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TO AMEND THE FAIR LABOR STANDARDS ACT 


THURSDAY, MAY 7, 1959 


U.S. SENATE, 
SUBCOMMITTEE ON LaABor OF THE 
CoMMITTEE ON Lagor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 4232, 
New Senate Office Building, Senator John F. Kennedy (chairman of 
the subcommittee) presiding. 

Present: Senators Kennedy (presiding), McNamara, Morse, Ran- 
dolph, Goldwater, and Prouty. 

Committee staff members present: Stewart E. McClure, chief clerk; 
John S. Forsythe, general counsel; Ralph Dungan and Samuel V. 
Merrick, professional staff members; Michael Bernstein, minority 
counsel, and Raymond D. Hurley, minority professional staff mem- 
ber; Joseph Goldberg, technical assistant, U.S. Department of Labor. 

Senator Kennepy. The subcommittee will come to order. 

This morning we begin hearings on several bills including S. 1046 
to extend the coverage of the Wage and Hour Act and increase the 
minimum wage from $1 to $1.25 per hour. 

I think there is no one in this Nation, whatever his particular in- 
terest, who disagrees that as far as is economically possible all workers 
should be paid a wage which is sufficient to provide for their economic 
needs; to permit a decent and respectable standard of living; and 
fulfill their responsibilities to their families. This concept of a floor 
under wages which was novel when minimum wage legislation was 
first put on the statute books, is now no longer a strange idea. We 
all accept the principle involved—not only because of humanitarian 
considerations but also because it makes good economic sense. 

While we are agreed in principle, there are disagreements among us 
as to the economic feasibility of extending the present minimum wage 
to certain segments of the economy and there is even greater disagree- 
ment as to the economic soundness of increasing the minimum wage 
from $1 to $1.25 per hour. It will be the purpose of these hearings 
to carefully explore the social and economic problems involved in the 
proposals which are before us. The task of this committee is to 
carefully evaluate the testimony which will be presented to us and to 
make decisions which are in the national interest. 

Of the many bills which are pending before this committee which 
would amend the Wage and House Act, several demand special con- 
sideration, for they push back what might be called the frontiers in 
the wage and hour field. I refer especially to Senator McNamara’s 
bills S. 1085 and S. 462 which deal with the 35-hour week and the 
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coverage of agricultural workers. The distinguished Senator from 
Michigan is to be commended for his continuing concern for the work- 
ing men and women of the Nation, as evidenced by his sponsorship of 
these bills. These are extremely important questions but they are 
surrounded with a large number of technical and economic considera- 
tions of an extremely complicated nature. Therefore, this committee 
will place primary concentration during these hearings on S. 1046 
and bills which are directly related to it, without any derogation of 
the importance of other pending measures. 

The bills under consideration by the subcommittee are: S. 25, S. 
141, S. 1116, S. 1470, S. 1874, and S. 1967. 

(Bills and department reports therein follow :) 


[S. 25, 86th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to exempt home- 
workers in rural areas from the minimum wage and maximum hours provisions of that 
Act in certain cases 


Be it enacted by the Senate and House Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 13 of the Fair 
Labor Standards Act of 1938, as amended (29 U.S.C. 213(a)), is amended by 
inserting before the period at end thereof the following: “; or (16) any home- 
worker in a rural area who is not subject to any supervision or control by any 
person whomsoever, and who buys raw material and makes and completes any 
article and sells the same to any person, even though it is made according to 
specifications and requirements of some single purchaser”. 


[S. 141, 86th Cong., Ist sess.] 


A BILL To amend the Fair Labor Standards Act by clarifying the definition of 
“employee”, and for other purposes 

Be enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 208(e) of title 29, United States 
Code, be amended by inserting before the period at the end thereof the following, 
“, but such term does not include (1) any individual who, under the usual 
common-law rules applicable in determining the employer-employee relationship, 
has the status of an independent contractor, or (2) any individual who is not 
an employee under such common-law rules’, 


[S. 1046, 86th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of large enterprises engaged in retail trade or service and of other 
employers engaged in activities affecting commerce, to increase the minimum wage under 
the Act to $1.25 an hour, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That this Act may be cited as the “Fair Labor 
Standards Amendments of 1959”. 


FINDINGS AND DECLARATION OF POLICY 


Sec. 2. (a) Section 2 of the Fair Labor Standards Act of 1938, as amended 
(hereinafter referred to as the “Act’’), is amended by inserting after subsection 
(a) a new subsection (b), to read as follows: 

“(b) The Congress further finds that the existence, in retail trade or service 
and other industries engaged in activities affecting commerce, of labor conditions 
detrimental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers, has the effects set forth in 
subsection (a).” 


(b) Section 2 of such Act is further amended by relettering subsection (b) 
as subsection (c). 
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DEFINITIONS 


Sec. 3. (a) Paragraph (j) of section 3 of such Act, defining the term 
“produced”, is amended to read as follows: 

“(j) ‘Produced’ means produced, manufactured, mined, handled, or in any 
other manner worked on in any State; and for the purposes of this Act an 
employee shall be deemed to have been engaged in the production of goods if such 
employee was employed in producing, manufacturing, mining, handling, trans- 
porting, or in any manner working on such goods, or in any process or occupa- 
tion necessary to the production thereof in any State.” 

(b) Paragraph (m) of section 3 of such Act, defining the term “wage”, is 
amended to read as follows: 

“(m) ‘Wage’ paid to any employee includes the reasonable cost, as determined 
by the Secretary, to the employer, of furnishing such employee with board, lodg- 
ing, or other facilities, if such board, lodging, or other facilities are customarily 
furnished by such employer to his employees. The Secretary is authorized to 
determine the fair value of such facilities for defined classes of employees and in 
defined areas, based on average value to the employer or to groups of employers 
similarly situated, or average value to groups of employees, or other appropriate 
measures of fair value. Such evaluations, where applicable and pertinent, shall 
be used in lieu of actual measure of cost in determining the wage paid to any 
employee.” 

(c) Section 3 of such Act is further amended by adding at the end thereof the 
following new paragraphs: 

“(p) ‘American vessel’ includes any vessel which is defined as a ‘vessel of the 
United States’ in title 18, United States Code, section 9, or which is documented 
or numbered under the laws of the United States; 

“(q) ‘Secretary’ means the Secretary of Labor of the United States Depart- 
ment of Labor ; 

“(r) ‘Enterprise’ means the related activities performed (either directly or 
indirectly through unified operation or common control or otherwise) by any per- 
son for a common business purpose of providing goods or services, or the products 
thereof, or a combination of them, to others, and includes all such activities 
whether performed in one or more establishments or by one or more corporate or 
other organizational units; 

“(s) ‘Activity affecting commerce’ includes any activity in commerce, necessary 
to commerce, or competing with any activity in commerce, or where the payment 
of wages at rates below those prescribed by the Act, or the employment of child 
labor prohibited by this Act, burdens or obstructs or tends to burden or obstruct 
commerce or the free flow of commerce; 

“(t) ‘Employer engaged in an activity affecting commerce’ means an employer 
in any of the following categories who is engaged in any activity affecting 
commerce: 

““(1) any enterprise where such employer has one or more retail establish- 
ments if the annual gross volume of sales of such enterprise is not less than 
$500,000 or if the sales of such enterprise for resale or to customers who are 
engaged in a mining, manufacturing, transportation, commercial, or com- 
munications business amount to at least $50,000 annually; 

“(2) any enterprise where such employer has one or more service estab- 
lishments if the annual gross volume of sales of such enterprise is not less 
than $500,000 or if the sales of such enterprise to customers who are engaged 
in a mining, manufacturing, transportation, commercial, or communications 
business amount to at least $50,000 annually ; 

“(3) any enterprise where such employer has one or more establishments 
engaged in laundering, cleaning, or repairing clothes or fabrics if the annual 
gross volume of sales of such enterprise is not less than $250,000 or if the 
sales of such enterprise to customers who are engaged in a mining, manu- 
facturing, transportation, commercial, or communications business amount 
to at least 15 per centum of the gross volume of sales of such enterprise; 

“(4) any enterprise where such employer is engaged in the business of 
operating a street, suburban, or interurban electric railway, trolley, or 
motor bus carrier ; 

“(5) any enterprise where such employer is engaged in the business of 
operating taxicabs if the annual gross volume of sales of such enterprise 
is not less than $500,000 ; 
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“(6) any enterprise where such employer is engaged in the business of 
construction or reconstruction, or both, if the annual gross volume of sales 
of such enterprise is not less than $50,000 ; or 

“(7) any enterprise where such employer has one or more employees 
engaged in commerce or in the production of goods for commerce if the an- 
nual gross volume of sales of such enterprise is not less than $50,000; 

Provided, That ‘employer engaged in an activity affecting commerce’ shall not 
include any retail or service enterprise in which the only employees are the 
owner of such enterprise and persons standing in the relationship of parent, 
spouse or child of such owner.” 


SPECIAL INDUSTRY COMMITTEES FOR PUERTO RICO AND 
THE VIRGIN ISLANDS 


Sec. 4. Subsection (a) of section 5 of such Act is amended to read as follows: 

“(a) The Secretary of Labor shall as soon as practicable appoint a special 
industry committee to recommend the minimum rate or rates of wages to be paid 
under section 6 to employees in Puerto Rico or the Virgin Islands, or in Puerto 
Rico and the Virgin Islands engaged in commerce or in the production of goods 
for commerce or employed by an employer engaged in an activity affecting com- 
merce, or the Secretary may appoint separate industry committees to recommend 
the minimum rate or rates of wages to be paid under section 6 to employees 
therein engaged in commerce or in the production of goods for commerce or em- 
ployed by an employer engaged in an activity affecting commerce in particular 
industries. An industry committee appointed under this subsection shall be 
composed of residents of such island or islands where the employees with respect 
to whom such committee was appointed are employed and residents of the 
United States outside of Puerto Rico and the Virgin Islands. In determining 
the minimum rate or rates of wages to be paid, and in determining classifica- 
tions, such industry committee shall be subject to the provisions of section 8.” 


MINIMUM WAGES 


Sec. 5. (a) Subsection (a) of section 6 of such Act is amended by inserting 
after the words “for commerce” and before the words “wages at” a comma and 
the following: “and every employer engaged in an activity affecting commerce 
shall pay to each of his employees”. 

(b) Paragraph (1) of subsection (a) of section 6 of such Act is amended 
by striking out the figure “$1” and inserting in lieu thereof the figure ‘$1.25.” 
(c) Subsection (c) of section 6 of such Act is amended to read as follows: 

“(e) The provisions of paragraph (1) of subsection (a) of this section shall 
be superseded in the case of any employee in Puerto Rico or the Virgin Islands 
or American Samoa engaged in commerce or in the production of goods for 
commerce or employed by an employer engaged in an activity affecting com- 
merce only for so long as and insofar as such employee is covered by a wage 
order heretofore or hereafter issued by the Secretary pursuant to the recom- 
mendations of a special industry committee appointed pursuant to section 5: 
Provided, That every such employee in Puerto Rico or the Virgin Islands or 
American Samoa shall, on and after the effective date of the Fair Labor 
Standards Amendments of 1959, be paid not less than the minimum wage rate 
or rates applicabe to such employee under any wage order theretofore in effect, 
increased by the same number of cents per hour by which the minimum wage 
rate prescribed in paragraph (1) of subsection (a) pursuant to such amend- 
ments exceeds the rate theretofore in effect under such paragraph: Provided 
further, That such minimum wage rate or rates shall be in effect only for so long 
as and insofar as such minimum wage rate or rates has not been superseded by 
a wage order fixing a higher minimum wage rate or rates (but not in excess of 
the rate prescribed in paragraph (1) of subsection (a) ) hereafter issued pursuant 
to the recommendations of an industry committee appointed pursuant to 
section 5.” 

MAXIMUM HOURS 


Sec. 6. (a) Subsection (a) of section 7 of such Act is amended by inserting 
after the words “for commerce” and before the words “for a workweek” a 
comma and the following: “and no employer engaged in an activity affecting 
commerce shall employ any of his employees”. 
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(b) Subsection (b) of section 7 of such Act is amended by striking out 
clause (3) thereof. 

(ec) Section 7 of such Act is further amended by striking out subsection (c) 
thereof. 


WAGE ORDERS IN PUERTO RICO AND THE VIRGIN ISLANDS 


Sec. 7. Subsection (a) of section 8 of such Act is amended by inserting after 
the words “for commerce” and before the words “is to reach” in the first sen- 
tence the following: “or in an activity affecting commerce”; and by inserting 
after the words “for commerce” and before the words “in any such industry” 
in the next to the last sentence the following: “or in an activity affecting 
commerce”. 

CHILD LABOR PROVISIONS 


Sec. 8. Subsection (c) of section 12 of such Act is amended by striking out 
the period at the end thereof and inserting in lieu thereof a comma and the 
following: “and no employer engaged in an activity affecting commerce shall 
employ any oppressive child labor.” 


EXEMPTIONS 


Sec. 9. (a) Subsection (a) of section 13 of such Act is amended to read as 
follows: 

“(a) The provisions of sections 6 and 7 shall not apply with respect to (1) 
any employee employed in a bona fide executive, administrative, or profes- 
sional capacity, or in the capacity of outside salesman (as such terms are defined 
and delimited by regulations of the Secretary) ; or (2) any employee employed 
by an establishment which qualifies as an exempt retail establishment by reason 
of not being included in subparagraph (1) of paragraph (t) of section 3, not- 
withstanding that such establishment makes or processes at the retail establish- 
ment the goods that it sells: Provided, That more than 85 per centum of such 
establishment’s annual dollar volume of sales of goods so made or processed 
is made within the State in which the establishment is located; or (3) any 
employee employed in the catching, taking, harvesting, cultivating, or farming 
of any kind of fish, shellfish, crustacea, sponges, seaweeds, or other aquatic 
forms of animal or vegetable life, including the going to and returning from 
work and loading and unloading when performed by any such employee; or (4) 
any employee employed in agriculture or in connection with the operation or 
maintenance of ditches, canals, reservoirs, or waterways, not owned or operated 
for profit, or operated on a sharecrop basis and which are used exclusively for 
supply and storing of water for agricultural purposes; or (5) any employee to 
the extent that such employee is exempted by regulations or orders of the 
Secretary issued under section 14; or (6) any switchboard operator who is 
providing telephone service through a telephone switchboard located in such 
operator’s home; or (7) any individual employed within the area of production 
(as defined by the Secretary), engaged in handling, packing, storing, ginning, 
compressing, pasteurizing, drying, preparing in their raw or natural state, or 
canning of agricultural or horticultural commodities for market, or in making 
cheese or butter or other dairy products; or (8) any employee or proprietor in 
an establishment which qualifies as an exempt retail or service establishment 
by reason of not being included in subparagraph (1) or (2) of paragraph (t) 
of section 3 engaged in handling telegraphic messages for the public under an 
agency or contract arrangement with a telegraph company where the telegraph 
message revenue of such agency does not exceed $500 a month; or (9) any 
employee employed as a seaman on a vessel other than an American vessel.” 

(b) Subsection (b) of section 18 of such Act is amended to read as follows: 

“(b) The provisions of section 7 shall not apply with respect to (1) any 
employee of an express company, sleeping car company, refrigerator car com- 
pany, or carrier by railroad, subject to the provisions of part I of the Interstate 
Commerce Act, or (2) any employee of a carrier by air subject to the pro- 
visions of title II of the Railway Labor Act; or (3) any employee to the extent 
that such employee is exempted under the provisions of subsection (e) of this 
section; or (4) any employee employed as an outside buyer of poultry, eggs, 
cream, or milk, in their raw or natural state.” 

(ec) Subsection (c) of section 13 of such Act is amended to read as follows: 

“(e) The provisions of section 12, relating to child labor, shall not apply with 
respect to any employee employed in agriculture who is exempt under clause 





6 TO AMEND THE FAIR LABOR STANDARDS ACT 


(4) of subsection (a) of this section, if such employee is employed outside of 
school hours for the school district where such employee is living while so 
employed, or to any employee employed as an actor or performer in motion 
pictures or theatrical productions, or in radio or television productions.” 

(d) Subsection (d) of section 13 of such Act is amended to read as follows: 

“(d) The provisions of sections 6, 7, and 12 shall not apply to any employee 
engaged in the delivery of newspapers to consumers at their residences: Pro- 
vided, That section 12 shall not apply to any employee otherwise engaged in 
the delivery of newspapers to consumers when such employee is employed 
outside of school hours for the school district where such employee is living 
while he is so employed, and such employee is sixteen years of age or over.” 

(e) Section 13 of such Act is further amended by adding at the end thereof a 
new subsection (g) to read as follows: 

“(g) For purposes of the application of sections 6 and 7 of this Act to any 
employee employed as a seaman on an American vessel, such employee shall be 
paid not less than the rate which will provide to such employee, for the period 
eovered by the wage payment, wages equal to compensation at the minimum 
hourly rate prescribed in paragraph (1) of subsection (a) of section 6, or the 
overtime compensation rate prescribed in subsection (a) of section 7, or both. 
as may be appropriate, for all hours during such period when he was actually on 
duty (not including off-duty periods within such periods which are provided 
pursuant to the employment agreement or periods aboard ship when the em- 
ployee was not, at the direction of a superior officer, either performing other 
work or standing by).” 


PROHIBITED ACTS: PRIMA FACIE EVIDENCE 


Sec. 10. Section 15 of such Act is amended by adding at the end thereof a 
new subsection (c) to read as follows: 

“(e) On and after the effective date of the Fair Labor Standards Amend- 
ments of 1959, it shall be unlawful for any employer engaged in an activity 
affecting commerce to perform any act prohibited by, or omit to perform any act 
required by, subsection (a) of this section.” 


EFFECTIVE DATE 


Sec. 11. This Act shall take effect upon the expiration of ninety days from 
the date of its enactment. 


{S. 1116, 86th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to provide for review 
by me Secretary of Labor of the minimum wage recommendations of industry 
committees 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Fair Labor Standards Industry Committee Amendments of 1959”. 

Sec. 2. Subsection (c) of section 5 of the Fair Labor Standards Act of 1938, 
as amended, is amended by striking out the words “procedure to be followed 
by the committee” in the last sentence and inserting in lieu thereof the words 
“procedures to be followed by the committee and on review of its recommenda- 
tions by the Secretary pursuant to section 8(d)”. 

Sec. 3. Section 8 of such Act is amended by striking out the last sentence of 
subsection (d) and inserting in lieu thereof the following: “Upon the filing of 
such report, and not more than thirty days after the filing of the transcript of 
the record of such committee upon which the report was made, the Secretary 
shall publish such recommendations in the Federal Register and shall provide by 
order that the recommendations contained in such report shall take effect upon 
the expiration of fifteen days after the date of such publication, unless he finds 
that the recommendations were not made in accordance with law, are not sup- 
ported by the evidence in the record of the industry committee, or, taking inti 
consideration the same factors as are required to be considered by the industry 
committee, will not carry out the purposes of this section, in which event he shall 
by order issued within such thirty-day period, disapprove such recommendations. 
If the Secretary disapproves such recommendations, he shall promptly refer the 
matter to the industry committee which made them, or to another industr ° 
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committee for such industry (which he may appoint for such purpose), for 
further consideration and recommendations.” 

Seo. 4. Subsection (a) of section 10 of such Act is amended by striking out the 
seventh sentence of the subsection and inserting in lieu thereof the following: 
“Such industry committee may modify the initial findings by reason of the 
additional evidence so taken, and the Secretary shall file with the court such 
modified or new findings which if supported by substantial evidence shall be con- 
elusive, and shall also file its recommendation, if any, for the modification or 
setting aside of the original order, together with any findings of the Secretary 
on review thereof which would require his disapproval of such recommendation 
under the provisions of section 8(d).” 

Sec. 5 The term “Secretary” as used in this Act and in amendments made by 
this Act means the Secretary of Labor. 

Seo. 6. The amendments made by sections 3 and 4 of this Act shall be applicable 
to any industry committee findings or recommendations under the Fair Labor 
Standards Act of 1938, as amended, pending before the Secretary of Labor, and 
any actions under that Act pending before any such committee, on or after the 
effective date of this Act. 


[S. 1470, 86th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, to insure to farmers 
engaged in raising livestock an exemption for the employment in agriculture of certain 
of their employees engaged in other duties related to livestock auction operations 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 13(a) of the Fair Labor Stand- 
ards Act of 1958, as amended, is further amended by inserting, before the period 
at the end of the subsection, a semicolon and the following new language: “or (16) 
any employee with respect to his employment in agriculture by a farmer, not- 
withstanding other employment of such employee in connection with livestock 
auction operations in which such farmer is engaged as an adjunct to the raising 
of livestock either on his own account or in conjunction with other farmers, if 
such employee (1) is primarily employed during his workweek in agriculture 
by such farmer, and (2) is paid for his employment in connection witth such live- 
stock auction operations at a wage rate not less than that prescribed by section 
6(a)(1)”. 


[S. 1874, 86th Cong., 1st sess.] 


A BILL To amend the Fair Labor Standards Act of 1938, as amended, with respect to 
handling of agricultural commodities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (f) of section 3 is 
amended by inserting a comma in lieu of the period at the end thereof and adding 
the following : 

“(f) ‘Agriculture’ includes farming in all its branches and among other things 
includes the cultivation and tillage of the soil, dairying, the production, culti- 
vation, growing and harvesting of any agricultural or horticultural commodities 
(including commodities defined as agricultural commodities in section 15(g) 
of the Agricultural Marketing Act, as amended), the raising of livestock, bees, 
fur-bearing animals, or poultry, and any practices (including any forestry or 
lumbering operations) performed by a farmer or on a farm as an incident to or 
in conjunction with such farming operations, including preparation for market, 
delivery to storage or to market or to carriers for transportation to market, 
handling, packing, storing, cleaning, dressing, eviscerating, extracting, grading, 
ginning, compressing, pasteurizing, curing, fermenting, drying, canning, cooling, 
or freezing of any agricultural or horticultural commodity, including livestock, 
poultry, bees, and fur-bearing animals, or the making of cheese, butter, dairy 
or similar products, whether or not such practices are ordinarily performed by 
farmers or on farms.” 

(b) Section 3 is amended by adding at the end thereof a new subsection (p), 
as follows: 

“(p) “The area of production’ of any agricultural or horticultural commodity, 
including livestock and poultry, includes all of each county in which such com- 
modity is produced in commercial quantities, except that it shall not include 
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the corporate limits of a city or municipality having a population in excess of 
two hundred and fifty thousand as reported in the 1950 census.” 

(c) Section 7(c) is amended by adding at the end thereof the following new 
sentence: “For the purpose of this subsection (c) the term ‘first processing’ 
shall include all operations prior to, including, and through the completion of 
such first processing, whether performed at the same or different times, or in 
one or more places or by one or more employers.” 

(d) Subsection (a) (10) of section 13 is amended to read as follows: “(10) 
the employees of an employer who is engaged within the area of production in 
the preparation for market or handling of any agricultural or horticultural 
commodity, including livestock and poultry, and including but not ‘limited to 
the handling, packing, storing, cleaning, dressing, eviscerating, extracting, grad- 
ing, ginning, compressing, pasteurizing, curing, drying, fermenting, canning, 
cooling, or freezilig any such commodity, or the making of cheese, butter, dairy 
or similar products; or”. 


[S. 1967, 86th Cong., 1st sess.] 
A BILL To amend the Fair Labor Standards Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Fair 
Labor Standards Amendments of 1959”. 

Sec. 2. Section 83(m) of the Fair Labor Standards Act of 1938, as amended, 
is amended to read as follows: 

“(m) ‘Wages paid to any employee includes the value of tips and the reasonable 
cost, as determined by the Secretary, to the employer of furnishing such employee 
with board, lodging, or other facilities (if such board, lodging, or other facilities 
are customarily furnished by such employer to his employees) : Provided, That 
the Secretary is authorized to determine the fair value of such facilities and tips 
for defined classes of employees and in defined areas, based on average cost to 
the employer or to groups of employers similarly situated, or average value to 
groups of employees, or other appropriate measures of fair value. Such evalua- 
tions, where applicable and pertinent, shall be used in lieu of actual measure 
of cost in determining the wage paid to any employee.” 

Sec. 3. Section 3 of such Act is further amended by adding at the end thereof 
the following: 

““(p) ‘American vessel’ includes any vessel which is defined as a ‘vessel of the 
United States’ in title 18, United States Code, section 9, or which is documented 
or numbered under the laws of the United States. 

“(q) ‘Secretary’ means the Secretary of Labor, United States Department of 
Labor. 

“(r) The terms in sections 6, 7(a), and 12(c) describing the employees to 
whom these sections apply shall, without limiting their present application, 
include any employee engaged or employed in the activities of any enterprise 
doing business in commerce to a substantial extert, in which his employer 
employs one hundred or more employees. For the purpose of this Act: 

“(1) ‘Enterprise doing business in commerce to a substantial extent’ shall 
mean any enterprise that purchases merchandise or receives for use in its 
current operations materials or supplies that move directly across State lines 
to its place or places of business which amount in total annual dollar value 
to $1,000,000 or more as measured by the preceding calendar or fiscal year, 
under regulations of the Secretary. 

(2) ‘Enterprise’ shall mean the related activities performed (either directly 
or indirectly through unified operations or common control or otherwise) by 
any person for a common business purpose of providing goods or services, or 
the products thereof, or a combination of them, to others, and shall include 
all such activities whether performed in one or more establishments or by one 
or more corporate or other organizational units. 

“(3) An enterprise in which an employer ‘employs one hundred or more 
employees’ shall mean an enterprise in which the employer has an average 
weekly employment of one hundred or more employees as measured by the 
last preceding calendar or fiscal year under regulations of the Secretary.” 

Sec. 4. Section 6(a) of such Act, as amended, is amended by striking out the 
period at the end of paragraph (3) therein, inserting a semicolon in lieu thereof, 
and adding the following new paragraph (4) : 
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“(4) if such employee is employed as a seaman on an American vessel 
to whom this section applies, not less than the rate which will provide to 
the employee, for the period covered by the wage payment, wages equal to 
compensation at the minimum hourly rate prescribed by paragraph (1) of 
this subsection for all hours during such period when he was actually on 
duty (not including off-duty periods within such period which are provided 
pursuant to the employment agreement or periods aboard ship when the 
employee was not on watch and was not, at the direction of a superior 
officer, either performing other work or standing by).” 

Sec. 5 The portion of subsection (a) of section 13 of such Act which precedes 
the paragraph numbered (1) is amended to real as follows: 

“(a) The provisions of sections 6 and 7 shall not apply (except to the extent 
provided by section 13(g)) with respect to”. 

Sec. 6. Section 13 of such Act, as amended, is further amended by adding at 
the end thereof the following new subsection (g): 

“(g) Subsection (a) shall provide no exemption from the provisions of sec- 
tion 6 with respect to any employee described in such subsection who is engaged 
in the activities of any enterprise in which an employer employs one hundred 
or more employees, except that section 6 shall not apply to any such employee 
who is (A) described in clause (6), (7), or (10) of such subsection or in that 
portion of clause (5) of such subsection which refers to employees employed 
in the catching, taking, harvesting, cultivating, or farming of aquatic forms of 
animal of vegetable life or is (B) an employee employed in a bona fide executive, 
administrative, professional, or outside sales capacity within the meaning of 
clause (1) of such subsection or is (C) an employee employed as a seaman, 
within the meaning of clause (14) of such subsection, on a vessel other than an 
American vessel.” 

Sec. 7. The amendments made by this Act shall take effect upon the expiration 
of one hundred and twenty days after the date of its enactment, except that 
the authority to promulgate necessary rules, regulations, or orders with regard 
to amendments made by this Act, under the Fair Labor Standards Act of 1988 
and amendments thereto, including amendments made by this Act, may be 
exercised by the Secretary on and after the date of enactment of this Act, 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 11, 1959. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR HILL: This is in further reply to your request for our com- 
ments on S. 25, a bill to amend the Fair Labor Standards Act of 19388, as 
amended, to exempt homeworkers in rural areas from the minimum wage and 
maximum hours provisions of that act in certain cases. 

The proposed bill would amend section 18 of the Fair Labor Standards Act 
by providing an exemption for rural homeworkers who are not subject to 
supervision and control and who buy the raw materials on which they work, 
even though the articles are made according to the specifications and require- 
ments of a single purchaser. 

It may appear initially that the proposed bill would merely exclude bona 
fide independent contractors from the provisions of the act. However, all 
such contractors are presently excluded and, in effect, the consequence of the 
bill would be to remove workers who are clearly employees. 

We fully realize that individual hardships have resulted from the applica- 
tion of the act to certain homeworkers, and this Department is presently making 
a survey to obtain more information with respect to their employment. It is 
to be noted, however, that the purchase of supplies by a homeworker is one 
of the devices that have been adopted by certain employers in an attempt to 
change the legal status of the homeworker from that of an employee to that 
of an independent contractor. The homeworker continues under such a scheme, 
however, to perform the same work to the same specifications, using the same 
material, and the net price which he receives still consists only of payment 
for his labor. The worker makes no attempt to market his wares to the highest 
bidder ; the scope of his authority to exercise independent judgment is sharply 
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limited; he has no managerial functions, derives no profit from sound manage- 
ment and the services he furnishes are an integral part of his employer's 
business. Under these conditions the basic criteria of the employer-employee 
relationship still exist. . 

Homeworkers in rural areas are generally not protected by State labor legisla- 
tion and are among the lowest paid of all workers. The proposed bill would 
therefore seriously reduce the effectiveness of the act in the very industries in 
which wage rates have been consistently substandard. 

For the above reasons, we are opposed to the enactment of S. 25. 

The Bureau of the Budget advises that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 

JAMES P, MITCHELL, Secretary of Labor. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., January 30, 1959. 

Hon. Lister HILt, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR HitL: This is in further reply to your request for my views 
on S. 141, a bill to amend the Fair Labor Standards Act by clarifying the 
definition of “employee,” and for other purposes. 

The bill would amend section 3(e) of the Fair Labor Standards Act of 1938 
by providing that the term “employee,” as used in the act, would not include 
“any individual who under the usual common-law rules applicable in deter- 
mining the employer-employee relationship, has the status of an independent 
contractor” or “any individual who is not an employee under such common-law 
rules.” 

Under the Fair Labor Standards Act, the existence of an employment relation- 
ship is an essential prerequisite to the application of the most important provi- 
sions of the act, particularly the minimum wage, overtime, and child labor provi- 
sions. The present definition of ‘‘employee” in section 3(e) has permitted the 
courts generally to give an interpretation to the term which is consistent with the 
broad social and remedial purposes of the act. A more restrictive definition 
of this term would be in direct conflict with its basic philosophy and adversely 
affect the economic well-being of many workers. 

Section 2(a)(3) of the act declares that substandard labor conditions con- 
stitute “an unfair method of competition in commerce.” An essential requisite 
to the effective establishment of any basic standard is uniformity of application 
to prevent persons with lowest standards from underbidding their competitors. 
The broad definition in section 3(g) of the term ‘“employ”—‘to suffer or permit 
to work”—appears to have been deliberately directed to this end. The com- 
petitive effect of an article produced by an independent contractor-worker 
is no different from that produced by any other worker. (See Rutherford Food 
Corp. v. McComb, 331 U.S. 722; Walling v. Carlock Packing Co., 159 F. 2d 44, 
46, certiorari denied 331 U.S. 820.) 

The words “suffer or permit to work” were plainly designed to comprehend 
every worker who “follows the usual path of an employee, [and] putting on an 
‘independent contractor’ label does not take the worker from the protection of the 
act.” See Rutherford Food Corp. v. McComb (331 U.S. 722, 729). This statutory 
language was not new, and was not adopted without knowledge on the part of the 
legislators of its broad scope. It was taken verbatim from child labor statutes in 
force in numerous States and from the proposed uniform child labor law. (At the 
time of the enactment of the Fair Labor Standards Act, the phrase “employed, 
permitted or suffered to work” was contained in the child labor statutes of 32 
States and the District of Columbia.) 

The present definitions of “employ” and “employee” have permitted the 
application of the act to many so-called independent contractual relationships, 
partnerships, and agency, leasing and commission arrangements which were in 
fact spurious and established after passage of the act merely to conceal the exist- 
ence of a real employer-employee relationship. Most of these cases involved in- 
dustries in which homeworkers were used and the lowest wages and working 
conditions prevailed, including the deliberate employment of child labor. The 
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courts, pursuant to the present definition in section 3(e), have looked behind 
such devices and permitted the application of the act. On the other hand, where 
the independent contractor relationship was bona fide, the courts have sustained 
the existence of such relationship and held the act to be inapplicable. 

I believe that the proposed amendment would materially reduce the act’s cover- 
age of workers in industries in which the wage rates are lowest and in which 
the maintenance of proper labor standards often depends to a great extent upon 
protective legislation. This would be especially true with respect to unorganized 
workers who may be required, as a condition of continued employment, to lend 
themselves to “agreements” which, under common-law rules, would establish 
independent contractor, lessee, or similar relationships and thus avoid the 
application of the act. 
lor the reasons outlined above, I strongly oppose the enactment of S. 141. 


The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 

















JAMES T. O'CONNELL, 
Under Secretary of Labor. 
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8 Washington, D.C., May 22, 1959. 
e Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
8 US. Senate, 
eo Washington, D.C. 
r- Dear SENATOR HILL: This is in further response to your request for a report 
it on S. 1046, a bill to amend the Fair Labor Standards Act of 1938, as amended, to 
WwW provide coverage for employees of large enterprises engaged in retail trade or 
service and of other employers engaged in activities affecting commerce, to 
n- increase the minimum wage under the act to $1.25 an hour, and for other purposes. 
7 In testimony presented before the Labor Subcommittee on May 19, 1959, this 
i Department discussed and urged enactment of legislation designed to carry out 
1e the President's recommendations for amendments to the Act. The administra- 
1e tion’s proposals are embodied in S. 1967, which is presently pending before your 
yn committee. Among other things, it would extend the coverage of the act to 
ly include employees in enterprises that are substantially engaged in interstate 
commerce and exclude from certain minimum wage exemptions in the present act 
n- employers of 100 or more workers. We would appreciate your considering this 
te testimony as representing the Department’s views on legislation in this area. 
on Sincerely yours, 
rs. JaMES T. O'CONNELL, 
rit Under Secretary of Labor. 
m- 
er U.S. DEPARTMENT oF LABOR, 
od OFFICE OF THE SECRETARY, 
+4, Washington, D.C., March 11, 1959. 
Hon. LISTER HI, 
nd Chairman, Committee on Labor and Public Welfare, 
ne U.S. Senate, Washington, D.C. 
a Dear SENATOR HILL: This is in further reply to your recent letter requesting 
he luy comments regarding S. 1116, a bill to amend the Fair Labor Standards Act of 
in 1988, as amended, to provide for review by the Secretary of Labor of the 





ninimum wage recommendations of industry committees. 

This bill is a part of the legislative program of the Department of Labor and 
is designed to carry out a recommendation made by the President when he 
signed th American Samoa Labor Standards Amendments of 1956. 

8S. 1116 would provide for review by the Secretary of Labor of the minimum 
wage recommendations of industry committees and for referral of the recom- 
mendations back for further consideration when he finds them to be contrary 
to the statutory standards. 

Prior to the 1955 amendments to the Fair Labor Standards Act the wage 
rate recommendations of the tripartite industry committees in Puerto Rico 
ind the Virgin Islands were subject to review by the Secretary of Labor. If, 
t1881—59 8 
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after affording interested persons an opportunity to be heard, the Secretary 
found that the recommendations were not in accordance with law or not sup- 
ported by the evidence, he was directed to refer the matter back to the industry 
committee, or another industry committee for such industry, for further 
consideration. 

The 1955 amendments removed the Secretary’s authority to review the industry 
committee’s recommendations so that they now automatically become effective 
15 days after publication in the Federal Register. In addition, the minimum 
rates of wages established by this procedure had to be reviewed by the committees 
at least once each fiscal year. In 1956, the same special industry committee 
procedures were adopted for adjusting minimum wage and overtime pay 
standards in American Samoa. While the 1958 amendments to the act provided 
for biennial rather than annual review of industry committee wage rates, as 
recommended by the Department, it did not provide for review of these rates by 
the Secretary, as also recommended. 

The present industry committee provisions run counter to good principles 
of Government administration. Temporary committees composed mainly of 
interested private parties determine wage rates with no review of their actions by 
any responsible Government official. A person aggrieved by a wage order can 
obtain relief only through direct appeal to the courts where the Secretary must 
defend the wage order under a statutory provision requiring him, without 
review, to rubberstamp their action through a formal order. 

The constitutionality of the present procedures has been raised in the courts 
and may well be raised in future litigation. Defenses against these attacks 
will present major problems for Department of Labor attorneys in view of 
Supreme Court decisions, which, it has been urged, show that the present pro- 
visions are invalid as an unconstitutional delegation of a legislative power 
to private persons. 

S. 1116 would reinstate authority in the Secretary to review the recom- 
mendations of industry committees. However, there would continue to be no 
requirement for a second hearing before the Secretary. This requirement, 
existing before the 1955 amendments, was responsible for a considerable lapse 
of time between the convening of an industry committee and the issuance of 
a wage order by the Secretary. 

Experience of the Department of Labor since the 1955 amendments has 
demonstrated the need for revision of the industry committee provisions. 
S. 1116 would meet this need without defeating the objectives sought to be 
achieved by those amendments. We therefore strongly urge its approval. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
JAMES J. O'CONNELL, 
Under Secretary of Labor. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., May 4, 1959. 
Hon. Lister HILt1, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


DeAR SENATOR HiL_: This is in further reply to your request for a report on 
S. 1470, a bill to amend the Fair Labor Standards Act of 1938, as amended, te 
insure to farmers engaged in raising livestock an exemption for the employment 
in agriculture of certain of their employees engaged in other duties related to 
livestock auction operations. 

S. 1470 would amend section 13(a) of the act by adding an exemption from 
its minimum wage and overtime provisions for any employee employed primarily 
in agriculture during a workweek by a farmer “notwithstanding other employ- 
ment of such employee in connection with livestock operations in which sue) 
farmer is engaged as an adjunct to the raising of livestock, either on his ow! 
account or in conjunction with other farmers.” As a condition to the application 
of the exemption to the agricultural activities of the employee, he would have 
to be paid the statutory minimum wage for his employment in connection with 
such livestock auction operations. 
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7 We are opposed to the enactment of S. 1470. It is the position of the Depart- 
¥ ment, recently upheld by the U.S. Court of Appeals for the Fifth Circuit in 
v Mitchell v,. Hunt (14 WH Cases 79), that the existing minimum wage and over- 
r time exemption in the act for employees employed in agriculture does not extend 
to employees of a farmer engaged in their employer’s livestock auction oper- 
Vv ations. So tar as the Department is aware, the application of the act to these 
e employees is relatively limited and has created no serious inequities. 
m Typically, the farmers engaged in such livestock auction operations are those 
ag who own and operate large commercialized farms or ranches. The livestock 
De auction market is ordinarily a separate commercial business. S. 1470 could 
LV place such markets at a competitive disadvantage in relation to markets operated 
ad by a “farmer.” The latter might be encouraged to pay his farm employees a 
aS wage rate for their farm work sufficiently low to offset additional amounts re- 
by quired to be paid for their work at the auction market. 
; Section 7(c) of the act presently provides a 14-week overtime exemption each 
es year for employees of any employer engaged in handling livestock. We do not 
of believe that an additional exemption, applicable throughout the year to both 
by the minimum wage and overtime provisions, should be provided for certain 
an livestock auction activities. a 
ist The Bureau of the Budget advises that there is no objection to the submission 
ut of this report. 
Sincerely yours, 
rts JAMES T. O'CONNELL, 
ck Under Secretary of Labor. 
of 
FO- (The report of the Department of Labor on S. 1874 appears on 
wert p. 1258.) 
ont U.S. DEPARTMENT OF Laxor, 
a OFFICE OF THE SECRETARY, bs 
ent, Washington, D.C., May 26, 1959. 
1 pse Hon. Lister HI, a ae 
> of | Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 
has DEAR SENATOR HILL: This is in response to your request for a report on 
ons. | 8. 1967, a bill to amend the Fair Labor Standards Act of 1938, as amended. 
» be S. 1967 is designed to carry out the President’s recommendations for extending 
the protection of the Fair Labor Standards Act and is a part of the legislative 
sion | program of the Department of Labor. Among other things, it would expand 
the coverage of the act to include employees in enterprises that are substantially 
engaged in interstate commerce and exclude from certain minimum wage exemp- 
tions in the present act employers of 100 or more workers. In testimony pre- 
or. sented before the Labor Subcommittee on May 19, 1959, this Department dis- 
cussed, among other things, the provisions of S. 1967. We would appreciate your 
considering this testimony as part of our report on S. 1967, and we strongly 
recommend that early and favorable consideration be given to its enactment, 
which would be in accord with the program of the President. 
59. Sincerely yours, 
JAMES T. O'CONNELL, 
Acting Secretary of Labor. 
* p= EXECUTIVE OFFICE OF THE PRESIDENT, 
yment ; BUREAU OF THE BUDGET, i 
fed to Washington, D.C., April 23, 1959. 
Hon. Lister HILL, 
trom Chairman, Committee ow Labor and Public Welfare, 
narill U.S. Senate, Washington, D.C. 
mploy- My Dear Mr. CHAIRMAN: This is in reply to your letter of February 23, 1959, 


requesting the views of the Bureau of the Budget on S. 1116, a bill providing for 
review by the Secretary of Labor of the minimum wage recommendations of 
industry committees. 

Review of the recommendations of industry committees was authorized prior 
to enactment of the 1955 Amendments to the Fair Labor Standards Act. The 
Bureau of the Budget believes that such review was necessary and its restora- 
tion is desirable for two important purposes : 

1. It would place proper authority and ultimate responsibility in a duly 
ippointed official of the Government in accordance with accepted principles of 
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public administration. Present provisions of law lodge this authority and 
responsibility in temporary committees of private citizens. 
2. It would provide interested parties with an additional and deserved safe- 
guard. This would come in the form of a review of the recommendation by 
the Secretary of Labor. However, there would be no requirement for a rehear- 
ing, so the final order would not be unduly delayed. 

For the reasons outlined above, the Bureau of the Budget strongly recom- 
mends enactment of S. 1116. 

Sincerely yours, 









PHILLIP S. HUGHES, 
Assistant Director for Legislative Reference. 










ISXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., May 21, 1959. 







Hon. LIisteER HILL, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CuaArIRMAN: This is in response to your letter of May 9, 1959, 
requesting the views of the Bureau of the Budget on S. 1874, a bill to amend 
the Fair Labor Standards Act of 1938, as amended, with respect to handling 
of agricultural commodities, and for other purposes. 

The administration favors the extension of the Fair Labor Standards Act to 
certain groups of employees not now covered and a bill, S. 1967, has been intro- 
duced to accomplish this purpose. The provisions of S. 1874 would not extend 
the coverage of the act but would, on the contrary, remove a substantial number 
of workers from its protection. 

The Bureau of the Budget concurs with the Department of Labor in recom- 
mending against enactment of S. 1874. 

Sincerely yours, 














PHILLIP S. HUGHES, 
{ssistant Director for Legislative Reference. 

















EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., June f, 1959. 







Hon. Lister HILt, 
Chairman, Committee on Labor and Public Welfare, 
UWS. Senate, Washington, D.C. 

My Drar Mr. CHAIRMAN: This is in reply to your requests for our views on 
S. 1046, S. 1085, S. 1470, and 8S. 1967, various bills amending the Fair Labor 
Standards Act. 

The administration’s views on amendments to the Fair Labor Standards Act 
have been presented by the Secretary of Labor in his testimony before your com- 
mittee. The administration believes that the most urgent need, at present, is 
to extend the protection of the act to substantial groups of workers not now cov- 
ered. This objective would be accomplished by S. 1967, and its enactment would 
be in accord with the program of the President. At the same time, there is 
evidence that an increase in the minimum wage at this time would have an 
unfavorable impact on employment. Accordingly, and for the reasons stated 
by the Secretary of Labor in his testimony, the administration recommends 
against the enactment of S. 1046 which would increase the minimum wage té 
$1.25 an hour and would extend coverage to many essentially local businesses. 

S. 1470 partially exempts from the act certain employees engaged in duties 
related to livestock auction operations. The Bureau of the Budget coneurs wit) 
the Department of Labor in recommending against the enactment of S. 1470. 

The Secretary of Labor is now studying the problem of coverage of agricul 
tural labor. We believe that this study should be completed and reviewed before 
recommendations are made in this area and therefore have no comment 
S. 1085. 

Sincerely yours, 




















PHILLIP S. HUGHEs, 
Assistant Director for Legislative Reference. 
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DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
OFFICE OF LEGISLATIVE LIAISON, 
Washington, D.C., June 5, 1959. 
Hon. ListER HI, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


My Drar Mr. CHAIRMAN: Your request for comment on S. 1046, a bill to 
amend the Fair Labor Standards Act of 1938, as amended, to provide coverage 
for employees of large enterprises engaged in retail trade or service and of other 
einployers engaged in activities affecting commerce, to increase the minimum wage 
under the act to $1.25 an hour, and for other purposes, has been referred to this 
Department by the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense. 

As indicated in its title, S. 1046 would broaden the coverage of the Fair Labor 
Standards Act ef 1938, as amended, and would increase the minimum wage of 
employees covered by the act from $1 to $1.25 per hour. The Department of the 
Navy, in behalf of the Department of Defense, opposes certain features of S. 1046, 
but defers to the Department of Labor and the Bureau of the Budget on the broad 
economic and labor policies involved. 

The Department of Defense points out that subject bill would place a certain 
number of the Department’s contractors under coverage of the Fair Labor Stand- 
ards Act who are not now covered by the act because they are not engaged in 
columerce or the production of goods for commerce. Also, an increase of the 
minimum wage under the Fair Labor Standards Act would have an upward 
influence upon all wages generally. Enactment of S. 1046 would, therefore, 
have a budgetary impact upon the Department of Defense by virtue of increased 
Jabor costs to contractors which would inevitably be passed on to the Department. 
The amount of such increased costs is not ascertainable to any realistic degree. 

An aspect of S. 1046 to which the Department of Defense is opposed, relates 
to the impact of the bill on direct costs of operation of the Military Sea Trans- 
portation Service. While the bill does not have the effect of making that agency 
subject to the Fair Labor Standards Act, it would require the maritime industry 
to pay a $1.25 minimum wage plus time and one-half for overtime to seamen on 
American vessels, 

Pursuant to section 202(8) of the Classification Act of 1949, as amended 


(5 
U.S.C. 


1082), the Secretary of the Navy is required to fix and adjust the com: 
pensation of civilian marine employees of the Military Sea Transportation Service 
in accordance with the prevailing maritime rates and practices as nearly as is 
consistent with the public interest. Accordingly, any increase in wage rates and 
any change in prevailing wage practices of the maritime industry will imme- 
diately involve the compensation of several thousand civil service merchant 
seamen employed by the Military Sea Transportation Service. Any increase in 
the operating costs of the Military Sea Transportation Service would be reflected 
in the tariff rates that agency would have to charge in providing the ocean 
transportation requirements of the Department of Defense. 

The increased costs in overtime pay to MSTS employees that would result 
from enactment of S. 1046 would be approximately $4,200,000. In addition, there 
are obvious problems in applying the 40-hour workweek standard to seamen be- 
‘ause of the special conditions of their employment. This objectionable feature 
is not present in another bill, S. 1967, now pending before your committee. 
Although 8S. 1967 would bring seamen employed on American vessels under cover- 
age of the Fair Labor Standards Act, the overtime provisions of the act would 
not be applicable to such employees. 

In view of the foregoing, the Department of Defense favors enactment of 
S. 1967 in lieu of S. 1046. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 


that there is no objection to the submission of this report on S. 1046 to the 
Congress. 


Sincerely yours, 
JOHN S. McCatn, Jr., 
Rear Admiral, U.S. Navy, Chief of Legislative Affairs 
(For the Secretary of the Navy). 
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Senator Kennepy. Is there any further comment? 
Senator Gotpwarer. Well, Mr. Chairman, I just want to make this 
statement. As you know, I am placed in a rather unusual position 
considering bills of this kind, because I have been in the retail business 
myself. But in my own particular business we have consistently 
been ahead of any minimum wage goals of labor, and we have con- 
sistently fought for a higher minimum wage at the State level. I 
want to make my position clear, because I did not want my silence 
to indicate acceptance of the theory. 

I have always felt that minimum wage laws should be at the State 
level. I have told the States that where they fail to act that they 
are inviting the Federal Government to move in. I think that ex- 
tending this minimum wage coverage to the small merchants. of 
America is going to do more harm than good. I don’t care what the 
minimum wage is set at, whether it is $1.10, $1.25, or $1.50. I feel 
that we are overlooking many fundamental facts of economics when 
we say that we can arbitrarily raise a minimum wage, and not have 
it affect the small Main Street purchasers across America, or, like- 
wise, the small businesses that will come under the coverage that are 
not under it already. 

I want to make my position clear: While I am a merchant, and I 
want to be at these hearings, I don’t want to appear as one who is 
arguing selfishly for the position of the retail trade or by anybody else. 
This has been a fundamental concept of mine for many years, and 
I will cling to it, merchant or not. 

Senator Kennepy. We know, Senator, your motivation, and the 
principles you have held for some years. 

Are there any further statements? 

Senator Ranpoutpn. Yes. Mr. Chairman, I should like the record 

to show that during my tenure of office in the House of Representa- 
tives I was a member of the House Labor Committee, and I was 
active in the passage of the original Wage and Hour Act. I recall 
the arguments which were presented pro and con when we were think- 
ing in terms of 25 cents as the hourly wage rate, back in another period 
of the industrial growth of our country. I recall, of course, the 
step-up in hourly rates from that date. And, today, we are con- 
sidering, under conditions of inflation and a multitude of crosscur- 
rents in our present industrial economy, this legislation. 
_ I say for the record, also, that I find in West Virginia that there 
is strong support for legislation of the type we are considering here. 
There apparently is likewise strong opposition to such a measure. 
There are possible revisions desirable to the bill as introduced, 

Mr. Chairman, with you and other members of the subcommittee, we 
have a responsibility to hear objectively the presentation by persons 
and organizations on this important subject. , 

Senator Krennepy. Before hearing our first. witness, there will be 
placed in the record three charts prepared by the Legislative Refer: 
ence Service. : 
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(The charts follow :) 


CHART 1 


STATUS OF WAGE AND SALARY EARNERS 
UNDER FLSA, 1957 


BSTimMaTad) 


PERCENT OF EMPLOYEES 


Tota! All Industries” 
43,926,000 


d Treraportation a 
Gemmunivation, and Utilities 
&8FT,000 


Finance, Insurance 
and Real Estate 
2,001,000 


Agriculture, Forestry 
and Fisheries 
818,000 


Excludes § million executive, odministrotive, ond professional 
employees; 7 million government employees; ond |! million 
Proprietors, self-employed persone, ond unpaid form fomily workers 


SOURCE: U.S. Department of Labor 
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CHART 2 


EXTENSION OF FLSA COVERAGE UNDER S.I046 
AND 1957 ADMINISTRATION PROPOSAL 
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CHART 3 


PERCENT OF EMPLOYEES COVERED BY S.!046 


RECEIVING LESS THAN $1.00 AND $1.25 PER HOUR 
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Senator Kennepy. Mr. Meany, we are extremely glad to have you 
here to initiate these hearings, ‘and we would be glad to have you 
proceed in whatever way 1s most satisfactory to you. 


STATEMENT OF GEORGE MEANY, PRESIDENT, AFL-CIO, ACCOM- 
PANIED BY STANLEY RUTTENBERG, DIRECTOR, DEPARTMENT 
OF RESEARCH, AFL-CIO 


Mr. Meany. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to discuss with you once more the need for 
improvement of the Fair Labor Standards Act. And I want to begin 
by repeating, with even greater emphasis, what I have said on previ- 
ous appearances before this committee: The issue now before you has 
passed the stage of being a subject for study, a subject for philo- 
sophical de bate. It has now become a matter of utmost urgency. 

This is the third time in 4 years that we have been here urging a 
better wage-and-hour law. Each time we in the AFL-C 10 have 
laid before this committee a wide range of facts supporting the need 
for a higher minimum wage and for extension of minimum wage pro- 
tection to many of those who are now denied its protection. 

In these 4 years the situation has just grown worse. What was 
merely unfair in 1956 has become intoler: able in 1959. 

The failure of Congress to take imaginative and courageous action 
on this matter has perpetuated the misery of substand: ard livi ing con- 
ditions for millions of our fellow Americans. It has weakened our 
domestic economy and damaged our prestige—and the prestige of 
democracy itself—throughout “the world. 

These may be strong words, but I feel they are justified. The evi- 
dence to support them is overwhelming. 

Let us begin by recognizing that the earnings of millions of Ameri- 

can workers are keyed directly to the Federal minimum wage. This 
fact has been freely acknowledged by the Secretary of Labor, and I 
am sure he will acknowledge it again when he appears before you, 
which I understand will be in about 10 days. 

Unfortunately, the Secretary and the trade union movement are in 
sharp disagreement when it comes to acting on this acknowledged 
fact. Just a short time ago—on March 12, to be exact—the Secretary 
addressed himself to this ¢ question in a report to Congress. He said 
there were many large groups of workers whose earnings were at or 
near the present legal minimum of $1 an hour. Because of that, he 
said—because many workers made only $1 an hour—the minimum 
should be left alone. 

It seems to me that exactly the opposite is true. 

I say to you that if many workers are at or near the $1 an hour 
level, it is high time we raised the level. 

In defending his position, Secretary Mitchell has claimed that a 
higher minimum would involve the risk of—and I quote—sub- 
stantially curtailing employment or earning power,” a result which 
the act says should be avoided, 

We do not agree that there is any such risk. Certainly no such 
risk can be found in the Department of Labor’s own studies. But 
even if there were a risk, 1 would remind you that the stated policy 
of the Fair Labor Standards Act, as objective to which everything 
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else is secondary, is to “correct t and as rapidly as possible to eliminate” 
working conditions which are “detrimental to the maintenance of the 
minimum standard of living necessary for health, efficiency, and gen- 
eral well-being of workers.” 


We haven’t reached that goal by a long shot. We never will if we 





















































































T heed the advice of those who have no confidence in the ability of the 
American economy to expand or no real regard for those millions 
whose living standard today is far below that which we like to call the 

)- American standard of life. 

ir No witness here should have to belabor the point that $1 an hour is 

in too little to maintain “the minimum standard of living necessary for 

1 health, efficiency, and general well-being of workers.” There are all 

as sorts of scientific surveys showing how much a family or a single per- 

0- son needs to live decently. On the basis of these studies, we perhaps 
ought to be ashamed for asking so little. 

a It should be enough to ask you gentlemen, as individuals, to imagine 

ve what it must be like. to live on an income of $1 an hour, $40 a w eek, or 

ed less. Change places, for a moment, with your fellow American who 
ro- | earns $1 an hour; feed your family on it, raise your children on it— 
try to visualize it. 

as When we talk in terms of $1 an hour or less, we are not talking 
about poverty—we are talking about destitution—miserable destitu- 

ion § tion. And I submit there is no place for destitution in the American 

on- | way of life. 

our The bill we are supporting—S. 1046—would raise the minimum 

_ of | wage to $1.25 an hour. That would barely cover the basic living costs 
of a single, self-supporting worker employed full time. Surely this is 

evi- | modest enough in terms of human needs; and it is equally modest 
against the bac kground of our national wage structure as a whole. 

erl- That wage structure, experience has show n, 1s not affected to any 
This } extent by increases in the Federal minimum wage. When badly 
nd I} needed relief has been granted to workers at the bottom of the 1: adder, 
you, } there is no visible influence at the top. 

; The statistics to support this point, and the other points in my state- 

re in | ment, will be presented in detail by the director of the research dep: urt- 
dged | ment of the AFL-CIO, Mr. Stanley Ruttenberg, who is here with me 
‘tary | today. However, a few figures at this time may be useful 
said Avera age industrial earnings today are $2.21 an hour. That’s about 
at or} 80 cents an hour more than they were in 1949, when the 75-cent mini- 
it, he} Mum wage law was enacted. “Over the last 9 years, therefore, the 
mum f average industrial w age has gone up more than three times as much 
as the Federal minimum w: ge, 
It must be remembered that the average wage includes the lowest 
hour } paid as well as the highest paid industrial workers. The actual g 





gap 
tween them was widened even more than a comparison of averages 


would indicate. 

In many lower-wage industries, even where there is union organiza- 
tion, the earnings of the workers have increased ver y little more than 
the increase in the minimum wage. This is due in large part to the 
unfair competitive pressure of nonunion firms. 

The runaway shop and the sweatshop are still with us. In some in- 
dustries, such as the garment industry, they are an active threat to the 
solvency of legitimate companies and to the jobs of the organized 
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workers. These social outcasts locate in the economically retarded 
sections of the country—in the rural South, or in depressed areas in 
Pennsylvania, New England, and elsewhere—and offer $l-an-hour 
wages to job-hungry people. 

No one needs to explain why this condition is undesirable. Con- 
gress has repeatedly upheld the principle that competition based on 
substandard wages is a social and economic evil and morally in- 







defensible. 
It must also be borne in mind that sharp wage differences exist 


within certain industries and occupations. In retailing, for example— 









































a field which is not now covered by the wage-hour law, and where 
union organization is not strong—there has been an increase in average 
hourly earnings. It has been a slower and smaller increase than the ( 
industrial figure, but it is often cited as an excuse for continuing the 
exemption of retail trade from the law. , 
This excuse does not bear close examination. The increase in retail e 
wages has been very largely confined to the higher paid groups. The l 
group at the bottom, the group making $1 an hour or less, has re- n 
mained where it was. Oo 
One of my colleagues told me a story the other day which dramatizes 
the point. Out in Cleveland, Ohio, a widow has been struggling for f 
years as a saleslady to keep the household going so that her son could g 
continue his education. The boy landed an after-school job as a f al 
delivery boy for-a supermarket, which is organized. He earns $1.31 
an hour. His mother, meanwhile, is working in one of the large | g1 
department stores in the city. She gets 75 cents an hour. al 
I do not maintain that $1.31 an hour is a typical wage for delivery | m 
boys. But 75 cents an hour is all too common for retail workers 
generally. pr 
Consequently, as I indicated earlier, we are faced with a widening [| St 
gulf between the better paid worker, the typical worker, and those at | be 
the foot of the economic scale And there is every reason to expect | We 
the gulf to widen further unless Congress acts. the 
As you know, many union contracts now include cost-of-living and | Un 
so-calied improvement factor clauses. The first safeguards workers [ ent 
against loss of purchasing power caused by inflation; the second is 
a formula designed to give workers an automatic share in the fruits f 4&5 
of higher productivity. sho 
Over the last 3 years these two clauses alone have brought about } eno 
45 cents an hour to the workers who are covered by them. It is A 
reasonable to expect the same process to continue, even if—as wef Was 
all hope—the general price level remains stable as it has for the} Wor 
better part of the last year. deci 
So even if the basic terms of these trade-union agreements were if 
unchanged—even if the wages paid under these agreements reflected} But 
only the increase in man-hour productivity—the lower paid workers, f "Ve 
who do not have such safeguards, would fall further and further{ 'S 
behind. i 
They have already fallen far behind in other respects. Recent} “em 
years have seen the development of social benefits for industrial vide 






workers and skilled tradesmen on a broad scale. Today’s average 
worker has paid holidays and a paid vacation. He has a pension, in 
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addition to his social security. He has sickness and accident benefits, 






































1 hospitalization, life insurance, and supplementary unemployment 
n compensation. 
r Of course, even some of the lowest paid workers have some of these 
benefits. Very few, if any, have all of them. Just as the lowest 
\- paid group has lagged in direct earnings, it has lagged in the social 
n safeguards which have become an accepted part of the American 
\- scene. 
What do these facts mean to us as Americans ?/ 
st They mean that we are creating, within our own free society, a 
— “depressed class” of workers—a class that day by day grows in num- 
re bers as its condition grows more desperate. 
re This is an economic threat, a social and moral disgrace, and a 
ne diplomatic catastrophe. 
he The economic threat should be clear enough. We have learned by 
now that poverty carries a high price tag. We are endlessly and 
ail expensively sweeping up after the underprivileged—clearing slums, 
he improving public health services, battling juvenile delinquency, fi- 
re- nancing public assistance programs. And that’s the smallest “part 
of the bill. 
Les We pay a bigger price by falling short of genuine prosperity and 
for full employment. This is a growing country, and our economy must 
ild grow with it. To keep America at work, all Americans must have the 
; 8 ability to buy the goods they want and need. 
31 We have not reached that goal. Today our productive capacity is 
rge [| greater than our ability to buy the things we want and need. Despite 
all the talk about our recovery from the recent recession, nearly 5 
ery million Americans are still unemployed. 
ers We in the AFL-CIO have proposed a series of measures to meet the 
problem of unemployment. In particular, we have urged Federal 
ing } standards for unemployment compensation, so that these benefits can 
eat | be restored to a realistic level. But we—and the American workers 
yect | We represent—would rather have jobs than jobless pay. Improving 
the wage-hour law would be a long step in that direction. It would 
and | undergird the economy, improve purchasing power, strengthen the 
kers | entire structure of our free enterprise system. 
d is It should be equally clear that a “depressed class” in our society is 
writs | 2% Social and moral disgrace. We do not contend that all workers 
should be paid the same; we do insist that all workers should be paid 
bout | enough to live on. 
it is A generation ago the American people decided that the sweatshop 
; we} Was no longer tolerable; that an enterprise which could not pay its 
the } Workers a living wage had no proper place in the United States. That 
decision was written into the original Fair Labor Standards Act. 
were It was a proper decision, fully in keeping with American principles. 
acted | But unless the law is now brought up to date, the decision will stand 
kers,} Teversed. The pledge of 1938 will be broken. And a broken promise 
rther | 'S Worse than no promise at all. 

I do not see how we can live with our consciences as long as we con- 
ecent | Cemn iuillions of our fellow citizens to work at wages too low.to pro- 
strial} Vide them with food, clothing, and shelter, - 
erage 


yn, 
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Bear in mind that we are not talking about the unemployed; we are 
talking about men and women who give a full day’s work to their 
employers. 

I do not think “disgrace” is too strong a word for that. Perhaps it 
will be less clear why I look at this problem as a catastrophe in the 
great struggle of our time, the global struggle between free democracy 
and totalitarian communism. 

I am proud of American labor movement’s record in that struggle. 
The AFL-CIO and its affiliated unions have been among the most 
stalwart supporters of a firm stand against communist aggression. We 
have fought the Communists in their attempts to infiltrate the working 
force. We have fought for an adequate defense program and an 
adequate foreign aid program. We have rejected without hesitation 
the political temptation to wink at cuts in these appropriations in 
order to ease the path of the domestic measures we seek. 

In addition, through the International Confederation of Free Trade 
Unions, through the cooperation of free trade unions with Govern- 
ment and through close fraternal associations between our member 
unions and corresponding organizations in other democratic nations, 
we have worked to strengthen free labor and the principles of a free 
society on every continent. 

We believe in these programs. We look at them as enlightened 
self-interest, in the best sense of the word. 

But we also believe that the well-being of our own people, the kind 
of society we have here in the United States, is tremendously impor- 
tant to the success of our cause. 

You and I know that our way of life, with all its imperfections, 
is infinitely better than the best that communism can offer. But we 
are not trying to convince ourselves. We are trying to convince 
the underprivileged masses in the underdeveloped nations of the 
world. 

In that kind of struggle, our own record here at home could be 
decisive. 

The Indian peasant and the African tribesman are not impressed 
by our millionaires. ‘They are not even impressed by the high stand- 
ard of living won by our higher paid workders. They want to know 
how we treat the people who are less favored—the people at the bot- 
tom of the economic ladder—the people like themselves. 

Here again, you and I know that the least fortunate, most op- 
pressed worker in the United States—the retail worker who makes 
only 75 cents an hour, the farm laborer who may get as little as $3 
a day—is better off than his counterpart under communism, for he 
lives in a land of freedom. But here again, what we know is less 
important than what the world believes. 

As we are all very well aware, every one of our shortcomings— 
real or‘imagined—is seized upon and magnified by Soviet propaganda. 
We make ourselves far more vulnerable to this kind of attack when 
the shortcoming is real, when it is within our power to correct it, 
and when we fail to act. 

I cannot imagine a more damaging argument against us than the 
perpetuation of a “depressed class” of American workers—a group 
of men and women who work long and hard, but who do not earn 
enough even for bare subsistence. 
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Do we want to arm the Soviet propagandists with this kind of 
weapon? I don’t think we can afford to do so. 

The remedy we propose, in endorsing the bill introduced by Sena- 
tor Kennedy, is clear and straightforward. 
We propose an increase in the Federal minimum wage to $1.25 an 









































r hour—an increase of 25 cents, which would still leave the minimum 
wage almost $1 an hour below the national industrial average. 

E As I said before, in terms of human need, if there is any criticism 

t to be made of this proposal, it can only be that it is too modest. 

e We also propose to extend the protection of the law to about 714 

y million additional workers, out of the 20 million who are now 

n exempted. 

n Let me make it clear that we are asking protection for these people 

n both in their wages and their hours of work. If the Secretary of 
Labor maintains the position he has most recently taken, he will 

le agree to a limited extension of coverage in the retail field, but not 

1- with respect to the 40-hour week. He will ask a small extension of 

Tr coverage on wages alone. 

S, We say this is an unsound position. There are no such complicated 

28 operating problems in the sort of enterprises we propose to include 
under the law that would make a 40-hour week, or the payment of 

d overtime after 40 hours, an intolerable burden. 

Of course, you will remember that, in the early days of wage-hour 
1d } legislation, there were any number of operations whose owners 
r- claimed they could not function if the 40-hour week became law. 

There was the newspaper business, to name only one. And yet the 
ns, newspaper business today, and those others who raised the same cry, 
we | are operating efficiently and profitably with a workweek of 40 hours 
1¢ce or less. 
he We believe the extension of coverage is just as important as an 

increase in the minimum wage itself. It is deplorable that the law, 
be | asit stands today, covers a smaller proportion of the American work- 
ing force than it did when it was first enacted 21 years ago. 
sed There are two explanations for the reduction in coverage. 
nd- First, during the 1949 struggle to establish the 75-cent minimum, a 
ow | price was demanded by the opposition. That price was less cover- 
yot- | age, brought about by redefining certain terms in the law by spe- 
cifically excluding certain additional occupations. That price was 
op- | &xtortionate. We now demand a redress of this grievance. 
kes Second, employment in many of the excluded groups, such as the 
; $3 f service trades, has been expanding compared to manufacturing. 
- he | Economists agree that this is a continuing trend. 
less There is no sound reason why a blanket exemption from reasonable 
wage-hour standards should still be granted to this growing segment 
s— of our economy. + ; 
nda. We recognize that retailing and service trades include a high pro- 
shen | Portion of small businesses, including family business. We recog- 
t, it, | Mize that it would be inequitable and impractical to apply the law to 





these small storekeepers. We have no desire to do so. 

_On the other hand, there are thousands of huge, farflung corpora- 
tions in the retail and service fields—giant department stores, multi- 
million dollar hotels, nationwide chain operations, tremendous finan- 
cial institutions, and so on. Historically, these big fellows have used 
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the bona fide small business as a shield, so as to escape wage-hour 
standards they could and should meet. 

These big fellows are the ones we propose to cover by law. The 
bill clearly. applies, for example, only to retail businesses in inter- 
state commerce having gross annual ‘sales of $500,000 or more. 

Only a very small ‘fraction of the Nation’s retail operations, in 
terms of ownership, f fall into that class; but that small fraction, the 
small fraction covered by this bill, employs 60 percent of the Nation’s 
retail workers. 

I want to draw your oa to a survey conducted by the Depart- 
ment of Labor a few years back. It showed that the large chain- 
stores, those with 11 or more outlets, paid a bigger proportion of 
their workers less than $i an hour than the small, single-unit stores. 

On that. basis alone we could argue that our proposals would help 
the little storekeeper meet the unfair competition of the chains. 

But the retail store lobbyists—the spokesmen for these big firms— 
hide behind their own victims. In the name of their victims, they 
demand the right to continue to victimize them—and workers, as well. 

Aside from the retail and service trades, we propose to extend the 
coverage of the law to a number of other categories. I will not at- 
tempt to discuss them one by one. Mr. Ruttenberg will detail them 
for you, and your committee has granted time to a number of our 
afliliated international unions, so that their spokesmen can discuss 
in detail their special problems. 

We estimate that about 3 million workers, not now protected, would 
get wage increases under this bill. Also, it is our best estimate that 
between 3 million and 314 million workers who are now covered would 
get higher wages through an increase in the minimum wage to $1.25, 

I understand that the Department of Labor’s estimate are somewhat 
higher, especially as to covered workers. I do not intend to get bog- 
ged down in a statistical argument over these estimates. I do not 
think it is important whether the number affected are a half a million 
more or 2 half a million less. 

The important thing is to correct the moral, social, and economic 
injustices caused by the in: idequacy of the law as it stands. 

In terms of human decency and national economic well-being, what 
possible arguments can be raised against the improvements we are 
asking ? 

Secret: wy Mitchell has already raised the fear of unemployment— 
or “disemployment,” as he put it. But his own Department's findings 
ridicule such a fear. 

Taking the Department’s report at full value, we find a grand total 
of 1,800 jobs which possibly—just possibly, ‘mind you—were losi 
when the minimum wage went up from 75 cents to $1. 

1 look in vain for any estimate by Secretary Mitchell as to the 
number of jobs that were created or preserved by the additional 
purchasing-power brought about by the higher minimum wage al- 
though commonsense tells us some must have been created. 

Next, the retail industry lobbyists are raising the usual ery that 
the extension of cover age is an attack on small business—on the so- 

‘alled “mom and pop’ ‘store. The crocodile tears.of these interests, 
whose economic bulldozer has driven thousands of small businesses 
into bankruptcy, certainly do not impress us and, we expect, won't 
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impress you. The terms of the bill, which I have already mentioned, 

















































7 in any case prove that this charge is without foundation. 
1. Even more vigorously, the spokesmen for big business, backed by 
as the administration, raise the fear that a higher minimum wage will 
bring about inflation. 
™ This is economic nonsense. It too, is easily refuted. It is refuted 
* by the history of previous increases in the minimum wage. It is 
Je refuted in particular by the stability of prices in those industries 
most: affected by a higher minimum. And beyond this, it is refuted 
nt by the fact that if every cent required to raise the minimum wage to 
=: $1.25 were immediately passed on to consumers in the form of hig! ier 
ot prices, the total effect on the price level would be less than 1 percent. 
=. Fin: ally, I suppose it will be argued—as it is always argued—that 
Ip wages in such areas as retail trade should be left to the States. Ihe 
plain truth of the matter is that the States simply don’t do the job— 
a especially those States where wages are lowest and the need is greatest. 
— To cite only one example, this month the Texas I egislature buried 
I. in committee a bill that would establish a State minimum wage of 
he 50 cents an hour. ' l 
ots In Washington, the business lobbyists argue, “Leave it to the 
one States.” In the States, they fight every attempt to establish economic 
sail justice for workers as the Texas example I have just cited clearly 
uss shows. 
Actually, there just isn’t any sound case to be made against these 
ald proposals. gos ke 
hat They would bring a measure of justice to millions of workers who 
uld have no other recourse; they would stimulate our economy without the 
25 danger of inflation; they would salve our national conscience by trans- 
hat lating the promise of democracy into action, and they would be new 
og- ev idence, before the world, of our concern for the least fortunate 
not | ®mong us. rm ' 
on For the last several years this issue has been studied and restudied, 
examined and reexamined. We have now reached the stage when 
mie | inaction is itself a form of action—an active denial of simple justice to 
the people involved, and a growing threat to our economic well-being 
shat | 2nd our international prestige. 
anil I urge you to move swiftly and favorably on this measure. 
Thank you very much for this opportunity to express the views of 
nt— | the AFL- CIO. be 
ings Senator Kenneoy. Thank you, Mr. Meany, for your very helpful 
statement. 
otal Do you have any questions, Senator Goldwater? 
lost Senator Gotpwarer. I do not have too many questions, Mr. Chair- 
man. 
thie I would like to ask Mr. Meany if he believes that wages should be 
onal | Yrelated to productivity in, let us say, the retail field. 
5 all Mr. Meany. I think that in certain cases w ages should be related 
to productivity. 1 think, however, there are certain types of jobs in 
that | Which it would be completely unfair to relate wages to productivity, 
e ‘sos and especially in terms of the retail field. 
rests, Senator Gotpwater. Well, as you know, in the retail field there 
esses | 2re literally hundreds of types of jobs within each establishment. I 
vont | Cn agree with you on the supermtendent type jobs—the janitor, the 
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elevator operator, the maids and so forth, for whom there is no way 
of measuring productivity. 

But let us get into the field of selling, which is the backbone of our 
economy. Do you believe that a salesman or a saleswoman should be 
paid on his or her productivity ? 

Mr. Meany. Ina retail store? 

Senator GotpwaTer. Yes. 

Mr. Meany. I think it would be completely unfair to do that. It 
would be completely unfair to a salesperson to demand that they pro- 
duce or else not get paid. I mean what would you have them do—go 
out in the street and pull them in? Suppose the customers do not 
come in. 

Senator Gotpwarer. Well, we used to go out on the street and pull 
them in. 

Mr. Meany. In other words, Senator, it would be economic justice, 
then, for workers to get no wages if there were no customers. 

Senator Gorpwater. No. Let’s get practical about it. 

Mr. Meany. Let’s get practical about it. There is certainly a moral 
question here. Let me put it quite clearly. If a business, for any 
reason at all, must base its existence on paying less than a decent 
wage, I say it has no right to exist. I think that is plain. 

Senator Gotpwarter. Mr. Meany, that is beside the point entirely. 
I am trying to get from you an answer to a question that I think has 
a lot of relevance here. 

Mr. Meany. I think I gave you an answer. 

Senator Gotpwarer. You do not believe that a salesman or a sales- 
lady should be paid on productivity. 

Mr. Meany. No, sir, I do not. 

Senator Gotpwarter. I do not think you really mean that, because 
let us see what would happen, then, if you do not believe that 
a man should be paid on productivity in sales. 

Let us say we are going to pay $1.25 minimum—period. Let us say, 
on the other hard, a salesman continues to be paid on various bases that 
his type of salesman is paid on—some a flat guarantee, some a flat 
guarantee plus a percentage of their sales. It is an incentive to the 
better salesman to sell more. 

Now, if a man is lazy and he feels he can exist on whatever the 
base wage is, that is up to him. But I would hate to see us reach 
in the retail industry a point where we said to a poor salesman, “You 
are going to be paid just as much as a good salesman.” Now, I do 
nof think that you really mean what you said about not recognizing 
productivity in the retail s sales field. 

Mr. Meany. I said it is an unfair measuring rod for wages in the 
retail field, because of the fact that the sales person does not have 
control of the sales to the extent of bringing his customers in. 

Senator Gotpwater. Well, I think the sales person 

Mr. Meany. You are talking about a person who would not bother 
to sell if he got too good a wage. If you gave a worker the minimum 
wage of $1. 5 an hour, you don’t believe that that would be such 
a wonderful wage that he would sit down and do nothing, that he 
would not want to make something over and above that if he was 
on a base salary and commission basis. 
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Senator Gotpwater. No. I do not suggest for one minute that a 
salesman would be happy with $1.25 an hour in that particular field. 
But what I am trying to get at is your statement that you feel that 
productivity should not be used as a basis for what people are paid. 
Now, let me tell you that in the retail field we have a wide range of 
earnings in the same selling area. I could tell you from experience 
of wage differences of as much as $150 a month among poe selling 
the same item, because one person wants to sell more, knowing that 
he or she can get paid more if he or she works harder. 
Mr. Meany. Are you talking now about a minimum wage, or are you 
talking about commissions ? 

Senator Gotpwater. I am talking about—— 

Mr. Meany. Youare talking about commissions, aren’t you ? 

Senator Gotpwarer. I am talking about the recognition of ability 
or productivity by commission, which is not based on a minimum wage. 
But, peculiarly, these people we are talking about are not affected 
by minimum wage. I know of no merchants who pay anywhere near 
the low level of $1.25 that you suggest in the fields we have been 
talking about. 

My question to you was related to productivity. Should not retail 
merchants in this country continue to recognize ability in the sales 
field and not have it suggested to them that we reduce everybody to 
the same level ? 

Mr. Meany. That is not your question. You did not say that. 
Now you are talking about something entirely different. 

Senator Gotpwarer. No, that is exactly what I said. 

Mr. Meany. You say should ability be recognized. Of course 
ability should be recognized. But the way you put the question first 
was you said should productivity be a factor in the sales person’s 
getting a minimum wage. 

Senator Gotpwater. No, no, I did not say “minimum wage.” I did 
not use the term minimum wages. 

Mr. Meany. I thought we were talking about minimum wages. 

Senator GoitpwaTer. No, I am talking about the whole subject of 
minimum wage as it affects the whole subject of wages. You and I 
agree it is a wise thing to recognize productivity in the paying of 
sales people. 

Mr. Meany. I think productivity, as you call it, and ability to sell 
certainly should be recognized by the employer. I think that is part 
of our business life, and should be. But I do not think, on the other 
hand, that a penalty should be put on employees who do not have the 
opportunity—now, I am talking about sales people—who do not al- 
ways have the opportunity to produce. I mean how do they produce? 
There is a factor in there that they have no control over, and that is 
the customers. 

Senator Gotpwarer. Well, if the employer does not get the cus- 
tomers, he is not going to be in business long—you know that. 

Mr. Meany. Yes. But if you follow your philosophy, before he 
goes out of business, he would have to progressively reduce the wages 
of the people in the store. 

Senator Gotpwater. Oh, no, that is not my philosophy. That is 


Meany’s thought of what Goldwater’s philosophy is. But that is not 
true. 
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Now, I want to ask you one other question. 

Mr. Meany. What makes me kind of suspicious, Senator, is you 
started out by saying that you believe in the States handling this 
matter, and your own State has a 55-cent minimum in the retail stores. 
And surely you are not bragging about that as an American wage. 

Senator Gotpwarer. I have gone before the legislature of my State 
the last five terms and begged them to raise that minimum wage. 

Mr. Meany. And still you sit here and say that it should be left to 
the States. 

Senator Gotpwarer. I say it should be left to the States. And | 
also said this to you, if you remember— 

Mr. Mrany. How many years will you have to go to the legislature 
before you decide something should be done here? 

Senator Gotpwarer. Let me finish—and then I will try to answer 
the other questions you have put to me. I have also told the States 
if they did not act in this field, the Federal Government will have to 
act in this field. 

So I am not sitting here as a complete advocate of States rights. 
I recognize the need for meeting minimum wages, just as well as you 
do. I. approach it ina different way. 

Now, we are talking about a $1.25 minimum. I do not care what 
the figure is—$1.50 or $1.10, whatever it is. How long would it be 
before that would become an unbearably low minimum, since we would 
have to raise wages all the way up the scale—how long would it be 
before $1.25 became the 75 cents or 50 cents of today ! 

Mr. gn I do not know how long it would be, but it would come 
inevitably. It has to come under our system and our ec onoiny. And 
if you look over the history of the economic progress here in America, 
I will admit it has got to come. We have a high wage-high price 
economy: and under ‘that sort of an economy, we have the best stand- 
ards in the world, comparatively speaking. 

Now, you say how on will it be before the $1.25 becomes the 75 
cents of 10 years ago. I don’t know. But to me it is inevitable that 
it will come. 

Senator Gotpwater. Now, do you think that it would be better to 
have these minimums maintained by the normal action of our economic 
system, or do you feel that the Government should periodically step in 
and raise them ¢ 

Mr. Meany. Yes, I do. And evidently that is what Congress felt 
when they passed this bill in the first place. 

You say leave it to the normal progress economically. Evidently 
Congress did not. feel that they could afford to wait for that. 

Senator Gorpwater. You realize, of course, that if we do that, prices 
are going to go up. I think you mentioned they would go up 1 per- 

cent. But they are going togoup. They have to goup, Now, that 
is an unnatural increase in price. And aren’t we having—— 

Mr. Meany. An unnatural increase in price 4 

Senator Gotpwarer. It is-an unnatural increase in that it was 
created by an act of government rather than an act of the economic 
system. And aren’t we today in some of our industries having trouble 
with unnatural price increases created by unearned wage increases / 

Mr. Meany. I donot agree. 

Senator GoLpwarrer. You do not agree with that. 
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Mr. Meany. No. 
Senator Gotpwarer. Well, let me cite an example of France. 
France had a 5 percent per year increase in fae economy, I think, 
between 1952 and 1958. And that is a goal, I think, that some econo- 
mists and some people in politics want “to achieve in this country by 
(;overnment intervention in the economic system. But France had 
in increase in the cost of living of 25 percent between 1956 and 1958. 

Now, are we going to get ourselv es In the same fix that France was 
in when she suddenly stopped Government intervention and went back 
to the natural laws ¢ 

Mr. Meany. I would say that from our past experience the answer 
is definitely “No”, we are not going to get in that shape. 

Senator Gotpwater. We are having an inflation in this country, 
and it looks like we are going to continue to have an inflation. I 
lo not say that wage and price increases are the sole cause of it. But 
there is no question ‘they contribute to it. 

Mr. Meany. We are not the leading nation in this thing you eall 
inflation. 

Senator Gotpwarer. No, | do not say we are. But we have it. 

Mr. Meany. And I would say that im the last year or so there is 
no great evidence of this inflation. The price index does not show 
it. 

Now, I happen to believe that we either go ahead or we fall back. 
There is hardly any way to stand still in this country. We have a 
vrowing Nation, increased population, we have a million young people 
come into the labor market each year. 

I fecl that, yes, prices are over the long run going to go up. I hope 
they do not go up too fast. But I think it is inevitable that they 
will goup. And I think it is inevitable that wages will go up. 

Senator Gotpwater. I agree with you. That has been the history 
of the country. We do not want to see that stopped. I think the 
difference in your approach and my approach is that you feel that 
wages have to go up, even if it takes Government action, while I feel 
that they would go up in the normal action of the ee laws. 

Mr. Meany. No, I do not think that is just right. I do not think 
that in this statement I read I either said or implied that my purpose 
here this morning was to bring about Government action that would 
raise prices. [am talking about people. I am talking about people’s 
living sti undards, and their ability to live on a low wage. 

If the price should go up—and we e say it is less than 1 percent—l 
would say that prices have gone up in the past for far less proper 
reasons. If the price has got. to go up 1 percent because of this, then 
I say it should go up 1 percent. 

Senator Goipwarer. Well, I hope that 1 percent is all it will re- 
quire. My guess on it is that it is going to be higher than that. 

Mr. Mrany. Well, we translate the whole business into an overall 
figure, and our economists come up With less than 1 percent. 

Senator Gotpwater. I have no further questions. 

Senator Kennepy. Senator Morse. 

Senator Morse. I have a few questions, Mr. Meany. 

1 have heard you off and on as a witness before various Government 
boards prior to my coming to the Senate, and now for the last 15 
years since I have been-in the Senate, a total of at least 20 years. I 
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have never heard you make a more brilliant, in my opinion, unanswer- 
able argument in support of a much needed piece of legislation than 
you have made this morning. And I want to commend you highly 
for it. 

In asking you questions about it, I want to talk about some funda- 
mental principles involved in legislation of this type. 

Do you agree with me, Mr. Meany, that the basic philosophical 
principle of the Fair Labor Standards Act was that the Government 
has a duty to exercise those minimum checks necessary upon the users 
of our free economy system in America to prevent them from exploit- 
ing human beings / 

Mr. Meany. Yes. I think that that isa Government duty. And I 
think that Congress said that when it enacted the law in 1938. 

Senator Morse. Do you agree with me that one of the basic princi- 
ples of the Fair Labor Standards Act is to protect fellow Americans 
from being victimized by employers under a wage structure that in 
some instances forces them to work for a wage that prevents them 
living under a system of health and decency ¢ 

Mr. Meany. Yes, I think that is the proper job for Government. 
And, again, I think that is what Congress said when they enacted 
this law in 1938. 

Senator Morse. I think in building the record on this bill, Mr. 
Meany, it is important that we stress this as one of the basic principles 
of the Fair Labor Standards Act—namely, that no employer has the 
moral right or should be allowed the economic opportunity of paying 
less than the wage of health and decency resulting in the exploitation 
of human beings. Do you agree with that ? 

Mr. Meany. Completely. 

Senator Morse. Is it your thesis this morning that the research 
facts show that a wage of less than $1.25 per hour, in the industries 
that would be covered by this bill, would result in requiring fellow 
Americans to work for less than a wage of health and decency ? 

Mr. Meany. I didn’t get that clear now. 

Senator Morse. I will state it again. Is it your position that this 
law is necessary because the industries that would be covered by it now 
paying less than a minimum wage of $1.25 an hour, are in fact 
requiring their workers to work for a wage less than one that will 
maintain a standard of living of health and decency ? 

Mr. Meany. Yes; this isso. 

Senator Morse. Now, I want to say, Mr. Chairman, that as far as 
I am concerned, throughout the committee consideration of this bill, 
this is the major premise. I shall continue to revert constantly to the 
question—is it a fact that a family today with its wage earner, the 
head of the family, working for less than $1.25 an hour, is unable to 
maintain a standard of living of health and decency for that family. 

Do you agree with me, Mr. Meany, that that is probably the con- 
trolling issue in this debate ? 

Mr. Meany. Yes, I do. We are presenting in our detailed state- 
ment, which Mr. Ruttenberg will present, that very fact in terms of 
official figures, to show what is needed to provide for a workingman 
and his family in decency, and then also showing the actual difference 
between that and the present wage being paid. 





TO AMEND THE FAIR LABOR STANDARDS ACT 33 


Senator Morse. Now, Mr. Meany, with regard to this matter of 
productivity as one of the criteria for fixing wage rates, in your 
opinion, does the criterion of productivity have any place whatsoever 
in a wage case involving the issue of requiring a payment of that 
minimum wage necessary to maintain a standard of living of health 
and decency 4 

Mr. Meany. It has no place there at all, because this is a floor—this 
is a floor that Congress should have and should maintain, and should 
keep current with the times, below which no one can go. When you go 
above that, then you talk about productivity. 

Senator Morse. Mr. Chairman, I know you are well aware of these 
basic principles I am laying out here this morning. And I hope you 
will bear with me on them, because I think it is so essential in this 
hearing that we get the accepted prince — of wage determination 
which have been followed now for many years in Ameri ica, the whole 
field of wage fixation, to the extent that the Cavsnienia ever plays a 
part in wage fixation. You well know these principles I am now 
enunciating, for we served together on the War Labor Board during 
the war—you representing labor and I representing public. You w ill 
find these principles time and time again in arbitration law. This 
articular principle we are talking about was first handed down, I 
lalioye, in American arbitration law, by the incomparable Justice 
Brandeis back, I think, in the neighborhood of the year 1910, because 
of its relationship to the so- -called ability to pay argument that 
employers then and still now raise in a wage case. 

I want to restate it again, because I think the time has come to 
reinform the American people as to philosophical basis, the economic 
basis, and the Government policy basis of the Fair Labor Standards 
Act—namely, that it is always the duty of this Government of ours, 
if we are going to maintain a system of economic freedom, the basis 
of enlightened capitalism, that the Government step in and place a 
check on employers when they seek to exploit human beings, by taking 
advantage of an economic climate of a given community or area or 
period of time, by forcing fellow Americans to work for less than a 
wage of health and decency. 

Do you agree with me, Mr. Meany, that that probably is the con- 
trolling principle that this committee should keep in mind constantly, 
as we go into the specific cases, as to whether or not, in the retail 
industry or any other industry, the coverage of which would be 
enlarged by this bill, the Government has not only the right, but 
the duty to impose a wage that will guarantee to the workers at least 
a standard of living of ‘health and decency é 

Mr. Meany. Iam in agreement with that, and I would like to point 
out that in my statement “I referred to the fact that the international 
prestige of our country is involved. In fact, our security is involved. 
I don’t think anyone can quarrel with the idea that an economic 
collapse would mean a defeat in the cold war. I think that is the 
(GJovernment’s business, just as it was the Government’s business during 
the war itself, the actual hot war, to say to the workers—and you know 
that I was part of this picture at the time, at the War Labor Board— 
to say to the workers of America, “You can’t get any more than a 
certain amount of money, because it is important, it is vital to the 
winning of the war that you don’t get any more.” That is what the 
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Little Steel Formula meant, and you know that labor took part in 
administering that. There was no question about going along with 
it. So we accepted a ceiling at a time—of course, it was wartime— 
but I submit this is also wartime. Not the same kind of war, but 
itisa war. But during those times, workers could have gone shopping 
around the country, and you would have had a wartime inflation that 
would have perhaps destroyed us. But, no, we didn’t do that—we 
put a ceiling on wages, and said workers can’t get any more than this, 
and labor went along with that. 

Senator Morse. Of course in connection with this type of problem, 
it is always wartime. There is wartime against disease and poverty 
and substandard living conditions, and the unrest that is caused by 
requiring fellow Americans to work for less than a wage of health and 
decency. But I think for illustrative purposes, it would be helpful 
if I took you back to early 1942 when you and I sat in the so-called 
National Laundry case. 

Mr. Meany. Right. 

Senator Morse. And we had all the arguments made—we shouldn’t 
touch the laundries of the country. And yet the data before us 
was that employers and representatives of employers from al] over 
America stood before the War Labor Board, in 1942, and tried to 
justify a 25-cent-an-hour wage in the laundries of America. And do 
you remember a decision of a unanimous board, thank God for the 
statesmanship of the employers on the board—when in that decision, 
which it was my privilege to write for the board, we said in effect that 
the laundry industry had no right to ask the laundry workers of 
America to subsidize the laundry “industr y by such an unconscionable 
substandard wage of 25 cents an hour. Do you rember that case? 

Mr. Meany. Very well. 

Senator Morse. Well, your testimony this morning reviewed my 
memory about it because Mr. Meany, | in May 1959, some retail estab- 
lishments in this country paying a shocking wage to some of their 
employees, far below the present minimum ‘SL. ‘They, in effect, are 
asking those employees to subsidize the retail establishments of this 
country at a wage below a wage of health and decency. Is that not 
true? 

Mr. Meany. That is true. And some of the wages paid now are 
lower in actual value than the 25 cents we were talking about in 
1942. 

Senator Mors. That is the point I will lead to. But the next 
point IT wanted to make—is it your position that it is pretty generally 
accepted now in wage determinations in this country that. produc- 
tivity is never a criterion in fixing a wage of health and decency ? 

Mr. Meany. I agree. 

Senator Morse. And, likewise, because it is related to its sister argu- 
ment in ‘wage determination, an argument of ability to pay is never 
a criterion in fixing that minimum w: age necessary to maintain a 
standard of living of health and dec ency? Is that not true? 

Mr. Mrany. That is true. 

Senator Morse. And in your argument this morning, on this matter 
of productivity, when you said that productiv ity—when you took the 
final position that productivity is one of the factors to be con- 
sidered 
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Mr. Meany. Above the minimum. 

Senator Morsr. That is what I want to pin down. You meant 
productivity should be considered when you come to the question of 
the wage that should be paid above a wage of health and decency. 

Mr. Meany. That is right. 

Senator Morse. Arbitration law in a legion of cases now since the 
Brandeis case has held that ability to pay becomes a criterion only 
when the facts in the record of the case show that the employer may 
have the ability to pay a wage higher than a wage of health and 
decency. You support the principle that I have just enunciated as 
a2 sound wage determination criterion in those cases / 

Mr. Meany. That is right. 

Senator Morse. Now, Mr. Meany, you spoke about the effect in 
the field of world opinion, particularly in the underdeveloped coun- 
tries. This is the responsibility of the American people. I haven’t 
any doubt as to what their decision will be once they get the facts. 
But it is so difficult to get the facts to the American people these days. 

But, do you agree with me that world opinion within these under- 
developed countries at the present time is critical of the United States 
in respect to our maintaining a large group of people in our country, 
amounting to several millions, who are the victims, under our economic 
system, of having to work for a wage less than a wage of health and 
decency 4 

Mr. Meany. I can present you with actual evidence of the propa- 
ganda being spread by the Communists on that score. Of course, as 
you know, they seize on any opportunity to beat down the American 
standard, or the idea of the American standard. ‘That sort of thing 
is being broadcast in all the underdeveloped areas of the world by the 
Communists, and it has an effect, as I mentioned in my presentation— 
it does have an effect. 

Senator Morse. 1 simply want to say, as a member of the Foreign 
Relations Committee of the Senate, 1 know it is having an effect. 
And I have many places made the statement that I only summarize 
here now—that from the standpoint of American foreign policy, we 
need this bill in order to counteract Communist propaganda in under- 
developed countries where their lying and vicious propaganda seeks 
to give the impression that under a system of enlightened capitalism, 
the rich get richer and the poor get poorer. In New Delhi where 
I was chairman of the American delegation to that parliamentary 
conference, I took to the floor and answered, as my speech will 
show, that kind of vicious propaganda. 

But, there is a duty placed upon us, as a Government of free people 
to exercise those checks necessary upon that segment of our economy, 
that seeks to exploit workers by requiring them to work for less than 
a wage of health and decency. 

Mr. Meany. I would say it is the duty of our Government, and, 
at this time, this particular time in world affairs, it is vital to the 
continuation of our way of life. 

Senator Morse. One more point to make, Mr. Chairman. 

Mr. Meany, in his testimony, has rested his case upon the inter- 
state commerce clause of the Constitution. It is one of the sound 
bases for resting his case. And the bill is certainly justified as an 
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exercise of congressional authority under the Constitution in re- 
spect to the interstate commerce clause. 

However unacceptable at the present time the doctrine I now enun- 
ciate is, Mr. Chairman, I predict here in 1959 that the Nation will 
come to it: the commerce clause is not the only constitutional basis 
for this legislation. 

We have not yet started to apply the general welfare clause of the 
Constitution. And let me say once, again, if there wasn’t an inter- 
state commerce clause in the Constitution, this legislation would still 
be justified, because it happens to be the duty of our Government, in 
my judgment, to take those steps necessary to protect the general 
welfare of all the people of this country, from coast to coast and north 
to south. 

I would not only base this legislation, of which I am one of the 
coauthors, on the interstate commerce clause, but also upon the inher- 
ent duty and obligation of our Federal Government to protect Ameri- 

cans from exploit: ition by those in the economy who would use the 
free enterprise system as a license to obtain out of sweat and toil and 
suffering a subsidy for their profits. I want to say, Mr. Chairman, 
the time is going to come in America where our Federal Government 
will rise to its obligations under the general welfare clause of the 
Constitution, and make clear to all groups in our country, labor as 
well as employers, the Federal Government has the duty to step in 
and impose whatever checks are necessary at any time to protect. the 
population as a whole under the general welfare clause from any 
abuses that labor or employers or any other group may seek to prac- 
tice upon the American people. It is on that much broader premise, 
Mr. Meany, I am willing to rest the soundness of this legislation. 
But I go all the way with you by saying that as of the present time, 
in view of the present climate of American public opinion, we are in 
a sound position when we rest it on the interstate commerce clause. 

That is all, Ma, Charman. 

Senator Kennepy. Senator Prouty ? 

Senator Proury. Mr. Meany, first I should like to correct, in the 
interest. of accuracy, certain figures which appear in the statement by 
Mr. Ruttenberg. 

The statement shows that the minimum hourly wage in Vermont is 
75 cents. Iam very happy to point out that this minimum has been 
increased to $1 during the present session of the legislature. 

Mr. Rurrenserc. We have learned that it has Been enacted within 
about the past week, Senator. 

Senator Provry. No, several days ago. I should like to point out 
also that the State of Vermont has revised its unemployment com- 
pensation laws along the lines which I suggested at the national 
level a year ago, and I think that this represents a great gain for 
workers in my State. 

I have before me an explanation of the proposed Fair Labor Stand- 
ard Amendments of 1959 which indicates that 414 million employees of 
retail establishments will be affected by this legislation in the event 
of its enactment. 

Have you figures to indicate what percentage of these 414 million 
workers are employed by chainstores and large retail establishments! 

Mr. Ru TTENBERG. Well, 3 percent of the retail establishments have 
more than $500,000 worth of business sales. 
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Senator Proury. Well, what I am trying to ascertain is how many 
of the 44% million retail employees who will be brought under the 
Fair Labor Standard Act by S. 1046 actually work for so-called big 
business; chainstores and large department stores. 

Mr. Meany. 314 million, is it? 

Mr. Rurrenserc. I don’t see that I understand your question. 

Mr. Meany. If I understand the question right, the answer would 
be that all of them are affected. 

Senator Proury. I understand that. But what percentage of the 
414 million retail workers affected are actually employed by chain- 
stores or large department stores ? 

By that I mean big business interests. 

Mr. Meany. Big business in contrast to small business ? 

Senator Prouty. That is right. 

Mr. Mrany. Well, the small business people are out. They are not 
in this bill so that again the answer is all of them are affec ted. 

Sent itor Provry. I think that is true if you don’t call firms with 
sales of $500,000 or $600,000 small business. In my judgment, how- 
ever, they really are small business. 

How many employees of chainstores and large department stores are 
included in this figure of 414 million? 

Mr. Rurrenserc. I don’t have a breakdown. Of course, the total 
employment in retain runs almost to 7 million—about 6.8 million. 

This bill would bring into coverage about 4.1 million and it applies 
only to those firms with more than $500,000 of sales. 

Now you can say that amongst 4.1 million employees in stores having 
more than $500,000 in sales, ‘there might be some independent busi- 
nesses that are not considered chains. 

Mr. Meany. We don’t have a breakdown on that. In other words, 
you want a breakdown of that 4.1 million figure? 

Senator Proury. I want to know precisely, or as near as possible, 
how many of the 414 million employees are working for so-called 
small business. 

Mr. Meany. Now wait a minute. You mean so-called small busi- 
ness still in the $500,000 class and up? 

Senator Proury. Well, yes. I am concerned. 

Mr. Meany. We will try , Senator, to get a breakdown of that. I 
understand your question now. 

In other words, you feel that even some of the people who are in the 

$500,000 class, you would still consider them small business ? 

Senator Proury. Well, certainly as compared to chains. 

Mr. Meany. As compared to the chains. We will try to get that. 

Senater Proury. To me, that offers one approach worth consideri ing. 
The mere fact that chainstores are required to come under the Fair 
Labor Standards Act would have an influence on the employees of 
independent small stores within a given community because, ob- 
viously, if a person can earn more working for a chainstore than he 

can for some small independent, 9 times out of 10, if employment is 
available, he is going to work for the high wages and a lot of really 
small businessmen are concerned. I think you | know that. 

I am not certain to what extent their fears are justified, but I think 
it is something we should take into consideration. 
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Mr. Meany. The only justification it would have for those fears 
would be if we had completely full employment. 

(The — g supplemental statement was subsequently submitted 
for the record: 


SUPPLEMENTAL INFORMATION REQUESTED BY SENATOR PROUTY SUBMITTED BY 
ANDREW J. BIEMILLER, LEGISLATIVE Director, AFL—C1O 


During the testimony of AF!—CIO President George Meany before the sub- 
committee on May 7. Senator Prouty asked for certain information which our 
research department has prepared with the aid of data obtained from the U.S. 
Denariment of Labor 

Senator Prouty inquired as to how many of the retail workers to whom 3. 
1046 would extend coverage of the act were employed in chainsiores and how 
inmany in large, single stores. The requested data are as follows: 

if some 6.820.000 retail workers, an estimated 4,150,000 would he covered 
by S. 1046. About 2.650.000 of the group to be covered are employed by retail 
chains, that is, retailers with more than one outlet, while the other 1,500,000 
are employed by single-outlet retailers. Of those employed by single-outlet re- 
tailers, 730,000 are in stores with over $1 million annual sales, 530.000 in stor 
with 8500,000 to $1 million in annual saies, and 240,000 in stores which do over 
$50,000 business annually with industrial or Commercial customers. 

Attached is a breakdown of this data in tabular form. 


TABLE 1.—Retail coverage of S. 1040 


All retailing 6, 820, 000 
Would continue exempt 2. 670. 000 

Would be covered by 5S. 1046 4,150, 000 
Where workers to be covered are emploved: 


Single stores 1, 500, GOO 
Chainstores 2. 850, 000 


| Data based on average employment during 1957; excludes executive, administrative, and prof 
employees. 


TABLE 2.—Retail coverage of S. 1046 


timber of 
vorkers In 
chainstores 


Workers to be covered are in retail enterprises with annual sales of 
Over $1 million 2, 420, U0 730, 000 
$500,000 to $1 million 170, 000 5380, 000 
Over $50,000 to industrial or commercial customers 60, 000 240, 000 


Total__. J 2, 650, 000 1, 500, 000 


Senator Provry. One other question: Do you feel or will you agree 
with me that any employer, if he is to stay in business, has to show at 
least a reasonable profit on the services performed by his employees? 

Mr. Meany. Not on the minimum wage; no, if he can’t pay a decent 
wage. 

Senator Proury. That isn’t the question. Doesn’t he have to show 
a profit to stay in business ? 

Mr. Meany. If his profit depended on paying less than the minimum 
wage, then I say he shouldn’t be in business. 

Senator Proury. I am not talking about the minimum wage. I am 
talking about any wage, whether it be $2 an hour or $1. 50 an hour. 
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He has to show a profit in order to stay in business, and that means a 
profit on the services performed by each one of his employees. Isnt 
that logical ? 

Mr. Meany. Well, again I say 1 don’t agree with you when you get 
to below a minimum wage. 

Senator Proury. You are saying if he is unable to pay a minimum 
wage, he should go out of business ? 

Mr. Meany. That is right. 

Senator Proury. Well, that is entirely different. If he can’t make 
a profit, he is going out of business anyway. 

Mr. Meany. That is right. 

Senator Proury. And so we are trying to arrive at a fair average 
which will enable the small businessmen to stay in business. They 
are the ones I am primarily concerned with in this legislation. I don’t 
want to put out of business small independents who are growing and 
have only limited financial resources. I want to give those fellows 
2 chance to expand, because if they can’t, we are going to become a 
Nation of big business. 

Mr. Meany. Senator, can I point to the fact that this argument 
was used when we raised the minimum to 75 cents and it was used 
again when we went from 75 cents to $1 and the record of what hap- 
penis subsequent to those increases in the minimum wage does not sub- 
stantiate this argument. 

Senator Proury. I am not using it as an argument. I am simply 
asking for purposes of information. 

Another question: How did you arrive at this figure of $1.25? 
Why wouldn’t $1.50 be better? 

Mr. Meany. Well, this is a field where you've got to make a little 
progress. It is quite obvious that the minimum standard, the mini- 
mum yearly wage required for what we call a decent, normal standard 
of living is still | going to’be far above what this $1.25 will bring. 

In fact, the minimum is $4,200, isn’t it ? 

Mr. Rurrensere. $4,600. 

Mr. Meany. And this minimum, of course, will still be well below 
that. 

Now you ask why we hit upon $1.25. Well, we im the labor move- 
ment. have one close relation with people in the political field. We 
believe in doing the possible and that is supposed to be the e lence of 
politics, the science of doing the things that are possible. rankly, 
as I stated before in answer to a question by Senator oktwiien when 
he asked did I feel that within a few years there would be a demand 
to go above the $1.25, I said I was positive that would be so. 

I think it is possible to get $1.25 at this time, and I think as we go 
along and this $1.25 becomes completely inadequate, we will again 
try to go up. 

I think that is inevitable with the nature of things. 

Senator Proury. You will agree that any pronounced increase in 
prices, and in the general price structure does have an adverse effect 
upon those living on pensions or retirement income of one kind or 
another ¢ 


Mr. Meany. Yes. 
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Senator Proury. And we do have to give some thought to its im- 
pact upon them / 

Mr. Meany. That is right, and I state again that this total increase, 
if it all went in prices, would be less than 1 percent. 

Senator Proury. I will be very anxious to study that figure and 
determine how you arrive at it. ; 

I don’t question the figure but just as a matter of information, I 
would like to see it and study it. 

Mr. Meany. We will be glad to break that down for you. 

Senator KeENNepy. Senator McNamara ?/ 

Senator McNamara. Mr. nacre I have no particular questions. 
I am sorry I couldn't be here to hear all of your testimony. I am 
sure it will be very helpful to the « onan 

As I understand this small businessman proposition in relation 
to the $500,000 total sales, that is most of the small businessmen per 
se would be exempt from the regulation of this act. 

We are all concerned with the small businessman today, and I 
know Mr. Meany is as much concerned as anyone else. When it gets 
to the question of how much wages should be paid, actually to go 
far enough we can’t pay any wages in some cases, but this is not the 
way to keep a man in business. 

I think this is the philosophy contained in this bill. 

Again, all that I want to say is thanks for the testimony. I am 
sure that we will make great use of it, not only in this committee but 
on the floor of the Senate. 

Senator Kennepy. Thank you very much, Mr. Meany. 

I understand Mr. Ruttenberg is prepared to testify. His statement 


is quite lengthy. Are you going to summarize your statement, Mr. 
Ruttenberg 7 


Mr. Rurrensere. Yes. 

Senator Krennepy. I have read the statement and find it most in- 
formative, particularly the analysis of the Department of Labor's 
4(d) report. Do you prefer to summarize the statement ? 

Mr. Rurrenserc. I could give the highlights in about 10 minutes. 

Senator Krnnepy. Please take all the time you feel necessary. 

Mr. Rurrennerc. You set the time and I will be glad to go ahead. 

Senator Kennepy. I would like to try to finish with your testimony 
this morning. 

Suppose you proceed and see if you can’t try to finish by 12:15. 

The full statement will be printed at this point. 

(Mr. Ruttenberg’s statement follows :) 


STATEMENT BY STANLEY H. RUTTENBERG, DIRECTOR OF RESEARCH, AMERICAN FED- 
ERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS ON S. 1046 FoR 


EXTENSION OF COVERAGE AND INCREASE IN THE MINIMUM WAGE OF THE FAIR& 
LABoR STANDARDS ACT 


As President Meany has already stated, the AFL-CIO is urging (1) exten- 
sion of coverage of the Fair Labor Standards Act to over 7% million workers 


now not protected, and (2) an increase in the minimum wage to $1.25. To 
provide these needed improvements, we recommend enactment of S. 1046, intro- 
duced by Senator Kennedy, the distinguished chairman of this subcommittee, 
ee Senators Morse, McNamara, Murray, Randolph, and Williams of New 
ersey. 


I will discuss first the matter of coverage and then examine the need for 
the increase in the minimum. 
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PRESENT COVERAGE OF THE ACT 


The Fair Labor Standards Act now covers approximately 24 million workers. 
Excluded from its protection, however, are another 20 million wage and salary 
workers who could be covered. 

This excluded total does not take into account another 23 million who are 
also excluded as generally outside the scope of the act: 11 million proprietors, 
self-employed workers and unpaid farm family workers, 7 million Government 
employees, and 5 million executive, administrative, and professional employees. 

Appendix A, table 1, presents by major industry the estimates recently pre- 
pared by the U.S. Department of Labor of the number of workers covered 
and not covered by the act. The table is based on 1957 employment data, but 
there is no reason to believe the basic picture has changed. 

The table shows that the act now excludes broad areas of industrial and 
business activity from application of its minimum wage and maximum hours 
safeguards. While the act covers 99 percent of wage and salary workers in 
mining, 95 percent of those in manufacturing, and 87 percent of those in trans- 
portation, communications, and utilities, it protects only 3 percent of those in 
retail trade, 17 percent of those in services and related industries and 44 percent 
of those in construction. 

Of the 20 million unprotected workers, almost a third, nearly 7 million, are 
in retail trade. The second largest group, over 4 million, is in the service 
industries, with the remainder of the uncovered workers employed in a wide 
variety of other industries. 

The table also shows how the uncovered workers are excluded. Of the 20 
million excluded (19,685,000 annual average), some 5.3 million are not covered 
solely because of special exemptions in the act. Another 14.3 million are denied 
the protection of the act because they do not fall within the act’s present 
unduly narrow definition of “interstate commerce.” 

A breakdown (not provided in the table) of the 14.3 million excluded by 
the limited definition of “interstate commerce” indicates that 8.6 million of 
them are also excluded from coverage by the act’s specific exemptions. It is 
apparent therefore that for many of these workers to be brought within the 
coverage of the act it is necessary both to change the narrow present definition 
of interstate commerce and to eliminate specific exemptions. 

Most of the excluded workers were left uncovered when the act was originally 
adopted in 1938. They were not covered, not because it was inherent in the 
nature of the act that they be excluded, but because the act was limiting in its 
initial application. 

However, as reflected in its declaration of policy, the act should since have 
been extended to other areas of need. Congress stated, in section 2 of the act, 
that its policy was “to correct and as rapidly as practicable to eliminate * * * 
labor conditions detrimental to the maintenance of the minimum standard of 
living necessary for health, efficiency, and general well-being of workers.” 

Instead of being expanded to correct detrimental labor conditions in additional 
industries, the act was limited further by amendments in 1949 which reduced 
coverage. 

If the act is to serve the fundamental purpose of assuring at least a minimum 
level of earnings to low-paid workers, its coverage must be extended as broadly 
as possible, limited only by the principles of our Federal system of government 
and feasibility of administration. It is with this goal in mind that we have 
repeatedly recommended changes in the law which would both broaden its basic 
coverage and remove unnecessary and unjust specific exemptions. 

Let me start by outlining the existing restrictions in coverage of the present 
act, then stating the specific recommendations for broadening of coverage in- 
cluded in S. 1046, and then indicating some of the basic considerations which 
underlie our view, 


RESTRICTIONS ON COVERAGE IN PRESENT ACT 


Most Federal statutes based on the power of Congress under the Constitution 
to regulate “commerce among the several States” are drafted to apply broadly 
throughout the full scope of such power. This is true of the original National 
Labor Relations Act, and the present Labor-Management Relations (Taft- 
Hartley) Act. Where such statutes were not drafted in broad terms originally, 
later amendments have extended their scope. 
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Almost alone among important Federal statutes based on the Constitution’s 
commerce Clause, the Fair Labor Standards Act continues to exclude millions 
of workers who could be protected by its minimum wage and maximum hours 
safeguards if the act were broadened within the clearcut constitutional power 
of Congress over commerce. 

There are four principal ways in which the scope and application of the Fair 
Labor Standards Act are restricted, contrary to its broad humanitarian and 
remedial purposes: (1) The basic coverage concept used in the act limits cov- 
erage to activities “in commerce” or “in the production of goods for commerce” ; 
(2) the act bases coverage on activities of individual employees rather than on 
the activities engaged in by their employer: (3) the act contains a multitude of 
specific exemptions that deny the protection of the act to millions of workers, 
even though they are “engaged in commerce or in the production of goods for 
commerce”: and (4) the act’s definition of “produced” for commerce was nar- 
rowed by technical amendments in 1949 which removed from coverage employees 
who are not engaged in occupations “closely related” and “directly essential” to 
production. 

The first restriction, the unduly narrow definition of interstate commerce, 
rules out broad areas of industrial and business activity which actually affect 
commerce just as clearly and substantially as activities included in the defini- 
tion. 

As the U.S. Department of Labor has described it, in its report filed with the 
Subcommittee on Labor of the Senate Committee on Labor and Public Welfare 
during hearings in May 1955, 

“* * * The present act extends far beyond interstate commerce, which is 
the central core of the Federal Government's authority in this field, to ‘apply 
to a whole complex of activities which precede commerce, broadly defined as 
production for commerce. It does not, however, extend at all beyond com- 
merce to the other complex of activities which follow commerce.” 

These excluded activities are as much related to the movement of goods in 
commerce, and the existence of substandard labor conditions in these activities 
has just as much effect upon commerce, as do the production of goods for com- 
merce and the existence of substandard labor conditions in such production 
activities. 

Closely connected is the second restriction, which decides coverage on the 
basis of the activity of the individual employee, and not on the activities of his 
employer. In every case the test of coverage is whether work in which the 
employee is engaged is such that he (and not merely his employer) may be 
said to be “engaged in commerce or in the production of goods for commerce.” 

All too frequently some employees of huge corporations with farflung interests 
all over the country are denied the protection of the act because they personally 
are not technically “engaged in commerce or in the production of goods for com- 
merce.” At the same time, some employees of even the most local type of small 
business are covered by the act because they are technically “engaged in com- 
merce or in the production of goods for commerce.” 

Often too there is uneven coverage within an enterprise, so that some em- 
ployees of an employer are covered while others, working alongside them and 
doing the same work, are not. For example, employees ordering merchandise 
from outside the State would ordinarily be covered by the law since they are 
“engaged in (interstate) commerce.” Other employees of the same employer, 
however, who are engaged in sending out the same merchandise, but within the 
State, are not covered by the act because they personally are not “engaged in 
(interstate) commerce.” 


LIBERALIZATION OF COVERAGE PROVIDED BY S. 1046 


We urge the liberalizations in coverage of the act which would be made by 
S. 1046 (Kennedy-Morse bill). They would overcome some of the worst inade- 
quacies and inequities flowing from the present coverage provisions. 

The changes made by 8S. 1046 would extend coverage of the act to some 7.8 
million workers not now protected. Appendix A, table 2, presents new detailed 
estimates by the U.S. Department of Labor of the different groups of workers 
who would be brought within the protection of the act and of the number in 
each group who are paid less than $1.25 an hour. 

‘yver 50 percent of these workers to be covered, over 4 million, are in retail 
trade. Other major groups, accounting for another third, are in hotels, laun- 
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dries and other service industries, wholesale trade, and construction. The 
remainder, as noted by the appendix tables are in such varied industries as log- 
ging, taxicab, telephone, transit, and water transportation. 

The bill accomplishes this extension of coverage by revising the restrictions 
of the present act in the following basic ways: 

(1) For certain specified types of enterprises, principally large employers, 
it would broaden the definition of interstate commerce to include activities 
“effecting commerce”, basically the same definition of interstate commerce 
already applied by the Labor-Management Relations (Taft-Llartley) Act. (The 
enterprises described by the bill are listed later.) 

(2) For these enterprises, coverage would be applied on an employer basis 
rather than on the present basis of a coverage test applied to the individual 
employee. 

(3) Changes would be made in existing specific exemptions. (These are 
detailed later.) 

(4) The definition of the term “produced” is restored to its pre-1949 definition, 
that is, it is made applicable to operations “necessary” to the production of 
goods, rather than to the narrower “closely related” and “directly essential” 
to the production of goods. 


ENTERPRISES TO BE COVERED 


S. 1046 lists enterprises in seven categories and declares them to be covered 
if they (a) do more than a specified amount of business a year and (6) are 
engaged in an activity affecting commerce. 

The fixing of a minimum amount of business as a test for coverage means that 
a small enterprise, such as a small family store, which does only a limited volume 
of business, would be excluded even if engaged in an activity affecting commerce. 

The amounts of business specified as the test of coverage are based for the 
most part on the current standards being applied by the National Labor Relations 
Board in determining whether it should take jurisdiction in any situation under 
the Taft-Hartley Act. 

The seven types of enterprise which S. 1046 would explicitly include in cover- 
age of the Fair Labor Standard Act if they are engaged in an activity affecting 
commerce are listed in the bill as follows: 

(1) Any retail enterprise with annual sales of at least $500,000. (Also, 
to include firms acting essentially as distribution centers for industrial or com- 
mercial customers, a retail enterprise would also be covered if it has sales to 
or for resale to industrial or commercial customers amounting to at least 
$50,000 a year. ) 

(2) Any service enterprise with annual sales of at least $500,000 (or sales 
to industrial or commercial customers of at least $50,000). 

(3) Any laundry, cleaning or clothes repairing enterprise with annual sales 
of at least $250,000 (or which has sales to industrial or commercial customers 
amounting to at least 15 percent of its gross sales). 

(4) Any enterprise operating a street, suburban, or interurban transit system. 

(5) Any enterprise operating taxis which has annual business of at least 

000 


; (6) Any building and construction enterprise with annual business of at least 
50,000. 

(7) Any other enterprise which “has one or more employees engaged in 
commerce or in the production of goods for commerce if the annual gross 
volume of sales of such enterprise is not less than $50,000.” This category 
applies fundamentally to enterprises already covered by the act; it is included 
in the listing essentially in order to apply coverage on an employer basis rather 
than on the basis of activity of each individual employee. 

Another provision in the bill makes it clear that so-called “mom and pop” 
shops will not be covered by the act. It states specifically that retail and 
service enterprises in which the only employees are the owners and parents, 
spouse or children are excluded. 


CHANGES IN EXEMPTIONS 


The bill makes the following changes in existing exemption provisions: 

(1) Minimum wage and overtime exemptions are eliminated for employees 
in those types of enterprises which the bill would specifically cover: (a) retail, 
(b) service, (c) laundry, cleaning, and repairing, (d) street, suburban, and 
interurban transit systems, and (e) taxicab enterprises. 


41681—59——_5 
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(2) Existing minimum wage and overtime exemptions are eliminated for 
employees (a) employed in a local retailing capacity (but outside salesmen 
remain exempt), (b) in weekly and semiweekly newspapers, (c) in sawmills 
with 12 or fewer employees; (d) in packing, canning or other processing of fish 
or seafood products (but fishing and other occupations which precede processing 
of such products continue to be exempt), (e) employed as seamen (but existing 
exemptions for seamen on vessels not American vessels are retained and special 
provisions have been included in the bill for determining the hours worked by 
ship employees for purposes of the act), and (f) employed as telephone switch- 
board operators in smaller exchanges (but operators working on a switchboard 
located in their home are still exempt). 

(3) Overtime exemptions are eliminated for employees (a) of pipelines, (6) 
in trucking, and (c) engaged in agricultural processing occupations (but existing 
exemptions for agricultural processing in the area of production are retained). 


REASONS FOR EXTENSION OF COVERAGE 


Let me now state briefly some of the basic considerations behind our recom- 
mendations for the extension in coverage of the act provided by S. 1046. 

There is first the very great need of uncovered workers for legal assurance of 
fair labor standards, for without such protection they are defenseless against 
substandard conditions. Decent minimum living standards cannot be attained 
on the low wages so often paid in the absence of a legally required reasonable 
minimum wage. State action has proven grossly inadequate to plug the gaps 
in coverage of the Federal law. 

Moreover, the present exemptions provide unwarranted special privilege for 
large employers. The main beneficiaries of existing exemptions supposedly 
designed for small local businesses are actually giant enterprises with extensive 
interstate operations. 

UNCOVERED WORKERS LAG BEHIND 


There is no question that denial of protection of the act has meant that a 
large proportion of the uncovered workers are paid pitifully low wages or are 
required to work excessive hours without overtime pay. Their wages and hours 
standards have lagged far behind those of the economy as a whole. 

Of the over 7 and one-half million workers to whom 8. 1046 would extend cov- 
erage, some 3 million, over 40 percent, still are paid less than $1.25 an hour. 

It should be borne in mind, as the principal consideration, that unless cover- 
age of the act is extended, the uncovered low-wage workers will be doomed to 
continue at depressed wage levels and substandard living conditions. Far below 
what our Nation proudly thinks of as American standards. 

These workers have no bargaining power. They must accept whatever wage is 
provided to them no matter how low. Alternative job opportunities at decent 
wages are usually not known or available to them. 

In the absence of a legal minimum requirement, wages for these unprotected 
workers at the bottom end of the Nation’s wage distribution simply remain 
stationary or creep up belatedly over the years at only a minor fraction of the 
pace of general wage advances. 

As President Meany has already emphasized, the continued denial of coverage 
to the many low-paid workers who could and should be protected means an ever- 
widening gap in living standards between them and the rest of the Nation’s 
workers. It means the unwholesome encouragement of the existence of a de- 
pressed class in our society, a class of workers consigned to a low level of living 
that falls steadily and more distantly behind the standards employed by Ameri- 
can workers as a whole. 

The widening gap between workers paid substandard wages and workers as a 
whole is not simply a matter of differences between uncovered and covered 
industries. 

Uncovered industries can and have raised wages steadily. But within these 
industries the lowest-wage groups consistently fail to move up at all noticeably. 

Thus, average hourly wages in retail trade are $1.74 in January 1959, the most 
recent month for which data are available. The average has been increasing 
despite the fact that its rise is restrained by the large numbers of retail workers 
whose wages do not rise. Since January 1955, the average has gone up 26 cents. 
Over the last 10 years it has risen 60 cents. 
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But, while the average indicates the wages the retail industry does widely pay, 
it does not fully reveal the continual widening of the gap between the many 
retail workers whose wages do rise steadily and those who fall further and 
further behind. 

The retail wage distribution survey for which Congress provided a special 
appropriation several years ago does show how low the wages of many retail 
workers have remained because of the lack of minimum wage protection. The 
survey, by the Labor Department, found that in October 1956 the bottom 2 percent 
of retail workers (over 75,000 workers) were paid less than 50 cents an hour. The 
bottom 10 percent (600,000 workers) were paid less than 75 cents. 

It is estimated that, of the over 4 million retail employees of large retail enter- 
prises which would be brought within the coverage of the Fair Labor Standards 
Act by S. 1046, about 1.9 million are being paid less than $1.25. 

The picture of general wage advances unshared by a laggard group because of 
their exclusion from coverage of the act is apparent in other uncovered industries 
as well. 

One of the major arguments advanced against extension of the act is that a 
large part of the work force of the uncovered retail and services industries are 
unskilled or low skilled, are very young, very old, or are women. The contention 
is that a wage differential is warranted for such “marginal” or less efficient types 
of workers—as against workers typically in manufacturing industries—and that 
the minimum wage law should therefore not be applied to the workers now 
unprotected. 

We do not share this view and it should not be permitted to obscure the fact 
that the Fair Labor Standards Act does not decide what wages shall be paid. It 
specifies only a minimum, a minimum which, at $1.25, would still permit substan- 
tial wage differentials because it would still be less than half of the average 
amount paid that part of the work force already earning over $1.25. 

To the related argument that wages are low for uncovered workers because 
their productivity is low, the statement of the staff report to this Senate com- 
mittee during the hearings on amendment of the act in 1955 is pertinent. 

“Low wages and low productivity are interrelated rather than low productivity 
causing low wages. Investigations by the Wage and Hour Division have shown 
that there are wide differences in managerial performance between different 
firms and that possibilities for improvement exist in almost all situations. They 
have also shown that low wages are often the cause why known technological 
improvements are not introduced until a statutory minimum wage is enacted. 

“It can, therefore, not be argued that wages are low because productivity is 
low. It is not possible to give definite trend data but the available informa- 
tion on productivity has been carefully examined and the conclusion seems 
evident that there is not consistent pattern of correlation between low productiv- 
ity and low-wage industries.” 


NEED FOR MINIMUM LIVING STANDARDS 


It is evident that coverage of the act would provide a sorely needed lift in 
depressed living standards for low-wage workers and their families. This is 
required by the expressed goal of the Nation’s fair labor standards policy, the 
achievement of a “minimum standard of living necessary for health, efficiency, 
and general well-being of workers.” 

This vital human consideration, this compelling humanitarian reason for 
— coverage of the act, unfortunately is often lost sight of or brushed 
aside. 

There can be no disagreement that workers trying to support a family on 
wages of less than $1.25 an hour cannot begin to provide adequate food, clothing 
and shelter by American standards. Even $1.25 does not of course permit an 
adequate living standard, but it would be a major forward step for the many 
now eking out an existence on less. 

The record of past hearings documents amply the fact that earnings below $1.25 
fall far short of sustaining the minimum standard of living the act was designed 
to foster. To bring this material up to date to provide a current yardstick, 
let me cite two basic sources of budget standards. 

The first is the city worker’s family budget of the U.S. Department of Labor, 
Which measures the minimum necessary to provide a “modest but adequate” 
standard of living in this country. 

Unfortunately, the Department of Labor has not recomputed this budget since 
October 1951. In fact, even the 1951 survey was based largely on pre-World 
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War II patterns of living and therefore does not take account of many items 
which should be included in a “modest but adequate” budget today but which 
may not have been considered necessary 20 years ago. Despite these limitations, 
it is worthwhile to bring the 1951 budget roughly up to date to estimate the 
minimum needed now to provide a “modest but adequate” standard of living 
for a worker and his family. 

By adjusting for changes in consumer prices and Federal income and social 
security taxes since October 1951, we find that as of March 1959 minimum earn- 
ings of $4,665 would be needed to provide the items included in the Labor 
Department budget. Assuming steady employment all year and a 40-hour work- 
week, this annual budget would require wages of about $90 a week, or $2.25 an 
hour. 

It might, perhaps, seem irrelevant in these hearings to even consider a budget 
requiring more than twice the present statutory minimum wage. We think it 
is by no means irrelevant, however, because this city worker’s family budget 
actually provides a very modest level of living. ’ 

Let me indicate a few examples of the items included in this budget. 
Although it is intended to cover a family of four, including two children, it 
provides for less than 2 quarts of milk a day. On clothing, the husband can 
buy, for example, one heavy wool suit every 2 years and a light wool suit every 
3 years. It permits three phone calls a week on a pay phone outside the house 
and allows no leeway whatsoever for savings. Thus, it can be seen that this 
budget falls far short of providing even a reasonably comfortable standard of 
living. 

If a $2.25-an-hour income can provide only such a modest standard of living, 
it does not take much imagination to realize how very little can be afforded 
when a family must try to exist on less than $1.25 an hour. 

The second basic budget yardstick is the estimates made by various State 
governments of the income required to provide for the minimum needs of a 
single woman worker with no dependents. These studies demonstrate that 
$1.25 would barely begin to provide a minimum adequate budget for a single 
woman. 

A total of 13 States have made such estimates in recent years. Appendix B 
lists them and presents their original estimates and the updated current 
equivalent. 

The appendix shows that in the median State, Arizona, the minimum budget 
necessary for a single woman would now be about $2,488 a year. This would 
require an hourly wage of $1.25, based on an assumption of a full 2,000 hours 
worked per year or $1.38, assuming 1,800 hours of work. Assuming only 1,60 
hours of work a year, which appears to be closer to the reality of average 
annual hours actually worked, the hourly wage needed would he $1.55. : 

Thus the best estimates of minimum needs make it evident that less than f 
$1.25 cannot afford even a single worker without dependents a minimum stand 7 
ard of living. 

True, there are millions of workers not covered by the act who have some 
how managed to exist with their families on unbelievably low wages. 

At the hearings of this committee in 1957, we introduced into the record 
the findings of research teams the AFL-CIO sent into three typical communi 
ties (Asheville, N.C., Pottsville, Pa., and Springfield, Mo.) to find out how 
such workers lived. They interviewed low-wage hotel workers, waitresses, retail 
clerks, laundry workers, and other employees in service and trade occupations 
not protected by the Fair Labor Standards Act. 

I will not repeat here the findings on the wages and living standards of such 
workers and their dependents, but I do want to refer you to the 1957 hearings 
record for what the research teams found—a grim picture of deprivation and 
desperation, of excessive workweeks, of meager meals, unmet medical and dental 
needs, and of children clad in patchwork and lacking shoes. 


INADEQUACY OF STATE ACTION 


Theoretically, workers not covered by the Federal act are supposed to be pre 
tected by State minimum wage laws. In actual practice, however, the State 
have with few exceptions been unable or unwilling to provide adequate minimuD 
wage protection for workers not covered by the Federal law. 

Appendix B presents a brief analysis of State minimum wage provisions and 
lists the minimum wage requirements in effect in each State for retail trade, 
laundries and dry cleaning, hotels and restaurants, and the canning industry. 
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The analysis shows beyond question that State legislation has failed to protect 
the workers not covered by the Federal law. 

It points out that half of the States have no minimum wage protection what- 
ever for any workers in nonmanufacturing industries. Other States provide 
minimums for women alone or in only selected industries. All told, not more 
than a fifth of the 20 million workers unprotected by the Federal law receive 
protection at all from State minimums. 

Moreover, where there is some State minimum wage protection, it is in most 
instances badly outdated or abysmally litle. In only nine States and Territories 
does a minimum wage law provide 75 cents or more for all workers. 

In retail trade, only about a quarter of the workers excluded from Federal 
coverage are covered by any State minimum wage. Only 10 States and Terri- 
tories provide a minimum for retail workers of $1 or more. 

This record of continued inadequate protection by State action makes it evi- 
dent that the only way of assuring decent minimum wage protestion to workers 
who need it most is to extend to large groups of uncovered workers the protection 
of the Fair Labor Standards Act. 


LARGE ENTERPRISES ARE NOT LOCAL BUSINESS 


The theory underlying the bulk of the exemptions from the Fair Labor Stand- 
ards Act, particularly in the retail and service industries, is that the exempt firms 
are small local business which should not be covered by the Federal law. 

Most retail and service firms are still small local operations. But some have 
grown into the big-business class. Giant retail chains are now the chief bene- 
ficiaries of the exemption intended primarily for small neighborhood stores. 
Huge hotel chains enjoy the immunity from the act provided for the small local 
hotel. 

The large firms are only a relatively small number of all the firms in these 
industries, but they account for a sizable or even major part of all the business. 
Thus, in retailing, census data available on an establishment basis show that 
only 3 percent of all stores had annual sales of $500,000 or more, but these 3 
percent accounted for 40 percent of all the sales and a third of all the employ- 
ment. Moreover, the trend is toward having an increasingly large share of 
retail and service business conducted by the giant firms. 

The Kennedy-Morse bill takes account of these facts. It would extend the 
Fair Labor Standards Act to the large enterprise to remove the unfair exemp- 
tion. 

The bill would not extend the act to genuinely small merchants or service 
companies, such as the neighborhood corner small grocery store, or the locally 
owned and run variety or drugstore, or the main street shoeshine parlor and 
the like. Retail and service enterprises doing an annual business of less than 
$500,000 would still be excluded from the act. (The dividing line for laundries 
and dry cleaners servicing the housewife is $250,000, since only the largest 
laundries do that much business. ) 

But large enterprises, chain operations which are very much in interstate 
and not merely local business, would be covered. This includes such giant 
enterprises as Woolworth’s and Kresge’s, Sears Roebuck, the A. & P., and the 
Hilton-Statler hotel chain, each of which is now largely exempt. 

Because such big business interests attempt to enlist public support against 
extension of the act to their operations by spreading the false idea that small 
merchants would be covered, let me reemphasize that small genuinely local retail 
and service firms would not be covered by the Kennedy-Morse bill. 

Actually, the small store owner and service operator would be helped by 
the bill. Their big competitors would have to meet the fair wage-hour stand- 
ards. And the extra buying power which many low-paid workers would get 
upon adoption of the bill would mean increased business for the small 
merchants. 

These, then, are some of the basic considerations which warrant extension 
of the act’s coverage. I have not gone into greater statistical detail on each 
group involved because representatives of the individual national unions in the 


industries concerned will be appearing later in these hearings with additional 
information. 
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INCREASE IN MINIMUM TO $1.25 AN HOUR 


Let us turn now to some additional considerations which are also involved 
in the other basic feature of S.' 1046, the increase in the minimum wage to 
$1.25 an hour. 

The existing minimum of $1, an increase of 25 cents an hour over the previous 
75 cents, was enacted in 1955 to become effective in March 1956. It was esti- 
mated at that time that increases were required for slightly over 2 million 
workers, although it appears now from additional data which has become avail- 
able that the number for whom raises were required was actually larger 
and apparently exceeded 24 million. 

Enactment of the $1 minimum was opposed vigorously by many employer 
groups who warned that it would drive many companies out of business, create 
unemployment among the low-wage workers, and also have serious inflationary 
effects. 

The Administration was willing to accept an increase to 90 cents, but refused 
to go any further. Organized labor pressed for the $1 minimum (and more) 
on the grounds that it would benefit low-paid workers without causing any 
undue ill effects for the economy. 

Surveys of what actually happened after the $1 minimum became effective 
show that the increase was in fact easily absorbed by the economy, with 
negligible adverse effects even in the lowest-wage industries and regions in 
which some difficulties of adjustment could reasonably have been anticipated. 

Indeed, it appears evident from the smoothness of the adjustment by the 
economy that a higher minimum could also readily have been taken in stride 
then. 

The successful record of adjustment to the $1 minimum parallels the experi- 
ence with the earlier increases in the minimum as well. Although each adjust- 
ment of the minimum has been preceded by extensive pronouncements that 
disastrous effects would follow, it is evident that any effects which might be 
characterized as detrimental cannot in even a slight degree begin to approach 
the notable beneficial effects. 

Now again the same arguments advanced in the past and proved to lack merit 
are emerging and being widely publicized again. 

The administration has catered to several of these arguments by business 
interests by attempting to obsecure and mislabel its own findings by the Depart- 
ment of Labor on experience with the increase to the $1 minimum. 

The Secretary of Labor sent to the Vice President and the Speaker of the 
House, on March 12, 1959, a copy of a 700-page report on experience under 
the $1, accompanied by a covering letter in which he sought to give the impres- 
sion that adjustment to the $1 was difficult and that an increase in the minimum 
at this time would have adverse effects on the economy. 

We have analyzed that same report after it was made generally available. 
As AFL-CIO President Meany stated in a letter to the Vice President and 
the Speaker on March 25, our analysis found that the Secretary’s own report 
in no way substantiates his decision to oppose a higher minimum wage and 
does not include a shred of information indicating that the increase to $1 had 
an adverse effect on the economy. 

Instead, our examination of the report finds that, even though it focuses 
almost solely on the lowest wage industries and areas in which some difficulties 
might have been expected, it shows remarkably few ill effects traceable to 
the minimum and these were more than offset by benefits to the workers receiv- 
ing increases and to the communities. 

The report of the Labor Department would have presented an even more 
favorable picture had it examined and described the social and human benefits 
of higher wages for the workers raised to the minimum. 

Also,‘ oddly, the report as finally released by the Secretary does not discuss 
effects on the economy as a whole, even though a preliminary report issued 2 
years earlier promised that the final report would provide such an examination. 
However, the preliminary report had offered a brief analysis of the broad 
economic effects of the $1 minimum, an analysis which concluded that it could 
find no adverse impact on the economy reflected in any of the Nation’s economit 
or statistical indicators. 

Appendix D attached to this statement presents President Meany’s letter 
concerning the Secretary of Labor’s report on the effect of the $1 minimum and 
the analysis by the AFL-CIO research department of that report. 
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In the case of Puerto Rico, I should note, we would not require the $1.25 mini- 
mum immediately for all industries, but would rather apply to all existing in- 
or 


dustry minimums in the Commonwealth the same 25 cents per hour increase to 
be made in the mainland minimum. 


REASONS FOR $1.25 


Before examining some of the arguments being raised against the $1.25 mini- 
mum, let me state why $1.25 is now warranted for economic reasons. 

President Meany has already emphasized the broad social and humanitarian 
factors, as well as the significant implications of the example we set for the 
world, which in themselves each justify extension of coverage and a raising of 
the minimum. 

Also, we have stressed earlier that the present minimum is far short of the 
amount needed to enable what the act is supposed to provide: a “minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers.” Even the $1.25 is readily acknowledged by virtually all as also in- 
sufficient for this purpose, but it is necessary as a definite step to the goal. 

It is now 4 years since Congress last adjusted the minimum, an adjustment 
beneficially absorbed by the economy. An increase to $1.25 now is economically 
sound and desirable and actually would do little more than reasonably update 
the $1 decided on back in 1955. 


COST OF LIVING AND PRODUCTIVITY INCREASES 


When the Senate Committee on Labor and Public Welfare recommended the 
increase to the $1 minimum in its report to the Senate on June 7, 1955, it singled 
out two factors as the principal elements in its decision: The increase in the 
cost of living and the general increase in the productivity of the economy since 
the preceding increase in the minimum enacted in 1949. 

By applying the rise in the cost of living and in productivity, it found that the 
75-cent minimum would be adjusted to $1.026, but it disregarded the 2.6 cents 
and recommended $1, describing that as “on the conservative side.” 

If Congress now does nothing more than merely update the minimum to take 
account of these two factors, cost of living and productivity changes, it would 
have to raise the minimum to $1.25. That is, $1.25 is needed simply to adjust 
the $1 minimum for cost-of-living rises to restore its original buying power 
and to provide those at the minimum with a fair share of the productivity 
advances of the economy. 

The stasistical data are as follows: 

(1) The cost-of-living increase from mid-1955, when Congress enacted the 
$1 minimum, until March 1959, is 8 percent. 

(2) Measurement of general productivity changes in the economy is difficult. 
There are also erratic fluctuations from year to year. It is therefore neces- 
sary to minimize distortion from short-run variations and to rely on trend 
data. 

The Economic Report of the President in 1958 presented special data prepared 
by the Labor Department of productivity trends in the postwar private eco- 
nomy.? It reported that the annual rate of productivity improvement in the 
postwar years (1947-56) in the private economy was 3.4 percent (using a 
man-hours-paid measurement) to 3.9 percent (using a man-hours-worked meas- 
urement). Applying this annual trend rate compounded for the 4 years 1955— 
59, the allowance for national productivity advances would be 14.3 to 16.6 
percent. 

The arithmetic calculations based on these data are as follows: 

Application to the $1 minimum of the cost-of-living change ($1 times 108 
percent equals $1.08) and the productivity movement ($1.08 times 114.3 percent 
equals $1.234 and $1.08 times 116.6 percent equals 1.259, with a midpoint of 
$1.247) requires that the minimum be raised to about $1.25. 


1The increase in the Consumer Price Index of the U.S. Department of Labor from June 
1955 (114.4), the most recent month for which data was available when Congress adopted 
the $1 minimum, to March 1959 (123.7) is 8.2 percent. The increase from August 1955 
(114.5), the month Congress voted the $1, to March 1959 is 8.0 percent. 
Appendix E presents the Consumer Price Index figures for each month since January 


2 Economic Report of the President, January 1958, appendix E, “Productivity Sta- 
tistics,” pp. 107-110. 
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In addition, if the overage of 2.6 cents which was not included in the minimum 
when these calculations were made in 1955 is applied now, the required minimum 
would be $1.273 or a rounded $1.27. 

What if, instead of assuming the postwar trend, we look at actual change for 
the specific years involved, because it will be noted by some persons that pro- 
ductivity advances in recession 1958 were less than the postwar annual average? 
If we do so, we find first from data available now that the estimate used by 
the Senate Labor Committee on the basis of longer run trend data, 20 percent, 
understated the actual advance in the economy in the specific years from 1949 
to 1955. 

The estimates most recently prepared by the Department of Labor’* and 
presented to the Congress’ Joint Economic Committee in connection with the 
hearings earlier this year on the 1959 Economic Report of the President, show 
that the actual increase in productivity of the private economy in this period 
was 24.2 percent. This means that the Senate Labor Committee use of trend 
data for 1949 to 1955 understated the actual rise for the period indicated ‘by 
later data by 4.2 percent. 

The new Labor Department calculations also present data through 1958. Data 
are of course not yet available for 1959, but a strong upturn in productivity is 
evident this year. Commenting on the prospects for productivity gain in 1959, the 
Commissioner of Labor Statistics, in his testimony before the Joint Economic 
Committee, stated that “our experience during the postwar period has been that 
the first full year of recovery after a recession has usually shown a higher 
than average increase in output per man-hour.” 

He noted that in 1950 following the 1949 recession, “output per man-hour for 
the total private economy increased about 7 to 8 percent.” In 1955, after the 
1954 recession, “‘the increase for the private economy was about 4.5 percent.” 

If we take the midpoint of the productivity gains in these last 2 postrecession 
years, 6 percent, we have a quite conservative estimate of the gain in productivity 
now underway in 1959. 

Using this 1959 estimate, the data show an actual productivity advance for 
1955-59 of 10.6 percent. Adding to this the amount by which the Senate use of 
trend data understated the actual advance in 1949-55, the total increase is 13.8 
percent. 

Applying the 13.8 percent “actual” productivity advance in place of the trend 
rate to the $1 minimum, adjusted for cost-of-living changes to $1.08, shows that 
the required minimum would be $1.229. If the overage of 2.6 cents not included 
in the minimum in 1955 is applied, the required minimum would be $1.255. 


GENERAL WAGE MOVEMENTS 


An increase to $1.25 is also warranted to keep reasonable pace with advances 
in the wage structure generally. 

In 1949, when the minimum was put at 75 cents, the average hourly pay for 
industrial workers was $1.40, so that there was a gap of 65 cents an hour between 
the minimum and the average. 

In the 10 years since then, the average, although restrained by limited move 
ment on the part of low-wage workers has gone up by 81 cents, to $2.21 as of 
March 1959 (and no doubt will continue to rise at least several cents more 
before the $1.25 minimum is made effective). Meanwhile, the minimum has been 


~_ 


raised only 25 cents in these 10 years, so the 65 cents gap has widened to became 
$1.21. 

The increase to $1.25 would pull the minimum back up to a more reasonable 
relationship to the average. It would by no means restore the old gap, but it 
would narrow it to 96 cents ($1.25 minimum as against the $2.21 average), still 
substantially larger than in 1949. 


®’The Department of Labor data on productivity increases in the private economy since 
1949 are presented in appendix F 
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This is reflected in the following table: 


| 
March | Effecto 
1959 $1.25 


since 1949 


Average hourly pay ! 
Minimum wage------ 
Gap between minimum and average 


1 Average hourly gross earnings of production workers in manufacturing. 
Source: U.S. Department of Labor. 


The change in hourly pay in individual manufacturing and nonmanufacturing 
industries since January 1950, when the 75-cent minimum became effective, is 
presented in appendix G. 


east oe ee Sw 
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COST IMPACT COMPARABLE TO $1 


It also appears clear that the increase to $1.25 can be accomplished without 
“substantial curtailment in employment or earning power,” the test which the 
act suggests as limiting the amount of increase. 

We are confident in the capacity of the American economy to support an 
improvement for its neediest citizens. We have faith in the resourcefulness 
and ability of American industry to adjust to an increase significantly larger 
than $1.25 if it has to. 

But beyond this general confidence, we rely specifically on the fact that the 
impact of $1.25 would be of the same general magnitude as the impact of the $1, 
which was absorbed with little difficulty. 

A direct comparison is available from two comparable wage distribution sur- 
veys of all manufacturing production workers made by the Department of Labor. 
The first survey was made as of April 1954, a year before Congress increased the 
minimum to $1; and the second, newly released, is as of May 1958. 

The 1954 study showed that the increase required to put the easily abserbed 
$1 into effect was about 0.85 of 1 percent of the factory-worker payrolls. 

Our calculations from the 1958 study (which is included in the report the 
Secretary of Labor has sent to Congress) indicates that, if allowance is made for 
the fact that the textile industry (the largest source of manufacturing employ- 
ment in the South) has since the study already adopted a $1.25 minimum, the 
cost of raising the legal minimum to $1.25 would be only slightly over 1 percent 
of factory-worker payrolls. 

The number of production workers under $1.25 in the 1958 survey is 1,756,000 
which, when reduced by some 250,000 to allow for textile workers already raised 
to $1.25, would be about 114 million, compared to a little over 114 million under 
$1 in the equivalent 1954 study. 

In the South, the region most strongly affected, the 1958 survey found 900,000 
workers under $1.25. If this number is reduced by some 200,000 textile workers 
in the South estimated to be affected by the new $1.25 minimum adopted in that 
industry, then the number of workers who would be affected would be fewer 
than the 723,000 whom the 1954 survey reported as under $1 in the South. On 
a percentage-of-payroll basis, the 1958 study, adjusted for textile increases, indi- 
cates that the increase required by a $1.25 minimum would be 3% percent of 
factory-worker payroll as against a 3%4 percent increase required by the $1 
minimum. 

In terms of payrolls of the economy as a whole, our estimate is that the 
broadened coverage and the $1.25 minimum together involve an increase of 
only 1 percent of the Nation’s payroll. 


BENEFICIAL FOR ECONOMY 


All told, it is estimated by the Labor Department that raising of the minimum 
to $1.25 would require increases for 3.8 million workers now covered by the 
act and that extension of coverage of the act as provided by S. 1046 would mean 
raises to $1.25 for 3.25 million workers now uncovered (appendix A, table 2, 


presents the Department’s estimates by industry of the numbers of uncovered 
workers under $1.25). 
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These estimates are too high, both because of changes since the date of data 
on which they are based and because of other qualifications, but for general 
public policy purposes they do serve to indicate the approximate scope of the 
adjustment required. 

In terms of total increase, the Department has further estimated that on an 
annual basis the aggregate increase required by a $1.25 minimum and extended 
coverage would be $1.1 billion for workers already covered, and $1.8 billion for 
workers to be covered, or a total of $2.9 billion. 

Since these estimates were made principally on the basis of data now more 
than a year old (it does not reflect, for example, the sizable upward movement 
in textiles to $1.25), it overstates somewhat the aggregate amount involved today. 
The amount is probably now close to $2.5 billion. 

Although this bulks large in terms of additional buying power for the lowest 
income families, it is relatively small as a percentage of total payrolls. The 
$2.5 billion would represent an addition of about 1 percent to total compensa- 
tion of employees, for in the first quarter of 1959 the Department of Commerce 
estimated that compensation of employees was at an annual rate of $265.5 
billion. 

The needed humanitarian benefits flowing from this boost in buying power for 
the Nation’s most ill-paid workers well justifies the higher minimum. But the 
higher minimum is valuable also for the economic contribution it will make 
to the health of our national economy. 

We underscore this fact that it is desirable for the economy because the major 
arguments raised against it are economic in nature. 

Our Nation needs a high and rising level of consumer purchasing power. It 
needs it to promote economic growth, to spur production, and thereby provide 
needed additional employment opportunities. 

This is particularly important at this time, for the economy is now on the 
upgrade from the 1958 recession. National output is expanding, although re 
covery in employment is still lagging. Additional consumer demand is needed to 
fortify and accelerate the upturn. 

The increase of $2.5 billion in buying power for low-income families will help 
provide the necessary strengthening of the consumer base of our economy. It 
will provide particularly valuable impetus for economic improvement in indus 
tries to which the bulk of low-income consumer expenditures flow—agriculture 
and food retailing, apparel and textiles, and home furnishings and equipment. 

The economic benefits are of another type as well. Expansion of the act’s 
coverage and a higher minimum do not mean merely a transfer of income from 
employers to low-paid workers (although it would be desirable even if it were 
only that). 

The increased wage pressures on affected industries generates real economic 
growth so as to provide not merely a redistribution of income but a net gain. 

A principal effect of a higher minimum is to stimulate the less efficient or 
marginal industries and employers into a reexamination of their operations. In 
the absence of such pressure most of them ordinarily drift along on an outmoded 
or unrealistic basis, often satisfied to be subsidized by their employees’ acceptance 
of substandard wages. 


The reexamination spurred by a higher minimum produces widespread signift § 


cant improvement in management, methods, products, and allocation of resources, 
Many a complacent firm has been jolted by increased wage pressures into changes 
which paved the way for more prosperous and expanded operations. 

This is reflected in a notable study made by the chairman of the department 
of economics of the University of Oklahoma, Dr. Paul Brinker. He examined 
the impact of the $1 minimum in 15 Oklahoma industries by studying the opera 
tions before and after the higher minimum in 110 companies which had to raise 
wages as against 26 companies in the same industries which did not have te 
raise wages. 

His findings, cited in a summary article published by the U.S. Department 
of Labor‘ states that: “The firms paying below $1 an hour showed a better 
record of employment than the firms already paying all employees over $1. The 
firms paying below $1 an hour were stimulated to increase production more, add 
more machinery, and increase efficiency.” 


“The $1 Minimum Wage Impact in 15 Oklahoma Industries,” Monthly Labor Review, 
U.S. Department of Labor, September 1957. 
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Confronted with the higher minimum wage requirement, companies which 
had to raise their wage payments “appeared to be a more dynamic group of 
entrepreneurs who were able to expand business even in the face of increased 
wages.” 


NEGLIGIBLE ADVERSE EMPLOYMENT EFFECTS 


The Secretary of Labor has stated as an argument against an increase in 
the minimum that the survey of the effect of the $1 minimum “presents evi- 
dence of disemployment” as a result of the minimum. This will doubtless 
be cited widely as a reason against an increase to $1.25. 

The Secretary’s statement is not supported by the evidence in the surveys 
involved or by a consideration of all the factors. 

But first let us note, to put the cries of possible unemployment in perspec- 
tive, that the business interests which warn loudly that a higher minimum may 
displace some workers (whether or not that is true) show little concern at 
the same time for the vastly greater numbers of workers actually displaced by 
automation, by ill-advised public economic policies, or by the unfair competition 
caused by low-wage industries. 

The test of the desirability or appropriateness of an increase in the mini- 
mum should not be whether it leaves intact all the low-wage employment in 
the lowest wage, most marginal companies in the country. If a higher mini- 
mum leads to displacement of some workers who are promptly absorbed in other 
jobs which the minimum has generated elsewhere, then the employment effects 
are not undesirable. 

All that the Labor Department surveys of the $1 minimum indicated was 
that in some selected segments of low-wage industries in which employment 
was declining before the increase in the minimum, it tended to continue to 
decline after the higher minimum. In such shrinking industries, it is improper 
to attribute a continuing downtrend to a higher minimum alone. 

In any event, to focus solely on such industries is of course not the appropriate 
way to measure employment effects. Account must be taken of the stimulating 
employment effects in other industries which more than offset or absorbed 
declines in laggard industries. 

The surveys fail to recognize that a decline in employment totals in one 
industry may signify, not an adverse or undesirable employment effect, but a 
healthy shift in employment to another industry. 

For example, suppose that a company in the work-shirt industry decides to 
give up trying to sell work shirts for workers who no longer wear them. If 
the company switched to making sport shirts instead (while maintaining or 
expanding its work force), the employment statistics collected in the Labor 
Department survey of the work-shirt industry would simply show a decline, 
although the decline could hardly be considered an adverse effect of the minimum 
wage. 

The Labor Department surveyed a total of seven localities in which large 
proportions of workers had to be given raises to $1. These overall looks at the 
community as a whole found that employment in each locality as a whole held 
its own or increased after the higher minimum—and retail sales business and 
personal income picked up noticeably. 

Actually, the Labor Department recognized that employment statistics for 
individual low-range industries may be affected by many factors other than 
the minimum wage alone. It therefore undertook to track down every report 
that could be found alleging that the minimum wage hurt employment. It 
visited every firm involved in such a report. The final report does not refer 
to this significant check, but the earlier preliminary report did state the findings : 

“The most significant result of this study was the small number of reports 
received. While this is not a measure of impact, it helps to put into proper 
perspective isolated reports that might otherwise lead to unwarranted general- 
izations. 

“Only about 500 newspaper accounts, letters, and oral statements alleging ad- 
verse effects were noted, and in only about 150 cases did there seem to be some 
reason for believing that the minimum wage had adversely affected employ- 
ment. (About 100 of the reports were not followed up because the names of 
the firms involved were not available to the Division.) These 150 plants em- 
ployed about 12,000 workers prior to the layoffs and indications were that about 
1,800 workers may have been discharged as a result of the minimum wage * * * 
There was a small amount of rehiring of laidoff workers after March, and some 
hiring of new workers to replace those discharged.” 
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In relation to the well over 2 million workers who received an increase 
because of the $1 minimum, it is abundantly clear that discharge of so few 
works is not truly an adverse employment effect, even if no allowance is 
made for increases in employment generated elsewhere by the increased buying 
power in the hands of the many who benefited from the higher minimum. 

It is relevant to note here too that the preliminary report of the labor Depart- 
ment, issued a year after the increase in the $1 minimum, states that: 

“The expectation by some that business failures would increase significantly as 
a result of the new minimum has not up to this time been confirmed by the avail- 
able statistics for the southern region of the United States.” 


$1.25 MINIMUM NOT INFLATIONARY 


The other major economic charge leveled against the $1.25 minimum is that it J 


would be inflationary. But in fact the wage increases required by a higher mini- 
mum are distributed in such a way and are so relatively limited in size from the 
point of view of the entire economy that they cannot have a discernible inflation- 
ary impact on the Nation’s price level. 

Let us examine the different aspects of this subject. First, the industries in 
which increases are required are large competitive price and and not adminis- 
tered price industries. Management emphasis is on maintaining price levels 
and meeting any increase in wage costs through improvements in efficiency and 
reductions in other costs. 

The impact on the overall price level will be small indeeed. 

This is well reflected in what actually happened in industries affected by the 
$1 minimum. The preliminary report of the Labor Department’s survey on 


effects of the $1 concluded (and the final report offered nothing additional on 


this) : 

“Price increases for some products of low-wage industries appear to be attrib- 
utable, at least in part, to the minimum-wage increase. However, prices for 
other products of low-wage industries did not increase during the first few months 
of the $1 minimum wage. 

“Wholesale prices for the products of industries which were required to in 
crease hourly wage costs because of the increased minimum wage did not rise 
any more than the average prices for other products. Prices for some of the 
products of low-wage industries may have been increased as a result of the mini- 
mum wage, but the amount of such increases does not appear to be sufficient to 
alter the general trend of the Wholesale Price Index.” 


The second fact to be realized is that the total wage increase required by the § 


$1.25 minimum, over $2.5 billion a year, is quite modest when related to the 
Nation’s prices as a whole. It amounts to only one-half of 1 percent of the 
Nation’s annual rate of gross national expenditure of $465 billion in the first 
quarter of 1959. 

This means that even if every cent of the additional wages paid because of the 
$1.25 minimum were to be passed on in higher prices, instead of being largely 
absorbed without price increases as past experience demonstrates would be the 
ease, then the total increase in the overall price level for the Nation’s output 
would still be a rather negligible one-half of 1 percent. 

The argument is sometimes spread that the higher minimum would be infla 
tionary because it would increase wages “all along the line.” Wholly apart from 
the question of whether price advances would really occur if wages were raised 
generally because of the higher minimum, the notion than minimum-wage 
increases are actually passed “all along the line” is contrary to fact. 

Companies which pay their employees less than the minimum just do not raise 
wages very much more than the law requires them to. They are not companies 
which observe the niceties of wage administration principles which hold that 
wage differentials must be maintained among employees for morale’s sake. If 
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these companies were responsive to employee attitudes and the wage administra- 
tion principles that govern elsewhere, they would not be paying substandard 
wages in the first place. 

Experience with past increases in the minimum indicates that employees below 
the minimum are raised to the minimum and left there, with negligible or no 
increases for those already above the new minimum, and that increases for those 
already above the minimum develop gradually in later years to restore what 
differentials existed. 

It is estimated that the indirect effeet of the minimum wage increase is about 
10 to 20 percent of the direet impact. This is hardly enough to alter the picture 
of a noninflationary impact. 

Some idea of the limited impact of direct and possible indirect effects of a 
higher minimum is provided by the fact that when the $1 minimum went into 
effect in March 1956, average hourly pay in all manufacturing rose from $1.93 in 
February 1956 by only 2 cents to $1.95 in March and by 1 cent more to $1.96 in 
April, with much-or most of the increase accounted for by normal wage move- 
ments unrelated to the minimum. 

Considered from the demand standpoint, it is also apparent that the increase in 
buying power for low-wage families will not push up the prive level. The 
economy will respond through stepups in output or, in the case of farm products, 
a drawing on existing plentiful and surplus stocks, for we are not in a period of 
too much money chasing too few goods. 

This is hardly an inflationary period, notwithstanding all the publicity given 
the problem of inflation. The last year has seen a remarkably stable price level. 
From March 1958 to March 1959 the Consumer Price Index has advanced a grand 
total of only three-tenths of 1 percent while the Wholesale Price Index has 
remained stable. 

A major part of the increased expenditures the higher minimum will make 
possible for low-income families will go toward reducing farm surpluses and to 
boosting output by putting idle capacity to use in such industries as apparel 
and home furnishings and appliances. Studies of low-income consumer expend- 
iture patterns show that of the $2.5 billion increase for the low paid, almost $1 
billion would go for food and a quarter billion for clothing. (Well over $100 
Million, incidentally, would be trimmed away in excise, income, and social secu- 
rity taxes.) 

This expenditure pattern for the extra buying power the higher minimum 
would mean for those at the bottom of the economic ladder would therefore 
hardly have any measurable inflationary effects. 

Clearly those who oppose a higher minimum wage to elevate the living 
standards of our most underprivileged citizens cannot effectively make a case, 
on the basis of economic fact, that the result would be inflationary. The entire 
increase in personal income resulting from our proposal would barely equal 
1 percent of the total compensation being paid in wages and salaries in the 


ne | United States. The impact of such a slight increase and of the way it would 
ly be expended would hardly have an effect at all upon the American price struc- 
be) ture for the reasons that have already been indicated. 


It is indeed shocking that those who oppose a reasonable minimum wage have 
the indecency to even raise this kind of an argument to support their opposition. 

Surely the great, productive, and rich American economy can afford to distrib- 
ute a little more food, a little more clothing and a few more of the other essen- 
tials of life to its most underpaid workers so that the happy phrase “American 
standard of living,” may come to have some real meaning for them and their 
families, too. 

In a nation in which unearned fortunes continue to be made in the stock 
market and in other areas of speculation and in which thousands of our wealthi- 
est families are contributing their share to inflation by an inordinate and lavish 
expenditure for unnecessary goods and services, it is shocking and morally in- 
defensible to raise the “inflation” outcry in response to an effort to achieve at 
least a decent standard of subsistence for our neediest Americans. 
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TaBLeE 2.—Estimated number of wage and salary workers brought under the mini- 
mum wage provision of the Fair Labor Standards Act by S. 1046 (Kennedy bill) 


Estimates represent average employment during 1957. Executive, administrative, and professional 
employees are not included] 


{In thousands] 


Employees brought under 
All non- minimum wage by 8. 1046 
covered or 
Type of employment and exemption provision exempt 
employees Number 
Total earning less 
than $1.25 


Wage and salary workers 3, 250 


Types of employment in which minimum wage oe 
SNORE Bn So cticcduas <neinctqhneaktnuaqencsnmaies scene 


Outside salesmen, 13(a) (1) 

Local retailing capacity (manufacturing and wholesale 
trade only) 13(a)(1)-.--- » deedka tbebedh tbh. esd 

Retail trade, 13 (a)(2) and 4) 

Hotels, 13(a) (2) ----- ee 

Laundries and cleaning ‘and dyeing plants, 13(a) @).. 

Miscellaneous services, 13(a)(2) ........-.-.-- Se etaaied 

Fisheries, 13(a)(5) 2 

Seafood processing, 13(a) (5) - - - 

Agriculture, 13(a) (6) 

Small newspapers, 13(a)(8)-.-.----- 

Interurban and metropolitan transit ‘systems, 13(a) (9)... 

Farm products processing, 13(a)(10) 

Small telephone exchanges, 13(a) (11) 

Taxicabs, 13(a) (12) 

Seamen, 13(a)(14)-.-.-- 

Small logging operations, 13(a)(15)-.------- sain aiaiasleigecaecsa atl 


Types of employment not — affected by minimum 
wage exemptions 


Manufacturing and mining 74 
Wholesale trade.......-.-.--- Gade bile cdatecm ied i 192 
Contract construction : 5 1, 561 
Finance, insurance, and real estate 275 
Transportation and warehousing $5 
Business services... - Jigs cane Wea” aoebbeiedictioek 173 
All other industries % 1, 000 
Domestic service 2, 337 


\Includes motion picture theaters, other amusements and recreation, repair services, personal services, 
and medical and health services. 

? Excludes fishermen paid on a “‘share of the catch”’ basis 

‘Includes legal services, professional services, educational institutions, trade associations, labor unions, 
religious and charitable organizations, and nonprofit membership organizations. 


Note.—For purposes of this table, employees who are subject to more than 1 minimum wage exemption 
are classified according to the first applicabie exemption listed. 


Source: U.S. Department of Labor, Wage and Hour Division. 
APPENDIX B 
STATE MINIMUM WAGE PROVISIONS 


An analysis of State minimum wage provisions makes it clear that State 
legislatures have failed to protect workers excluded from coverage of the 
Federal act. 

1. GAPS IN STATE LAWS 


One-half of the States provide no minimum wage protection at all for workers 
in nonmanufacturing industries. In two other States, Arkansas and South 
Dakota, the minimum hourly rate of less than 25 cents an hour is so low it is 
meaningless. 

A large part of State minimum wage legislation provides for a “wage board 
procedure” under which rates are established for each industry or group of 
workers separately, on the authority of a wage board appointed by the labor 
commissioner of the State. This procedure has led to serious discrepancies, 
even among States which do establish minimum rates. For example, in New 
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Jersey, a 1956 wage order raised minimums for restaurant workers to a range 
of 87 cents to $1 an hour, but for nonservice workers only, and hotel workers 
are excluded from coverage of that order. Workers in the beauty culture indus- 
try in this State are still operating under a 1943 wage order minimum of $18 
a week for a 48-hour week. 

Recently some States have departed from the wage board procedure and 
established a basic minimum rate in the wage law itself. To date, however, 
there are still only nine States or Territories (Alaska, Connecticut, Idaho, 
Hawaii, Massachusetts, Nevada, Rhode Island, Vermont, and Wyoming) that 
provide statutory minimum wage coverage of 75 cents to $1.25 for all workers. 


2. COVERAGE 


Only 10 States and 2 Territories in all have minimum wage laws applying to 
both men and women workers. In 21 States, the minimum wage laws apply 
only to women and minors, and in some States the laws apply only to women fF 
in specific industries. 

Even where States have added separate provisions for men brought under 
the State minimum wage laws, they frequently exempt important industries, 
For example, in 1949, New Hampshire added such a provision, but exempted 
hotels and restaurants. Thus, in that industry, minimum wage coverage in New 
Hampshire is still restricted to women and minors. 


3. STATE MINIMUM WAGE LEVELS 


Connecticut, Rhode Island, Alaska, and Hawaii are the only States or Terri- 
tories providing wage standards for all workers in their jurisdiction substantially 
equal to or above the Federal minimum. Less than one-third (28 percent) of | 
the States and Territories have wage provisions of 75 cents to $1.25 for retail, 
laundry, and hotel and restaurant workers. In some of these, the rate of 75) 
cents or above is only applicable in large cities. And in many of these States, 
other important industries such as beauty culture and canning are excluded. 
Thirty-four States have no wage orders covering canning. This includes 
relatively “high” minimum States such as Colorado, New Jersey, New York, and 
Utah where wage orders for retail, laundry, and hotel and restaurant workers © 
are in the 75 cents to $1 bracket. 


4. NUMBER OF WORKERS COVERED 


It is estimated that about 3% to 4 million workers are covered by State 
minimum wage rates established since 1945. Thus, not more than a fifth of the 
approximately 20 million workers excluded from the Federal act are protected) 
by State minimums. This 4 million includes workers in States where statute) 
provide for extremely low levels—States such as Arizona with a minimum 
of 52 cents for laundry workers and Wisconsin with a minimum of 50 cents for) 
many workers. 

About 7 million workers excluded from the Federal statute are in retail trade 
Not more than 1%4 million of these employees are covered by State minimum 
wage orders—only about one-fourth of all the workers in retail trade. More 
over, in only 10 States and Territories do retail workers have standards equal 
to the Federal minimum wage of $1 an hour, 

Approximately 38 percent of the workers employed in eating and drinking 
establishments are covered by State minimum wage orders. . These orders range 
from 30 cents to $1. Only 10 jurisdictions establish standards of over 75 cents 
for all hotel and restaurant employees. 

On the following pages are four tables showing minimum wage provision) 
in effect in each State for (1) retail trade, (2) laundries and dry cleaning, 
(3) hotels and restaurants, and (4) canning. 
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Taste 3.—State minimum wage laws and orders applying to retail trade by 
State (1958) 


States with minimum hourly rates of— 


75 cents or more: 
Alaska. -- - 
Coma iiinadecsnscts 21.4... 48k i. 5: 
Colorado-.-- 
Connecticut - - ._---- 
Distriet of Columbia--..------- Cadbens 


Idaho. .- 
Diessnenusetts........24-.....4...c605..- 
Minnesota... ---------------- 
Nevada.._- 

New Hampshire 


New Mexico.. 

el 

Pennsylvania !___- 

pe, Sa ay ee ee : 
Utah 


S..<. 


WEG. Sins tec i. d.. 225i... 
60 to 74 cents: 

North Dakota 

Washington 

Wisconsin - - .. 
30 to 59 cents: 

Arizona... 

Kentucky-.--.. 

Illinois 2... ; 

PDS crnccnsiccncngecncrscte 
Less than 30 cents: 

PR aos e enthdendociccak 

South Dakota... 


Minimum hourly 
rate 


$ 
60 to 85 cents._---- 
87% to $1....---.-- 


75 cents to $1 


36 to 75 cents..---- 


16 cents_.. 
22 to 28 cents..---- 


Year pres- 
ent rate 
estab- 
lished 


Type of employee 


1955 Men, women, and minors. 
Women and minors. 
Do. 
Men, women, and minors. 
Women and minors. 
Men, women, and minors. 
Do. 
Do. 
Women and minors. 
Women and girls. 
Men, women, and minors. 
Women and minors. 
Men, women, and minors. 


0. 
Women and minors. 

Men, women, and minors. 
Women and minors. 

Men, women, and minors. 
Men and women. 


Women. 
Women and minors. 
Do. 
Do. 
Women. 
Women and minors. 
Do. 
1958 Men, women, and minors. 
1915 Women. 
1943 Do. 


STATES WITH NO MINIMUM WAGE STANDARDS ¢ 


Louisiana ; 
TN in cca cnencaccdilsstiiks AORth seded eee bidoces 


a  ncicincd cose iaeieigth as camel esas 


Michigan 

Mississippi 

Missouri 

Montana 

RE SE ae ek 
North Carolina 

Ohio 


NG. 6. nn nen bets Ke ASS RMS hcees 
Benth Caren... cccuc.ctentnnecmamisanuen ntidscat 


Tennessee 
Virginia 
West Virginia 
1 Steps are provided to bring all zones to $1 by 1960. 


? Illinois circuit court held order void June 7, 1949. 
* Puerto Rico is raising minimum to $1 by steps. 


No minimum wage orders. 
‘0 


Do. 

No minimum wage provision. 
No minimum wage orders. 
No minimum wage provision. 
No nina wage orders. 

0. 
No aie wage provision. 

0. 
No minimum wage provision (for retail trades), 
Law held unconstitutional (1939). 
No ian wage provision. 


‘States designated ‘“‘no wage orders” indicate the States have basic minimum wage provision, but no 


standard is set under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 


41681—_59—-6 
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aa ; s TABL 
TasLe 4.—State minimum wage laws and orders applying to laundries and dry 
cleaning establishments, by State (1958)* 
Year pres- States 
States with minimum hourly rate of— Minimum hourly | ent rate Type of employees 
rate estab- 
lished 
75 ts or more ” — 
cents or more: ‘as 
be ede e lied don cbcbann al eleeineantanbanete 1955 Men, women, and minors. Cali 
i OR AT oe A es 75 cents to $1....--| 1957 Women and minors. Col 
kcsnenaccudentnsncagancseesers 60 to 80 cents....../ 1956 Do. Con 
CON 5 oe isin sn acncwee Pe dina tcamonnaneten 1957 Men, women, and minors. Dist 
District of Columbia............-....-| 87 cents to $1._-..-- 1958 Women and minors. 
ten eee cn tibecen DF ccasntindiasnnanee 1958 Men, women, and minors. 
ee ee eee 1955 Do. Hav 
er eee eee 1958 Do. Ida 
panscuccsccanccceacsnenececs| 60 60 GSEs wono= 1957 Women and minors, Ma 
eee ckeeehadeekioom 1957 Women. Mit 
ey sens oes 5 kk. ccc ye Se 1957 Men, women, and minors. Ne’ 
BU SUI ioc na cacdcccenpesbuan (80 cents, clerical) 1956 Women and minors. Ne 
(85 cents, non- Ne 
clerical). 
IE ea ak os ee Eee 1958 Men, women, and minors, 
ES oo 5 cron b catinkunduncsenkechonel i aaEeaenen 1958 Women and minors. 
Pennsylvania..........................}| 75 tOgBeens...... 1959 Do. 
MOS SUI ok Oh. tarucatedtnAne 1957 Men, women, and minors. 
Rg ee. sic eh ccachaneine dans hl iae: 1956 Women and minors. Ne 
Page ce a ee easticteaecaad>. ae Men, women, and minors. Or 
Ween i 88 ee eae. 1955 Men and women. Pe 
30 to 74 cents: 
eae | ee 1957 Men, women, and minors. 
POR BOER. 3 ocak dcunucseneennnaen 1953 Women. 
LEIP On: | RES 1950 Women and minors. RI 
WO ca icccd tte cnndkivuomsce cle eee ae. 1956 Do. Ut 
BONN ooo ona cdc ckcdeccengouebeusel 1948 Do. 
‘ Ve 
i ccmdiininen alee cee eae $ Do. Ww 
60 to 7 
(27% cents, Do. N 
laundry). 0} 
ssn cen ah ie aienue inal 44 to 50 cents......| 1958 Men, women, and minors. 
i apicsiasecandotsbed tasawebostamaackboleaaiane . baa cel Women. W 
fsa eicireninseslises eben catrelonincolinnas ods Ia ne ca 1937 Women and minors. W 
BRET og «  nccconcescnndnnsicmcannah Te acca 1942 Do. 30 to | 
I EOIN nice cecnions Miceecened 1943 Women. 
N 
E 
eee cesecccacececccowncesccesscseenesossseoses Do. ae 
© 00880800008 00000S8006008S800600800060000060066 s 
PIE 5 inicn canon esisnn aban cuuewatensonassbn Do. 
II i ccaigiichintcibsiananaenambiadan nk iagetanatenaae No minimum wage orders issued. 
eee as Do. Alab 
IIE sc. ciccechotc aindaknits ab egaakes teal eens No minimum wage provision. Ariz 
BIN, oc nincandtecccdianutekutadecstiabbaeeteadeonen No minimum wage orders issued. 
ies ii cote Sings dctainidisa deena eel No minimum wage provision. Dela 
ids‘ | eet “ Pe No minimum wage orders issued. Flor 
III it oar «  cctcnnsilingss igsickin aeouiauaad nein mae 0. Geor 
SS oa seg cu genandcanwadaede dies Saeaeene ie No minimum wage provision. Iilin 
0. 
ieee a eee ae Law held unconstitutional (1939). Indi 
No minimum wage provision. low: 
ai ana ah Do. Kar 
i cahpetb inne diater : Lou 
Virginia. ..._:- % Ma! 
West Virginia | 
1 
1 Puerto Rico is raising minimums to $1 by steps. af 
? States designated “‘no orders issued”’ indicate that the States have basic minimum wage authority, but aut! 


no action has been taken to set standard under the law. 
Source: Department of Labor and Bureau of National Affairs, Inc. 
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Taste. 5.—State minimum wage laws and provisions applying to hotel and 
restaurant establishments (1958) 


Year pres- 
States with minimum hourly rates of— | Minimum hourly | ent rate Type of employee 


rate 





75 cents or more: 
Alaska 
California 
Colorado - 
Connecticut 


Minnesota 
Nevada. 
New Hampshire 


75 cents (non- 
service). 
48 cents (service) __ 


65 to 90 cents 
75 to 90 cents 
87% cents to $1__-- 


87 cents to $1 
(nonservice.) 

67 to 80 cents 
(service) (hotel 
workers ex- 
empt). 

70 cents to $1 

75 cents 

90 cents to $1.05 


estab- 
lished 


Men, women, and minors. 
Women and minors. 

Do. 
Men, women, and minors, 
Women and minors. 


Men, women, and minors. 
Do. 


Do. 
Women and minors, 
Men, women, and minors. 
Women. 
Women and minors, 


Men women, and minors, 
Women and minors. 
Do. 


(nonservice). 
58 to 73 cents 


70 to 75 cents 
(restaurant). 
75 to 80 cents 


(hotel). 
Vermont 


Wyoming 75 cents 
60 to 74 cents: 
New Mexico 


Men, women, and minors. 
Men and women. 


Men, women, and minors. 


70 cents (non- Women and minors. 


service). 
55 cents (service) -. 
65 cents Do, 
50 to 70 cents Do. 
30 to 59 cents: 
Kentucky 40 to 50 cents Do. 
(restaurant), 


North Dakota 
Puerto Rico! 
Less than 30 cents: 


Women, 
Men, women, and minors. 


15.6 cents - Women. 
22.2 to 27.8 cents... Do. 


STATES WITH NO MINIMUM WAGE STANDARDS ?; 


Alabama. ....... No minimum wage provision. Maryland.---... No minimum wage provision. 
AIOE. Ccccecne No minimum wage provision (for | Michigan......-. No minimum wage orders issued. 
hotel and restaurant). Mississippi-.----- No minimum wage provision. 
Delaware.....-.-- No minimum wage provision. Missouri. _....-- No a wage orders issued. 
Do. 0. 
Do. No minimum wage provision. 
No minimum wage provision (for Do. 
hotel and restaurant). Law held unconstitutional (1939). 
..--.-.-- No minimum wage provision. —_— Carolina... No — wage provision. 


irg 
West Virginia... 


1 Puerto Rico is raising minimum to $1 by steps. 


2 States designated ‘‘no minimum wage orders issued”’ indicate that the States have basic minimum wage 
authority, but no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TABLE 6.—State minimum wage laws and provisions applying to canning industry 
by State (1958) 


States with minimum hourly rate of— 


Minimum hourly 
rate 


Year pres- 
ent rate 
estab- 
lished 


Type of employees 








75 cents or more: 


Massachusetts ______- ait 
Nevada 
New Hampshire 


60 to 74 cents: 
Oregon 
Puerto Rico !__.____- 
Washington 


30 to 59 cents: 

Kentucky 

NI Sti re 8 eed 
Less than 30 cents: South Dakota--_..._.- 


to 38 cents- 
.2 to 27.8 cents.-_- 


1955 
1957 
1957 
1958 
1955 
1959 
1959 
1957 
1955 
1957 
1957 
1955 


Men, women, and minors. 
Women and minors. 
Men, women, and minors. 
Do. 
Do. 
Do. 
Women. 
Men, women, and minors. 
Do. 
Do. 
Do. 
Men and women. 


Do. 
Men, women, and minors. 
Women and minors. 

Do. 


Do. 
Do. 
Women. 


1955 
1957 
1951 
1956 


1947 
1939 
1943 


STATES WITH NO MINIMUM WAGE STANDARDS? 


APIDAINS.. ....=~ 202-22 No minimum wage provision. 
RR ct chsoosens No minimum wage provision 
(for canning). 
Do. 
Colorado Do. 
eases No minimum wage provision. 
District of Columbia. No minimum wage provision 
(for canning). 
III =o ccacccamnee ine No minimum wage provision. 
PI isd cesar ones Do. 
MR tccmca ean No minimum wage provision 
(for canning). 
RE) “ere wage provision. 
y do. 
Do. 
Louisiana... .......- No minimum wage orders 
issued. 
Do. 
POOPING... cnwa sion No minimum wage provision. 
Michigan............ No minimum wage orders 
issued. 
Mississippi-_-..--.--- No minimum wage provision. 


1 Puerto Rico is raising minimum to $1 by steps. 


Missouri............ No minimum wage orders 
issued. 
Do. = 
No minimum wage provision. 
No minimum wage provision 
(for canning). 
Do. 
No minimum wage provision. 
No minimum wage provision 
ae al 


0. 
Law held unconstitutional.“ 
No minimum wage provision 
(for canning). 
No minimum wage proviston. 
Do. 
Do. 
No minimum wage provision 
(for canning). 
Wetes..g002-252552 No minimum wage provision. 
West Virginia Do. 


Montana 
Nebraska.-....-.-..- 
New Jersey---.--- 


North Carolina-.---.- 
North Dakota 


Oklahoma 
Pennsylvania-_------- 


South Carolina-.---- 


? States designated ‘‘no minimum wage orders issued” indicate that the States have basic minimum wage 
authority, but no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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APPENDIX C 


Current annual earnings necessary to support a single woman without dependents 





cost of liv- 
living be- Annual 











; Changes in 
State Date surveyed Budget | tween sur- | cost March 
| vey date 1969 2 
and March 
eS 
| | cent 
ra Sate a fi = é 
| 
Arizona.....-.--- sr0Ut sce... A I 6 dsl $2, 313 +7.6 | 3 $2, 488 
I nik 4a 26b< nadonnnsanstigys sin beige isarennisndbad sacs 2,2 +8. 1 2, 475 
SION 5 oon oon ks oo ccnsenaes 7a ee eee seen eee 2, 176 +7.7 2, 344 
Connecticut---_ -- Ses éseab ee it.) Baer $900. 2si. 22558] 1, 867 +21.4 2, 266 
District of Columbia... ........-b::.-<2} May JOD 1 s..56..--5.-.35.] 2, 209 +8.5 2, 397 
Kentucky.-.-.---..- ising serie S deans | February 1949_-..---.- aac 1, 992 +21.8 2, 426 
I cn aeinceinatteahoneeeaetas ease | December 1950_.-..------- 2, 236 +15.7 2, 587 
Wamaelnsetts. . ......-.5.26.25..2.1...) Feary 900s 1, 967 +7.6 1, 854 
Now Jeraey.. 2-15-20. isi... 2553sx0~s) October 106k s :.55-504-5- 2,933 | +8. 0 3, 167 
et. ©) > ees Ul, 2, 588 | +7.7 | 2, 787 
Pennsylvania. ._..............-.._.....| November 1949 & 2, 121 +21.8 | 2, 583 
SN sectaicncnimimicteba dai dis REE | October 1950. .....-.-...-- 2,230) 17.8 | 2, 627 
WINN nse bnew ceca ceccccsel: DN Eb ncdesnueaknkcmen 2, 664 | +9.5 2, 917 
| | ee 
OI HR gird dink cca citene bade cpnesancss cee aninaetseoues <i EL tadaiaaseipned | 


1 Increase in national Consumer Price Index. 
? Estimated by applying rise in Consumer Price Index to amount of budget on survey date. 
3 Median budget. 


APPENDIx D 


CoMMENTS ON SECRETARY OF LABOR’S REPORT ON EXPERIENCE WITH $1 MINIMUM 
WAGE 


Presented ou the following pages are: 

(1) A copy of the letter sent by AFL-CIO President George Meany to 
Vice President Richard M. Nixon and House Speaker Sam Rayburn com- 
menting on the Secretary of Labor’s report to the Congress on experience 
with the $1 minimum wage. 

(2) A copy of the memorandum from the AFL-CIO director of research 
summarizing his analysis of the report on the $1 minimum. 

(3) The analysis by the AFL-CIO department of research of this report 
on experience under the $1 minimum. 


Letter From AFL-CIO PrReEsmIpDENT GEORGE MEANY TO VICE PRESIDENT AND 
SPEAKER OF THE HOUSE OF REPRESENTATIVES 


Marcu 25, 1959. 

On March 12, 1959, the Secretary of Labor sent to the Congress a report on 
the operation of the Fair Labor Standards Act under the $1 minimum wage, 
accompanied by a letter in which the Secretary recommended against an in- 
crease in the minimum wage at this time because of the facts contained in that 
report. 

At that time, the 700-page report upon which the Secretary based his recom- 
mendation was not available to the public and we were unable to weigh the 
validity of his arguments. But we told the press that we found his observa- 
tion hardly unexpected since the administration had opposed the $1 minimum 
wage until the very last minute. 

We have now had an opportunity to study the report transmitted by the 
Secretary to the Congress. The AFL-CIO department of research, acting 
under my instructions, has now analyzed that report. 

On the basis of that analysis, a copy of which I am enclosing herewith, we 
must firmly object to the Secretary’s recommendation. 

It is one thing for the Secretary to oppose an increase in the minimum wage 
on the basis of his own beliefs and prejudices. 

It is quite another, and we think reprehensible, matter for the Secretary to 
pretend to the Congress that his opposition is based upon this report. 
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The fact is that the Secretary’s own report in no way substantiates his deci- 
sion to oppose a higher minimum wage. There is not a shred of information in 
his report indicating the last increase had an adverse effect upon the economy. 

On the basis of this report and on the basis of the interim reports previously 
prepared by the Department of Labor, we find: 

1. The $1 minimum wage was readily taken in stride by the American eco- 
nomy, and a remarkably smooth adjustment was made even in the South, the 
region most affected. 

2. Even in industries and areas where one would reasonably expect difficulties 
in adjustment, there were remarkably few ill effects and these were more 
than offset by benefits to the workers receiving increases and to the communi- 
ties in which they live. 

As a matter of fact, the report that the Secretary transmitted to the Congress 
more than ever confirms our views. As a matter of simple justice to the 
workers involved and of economic justice to the Nation, already badly affected 
by continued high unemployment resulting from reduced purchasing power, 
the Congress should, without delay, increase the minimum wage to $1.25 an 
hour and extend coverage to the millions of workers as provided in the meas- 
ures introduced in the House by Congressman Roosevelt and others and in the 
Senate by Senators Kennedy, Morse, and others. 

With my very best wishes. 


MARCH 20, 1959. 
MEMORANDUM 
To: George Meany, president. 
From: Stanley Ruttenberg, director of research. 
Subject : Secretary of Labor’s report on minimum wage. 


At your request, we have carefully examined the Secretary of Labor’s tech- 
nical report to Congress on experience under the $1 minimum wage. 

Our brief analysis is attached. It is limited to points raised by the Secretary 
in his recommendation against an increase in the minimum. Our analysis does 
not seek to present the positive case for a $1.25 minimum. 

We find: 

(1) The Secretary’s own report does not in fact support his recommendation 
against an increase in the minimum. It does not even attempt to present a 
balanced or overall evaluation of the effect of the $1 minimum. It should be 
noted especially that the report omits entirely information on the social and 
human benefits of an increased minimum wage for low-income workers and 
their families. 

(2) The Secretary says that an increase might have an adverse effect on the 
economy. There is not a shred of information in his own report indicating an 
adverse effect on our economy as a result of the last increase in the minimum. 

The $1 minimum wage was easily taken in stride by the economy. The ad- 
justment was remarkably smooth, even in the South, the region most affected. 

An interim report on the $1 minimum wage released by the Secretary 2 years 
ago (and included with the report just sent to Congress) made it clear that: 
(a) The $1 minimum certainly did not have any harmful effect on the economy, 
(b) did not raise the price level, (c) did not drive companies out of business, and 
that (d) the principal effect of the $1 minimum was to raise substantially the 
level of living for some 2 million low-paid workers and their families. (The 
specific quotations on these points are included on pages 2 and 3 of our analysis.) 

(3) The Secretary voices fears of adverse wage and employment effects in 
low-wage industries. 

His report on the $1 minimum focuses almost solely on low-wage industries 
and areas, in which one might reasonably expect some difficulty in adjustment. 
But even here it reflects a generally sound adjustment with remarkably little 
adverse effect on employment. 

Employment in such low-wage industries, the surveys showed, is dependent 
on so many varied factors that the minimum wage in itself does not have a 
major impact. Declines in employment in any way attributable to the increased 
minimum wage were more than offset bp increased employment stimulated 
in other parts of the community by the increased buying power in the hands of 
low-wage workers who benefited from the increased minimum wage. 

The report offers impressive evidence that an increase in the minimum wage 
generates increased employment in the community as a whole. 
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Surveys were made of seven low-wage localities in which wage increase were 
required for a large proportion of workers as a result of $1 minimum. Employ- 
ment in all the localities increased or held its own with particular improve- 
ment in business and employment apparent in the trade and service industries. 

(4) The Secretary suggests that there may be too many workers earning low 
wages today for any increase in the statutory minimum. He cites a new study 
of the wage distribution of factory workers as of May 1958. 

Our calculation from this study finds that it would require an increase of only 
1 percent of factory worker payrolls to raise the minimum wage to $1.25. By 
comparison the increase required to put the easily absorbed $1 minimum into 
effect was about 0.85 of 1 percent. 


ANALYSIS By AFL-CIO DEPARTMENT OF RESEARCH ON SECRETARY OF LABOR MIT- 
CHELL’s REPORT TO CONGRESS ON THE MINIMUM WaGE, MarcH 19, 1959 


On March 12, 1959, Secretary of Labor James P. Mitchell sent to the Congress 
a report on operation of the Fair Labor Standards Act under the $1 minimum 
wage. The report included surveys by the Department of Labor of effects of 
the $1 minimum which became effective in March 1956. 

In an accompanying letter, the Secretary said that he favored extension of 
the act to “several million workers not now covered by the act.” But he also 
said that he does “not recommend an increase in the minimum wage at this 
time.” 

The Secretary’s letter seeks to justify his refusal to recommend an increase 
in the minimum wage on what seem to be essentially the following grounds: 
(1) an increase might have an adverse effect on the economy, (2) an increase 
might have adverse wage and employment effects in low-wage industries, and 
(3) there may be too many workers earning low wages today for any increase 
in the minimum. 

The Research Department of the AFL-CIO has carefully analyzed the data 
in the report submitted by Secretary Mitchell. Our examination indicates that 


; the report prepared by the Secretary’s own Department in no way substantiates 

his decision not to recommend a higher minimum wage. 

Evaluation by the AFL-CIO Research Department of the Labor Department's 

, report leads to the following findings: 
L (1) The $1 minimum wage was readily taken in stride by the American 
e economy and there was remarkably smooth adjustment even in the South, the 
1 region most affected. 
i (2) Even in industries and areas in which one would reasonably expect diffi- 

culties in adjustment, there were remarkably few ill effects (discharges or 
C employment declines due to the higher minimum) and the limited adverse ef- 
o fects were more than offset by benefits to the workers receiving increases and 
l. to the communities in which they live. 
- (3) New wage distribution data presented by the report for factory workers 
1. shows that an increase in the minimum wage to $1.25 would require an increase 
8 of only slightly over 1 percent of factory-worker payrolls. 
: & Presented on the following pages are Secretary Mitchell’s arguments against 
’Y © an increase in the minimum wage, together with brief comments by the AFL— 
d & CIO Research Department based on the material in the Secretary’s own report. 
e & 
’ ‘ EFFECTS OF THE $1 MINIMUM ON THE ECONOMY 
in & Secretary Mitchell does not recommend an increase in the minimum wage at 


this time “because of the effect it would have on the economy, especially in the 
4g low-wage industries.” 


t. # The final report he transmitted with this recommendation does not even con- 
le §& #&«Sider effects on the economy, however. It simply offers statistical case studies 
> of 12 selected low-wage industries (mainly the segment of these industries lo- 
nt cated in the South) and 7 low-wage communities, all but one of which are lo- 
a cated in the South. These are not typical industries or localities, but ones 
od specifically selected because the higher minimum would have a more substantial 
od impact on their wage levels. 
of The report does not measure or discuss the effect of the $1 minimum on the 
economy. It does not therefore present any basis for the Secretary’s implica- 
ge tion that an increase now would have an adverse effect. 


Moreover, the report is guilty of refusal to consider any of the beneficial 
effects of a minimum wage increase; it focuses almost entirely on possible ad- 
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verse effects without in any way weighing desirable effects or social and human 
benefits of an increased minimum wage. 

However, an interim report by the Secretary, prepared 2 years ago, concluded 
quite definitely that the $1 minimum had clearly not hurt the economy. It 
stated : 

“(A) general conclusion can now be drawn as to the effect that the minimum 
wage did not have * * * the minimum wage increase had not, by December 
1956, resulted in any substantial change in the economic situation of the Nation 
as a whole, as measured in terms of trends in employment, unemployment, price 
levels, and other economic indicators.” 

On prices, it stated : 

“Price increases for some products of low-wage industries appear to be 
attributable, at least in part, to the minimum wage increase. However, prices 
for other products of low-wage industries did not increase during the first few 
months of the $1 minimum wage.” 

“Wholesale prices for the products of industries which were required to in- 
erease hourly wage costs because of the increased minimum wage did not rise 
any more than the average prices for other products. Prices for some of the 
products of low-wage industries may have been increased as a result of the 
minimum wage, but the amount of such increases does not appear to be sufficient 
to alter the general trend of the Wholesale Price Index.” 

On business failures, the interim report announced simply: 

“The expectation by some that business failures would increase significantly 
as a result of the new minimum has not up to this time been confirmed by the 
available statistics for the southern region of the United States.” 

Finally, the interim report did note that there are considerable beneficial 
effects flowing from an increased minimum, a fact which the final report and 


the Secretary’s statement neglect. It recognizes the positive human benefits of a 


increased wages for low-income workers. 

We quote below without further comment this significant section of the Sec- 
retary’s own departmental interim report on effect of the $1 minimum. 

“The basic purpose of an increased minimum wage is to raise the earnings 
of workers paid less than the minimum to that rate, and to provide a floor 
under wages so that earnings of protected workers will not fall below the mini- 
mum level. 

“It would be desirable to obtain detailed information as to the effect of the 
increased earnings on the level of living of low-paid workers and their families, 
and the effects of such increases on the economic situation of communities in 
which these workers live. It is hoped that some information of this type can be 
obtained in later phases of the study program, but such data are not referred to 
in this report. 

“A result is that the report does not include much discussion of the benefits 
of the higher minimum wage, while setting forth the possible adverse effects of 
a minimum wage on low-wage workers, especially as regards loss of employ- 
ment and the nature of the methods used by employers to adjust to the in- 
creased wage cost resulting from the higher minimum wage. 

“It should be kept in mind in studying this report that the paramount effect 
of the $1 minimum wage was to increase by an average of 15 cents an hour the 
earnings of around 2 million low-paid workers, and that these increases resulted 
in increasing the purchasing power of such workers by an average of more than 
one-sizth, and permitting a corresponding improvement in the level of living 
possible for these workers and their families.” [Italic supplied.] 


EFFECT OF THE $1 MINIMUM ON WAGES 


The $1 minimum wage became effective in March 1956. Before its enactment | 


it was the subject of intensive opposition by many employer groups. Secretary 
Mitchell himself had advised against going higher than 90 cents. The $1 
figure (and more) was supported by organized labor as one which would benefit 
a substantial number of low-paid workers but also one which the economy could 
well absorb without undue ill effects. 

At the time the new minimum wage became effective, approximately 2 million 
low-paid workers had to be given increases to get the $1. 

Secretary Mitchell’s letter reads as though he feels there were only negative 
effects when these workers’ wages had to be raised by the higher minimum. 
He does not refer to the additional nutrition, shelter, and clothing which these 
low-paid workers were able to purchase with the additional income they received 
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from their higher wages. He does not consider the advantage to the economy 
of such expanded buying power for low-income families. 

His letter’s reference to wages places all emphasis on the fact that in some 
extreme cases the $1 minimum required an increase of over 20 percent in their 
wage bill. 

What the Secretary has done, in citing a 20-percent increase in the wage bill, 
is to single out several of the highest impact groups in the lowest wage segments 
of certain low-wage industries. This provides a misleading impression of how 
often increases of that magnitude are necessary. Whenever the minimum wage 
js raised meaningfully there will, of course, be a tiny number of isolated laggard 
industry groups in which relatively large adjustments will be required. 

What is very clear from the report is that in each industry where there were 
cases involving a 20-percent increase in the wage bill, there were also significant 
groups of employers for whom the higher minimum required little or no increase 
in payrolls. Frequently, the surveys found a picture of relatively high-wage firms 
enjoying collective bargaining relations with effective trade unions competing 
with low-wage nonunion firms. The effect of the $1 minimum in most industries 
was to force the nonunion low-wage employer to raise his payroll closer to the 
level that many unionized firms had previously reached. Certainly this cannot 
serve as the basis for pleading that the $1 minimum caused any serious hardship. 

Secretary Mitchell’s letter also adds two additional points regarding the effect 
of the $1 minimum: (1) That some workers earnings above this amount also 
received wage increases; and (2) that wage differentials of all types (between 
different plants as well as between high- and low-wage occupations within a 
plant) tended to narrow as the result of raising the low-wage workers to $1 
an hour, although they were somewhat restored in the following year. 

It is not necessary to dispute these points to demonstrate that they do not 
constitute evidence that the $1 minimum imposed a hardship on the economy. 
It is clear from the evidence in the report that (a) wage increases given to 
workers earning above the $1 an hour were not excessive and did not add unduly 
to labor costs, and (0b) especially in industry segments where the $1 minimum 
had the largest impact, raises given workers already above the minimum were 
barely discernible. 

As for the narrowing of diflerentials, it is true and to be expected that when 
the minimum wage is increased the differential between the lowest wage and 
higher wage workers will be reduced. One of the desirable purposes of an 
increase in the minimum wage is precisely to reduce differentials whose existence 
is based on inordinately low wages, differentials which have grown because 
higher wage workers have advanced while low-wage workers remained stationary. 


EFFECT OF $1 MINIMUM ON EMPLOYMENT 


Despite the obvious beneficial effects of the higher minimum wage, it could 
theoretically be possible for Congress to set the minimum at such a high level 
that it would become self-defeating. In other words, conceivably, employers 
could have found that the higher wage rate they had to pay caused such a heavy 
economic burden that they had to go out of business or reduce their workforce 
substantially. 

Did this occur with the introduction of the $1 minimum? 

Secretary Mitchell’s letter indicates he feels that this was actually the case. 
He states that the Labor Department’s surveys of the 12 selected low-wage in- 
dustries “presents evidence of disemployment apparently related to the increase 
in the $1 minimum.” 

The Secretary’s conclusion is clearly not supported by the entire evidence in the 
Labor Department’s report for the following reasons : 

(1) For a crucial part of his argument, the Secretary is relying on out-of-date, 
unrevised figures that have undergone revision which alters any adverse con- 
clusions that could have been drawn from them. 

The Secretary’s letter states that “according to monthly data published by 
the Bureau of Labor Statistics, 16 out of 22 low-wage industries showed a notice- 
able drop in employment, while only 2 out of 13 high-wage industries showed a 
decline in the few months bridging the effective date of the $1 minimum.” 

These figures cited by the Secretary are similar though not identical to ones 
noted in his Department’s March 1957 interim report on the effect of the $1. 
Actually, it is not quite clear in just what months the Secretary measured 
employment in these industries. 
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In any case, however, the Secretary is not using accurate statistics. These 
data have been revised in the past year by the Bureau of Labor Statistics. Our 
check of the same 22 low-wage and 13 high-wage industries, using revised Bureau 
of Labor Statistics employment data for April 1955 to April 1956, the period listed 
in the interim report, finds a somewhat different picture than indicated by the 
Secretary. 

Instead of declines in 16 of the 22 low-wage industries, there were declines in 
12 of the 22, with the decline in 4 of them being less than 1 percent. On the other 
hand, there were increases in 10 of the 22. For the 22 low-wage industries 


combined, employment over this period bridging the increase in the minimum § 


was unchanged. 

These data indicate that, particularly when account is taken of the ups ag 
well as the downs, there was no “substantial curtailment of employment” as a 
result of the $1 minimum, even if it were to be assumed mistakenly that employ- 
ment declines in some industries were attributable to the increased minimum 
wage. 

In the 13 high-wage industries, there were 3 declines in employment rather 
than the 2 cited by the Secretary; 5 of the “industries” with an increase in em. 
ployment were actually different branches of the publishing and printing industry. 
For all 13 high-wage industries combined, employment was also virtually un- 
changed (decline of under two-tenths of 1 percent). 


(2) The greatest impact of the $1 minimum was in the South, yet the South’s : 


employment experience in a period encompassing the increase to $1 was better 
than that of the other regions. 

A comparison of the production-worker employment reported in the new May 
1958 manufacturing wage distribution survey and in the similar study before the 


minimum was raised to $1, reflects the general national decline in production By 
worker employment in recent years, a decline not attributable to the minimum 7 


wage. The figures show that employment in the South, which had by far the 
largest minimum wage adjustment, held up substantially better than elsewhere. 


Number of production workers in manufacturing 








April 1954 May 1958 Percent 
decline 
PRI TRO Bis sits ctw ndsei cS ssis 12, 590, 000 11, 245, 000 —10.7 § 
PEED TOWNS 6 Seaeccsecmencsss eécaueaaln aoe 4, 378, 000 3, 772, 000 —13.8 
NG eo ccemck cma cee x . 4, 498, 000 3, 994, 000 —112 
Be WU iiicneeneenccexe x : 1, 150, 000 1, 056, 000 —8.2 
WON ca nk ree Se ae ak ar cee ae See : 2, 564, 000 2, 422, 000 | —5.5 


| 


Secretary Mitchell ignores the data included in the studies of seven specific 
communities. In considering possible minimum wage effects on employment, it is 
sounder to examine the locality as a whole rather than an individual low-wage 
industry or company. A look merely at an industry segment or individual com- 
pany loses sight of the positive employment effects generated in other parts of 
the community by the higher levels of worker income flowing from the increased 
minimum wage. 

The Secretary’s report includes data on surveys of seven low-wage localities 
in which significant proportions of workers received increases because of the 
$1 minimum. The report shows that employment in these localities increased or 
held its own after the increase in the minimum, with particular improvement in 
business and employment apparent in the trade and service industries. 

In the month immediately following the increase in the minimum, employment 
in industries covered by the minimum declined in four localities and rose in three. 
The rises in employment occurred, however, where the largest increases in the 
minimum wage were required. 

Over the year following adoption of the new minimum, April 1956 to April 1957, 
covered employment increased in four of the localities, was stable in two, and 
declined in one in which the decline was more than offset by increases in non- 
manufacturing employment. Retail sales and personal income improved in these 
localities. 
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In one city, for example, Meridian, Miss., 45 percent of the workers in industries 
eovered by the wage-hour law were under $1. Despite the large percentage 
which had to be given wage increases, the report finds simply: 

“Changes in employment in Meridian during the period studied, as indicated 
by number of workers covered by State’s employment security law, were minor. 
In the manufacturing industries, employment declined after February 1956 and 
again after April 1956, but the decline was more than offset by employment 
increases in nonmanufacturing industries.” 

(Attached as an appendix is a listing of the seven low-wage localities surveyed, 
the proportion of covered workers in each receiving less than $1 before the 
minimum became effective, and the Labor Department’s summary of subsequent 
changes in employment.) 

4. In most of the 12 low-wage industry segments which the Labor Department 
surveyed, employment did decline following the increase to $1 but as is apparent 
from and acknowledged by the survey report, a variety of factors other than the 
minimum wage alone was involved. 

The industry segment with the largest number of workers was sawmilling in 
the South. Employment declined from 149,636 at the end of 1955 to 127,343 in 
April 1957. But employment decline is part of a long-term trend in this industry. 
In the 9 years preceding the $1 minimum, employment had already fallen by a 
fourth and the number of plants by a sixth. 

For the other low-wage industry segments surveyed (employment data are 
presented in the report for 10 of the 11), combined employment from a period 
before the $1 minimum to about a year after the $1 was required declined by 
6 percent. 

Examination of the Labor Department’s report develops the following addi- 
tional information regarding each industry segment studied : 

Decline in employment is part of long-term decline—sawmilling in South, 
wooden container industry in South, cigar industry. 

Very slight decline—fertilizer industry in South. 

Some immediate decline follawed by increase in subsequent months—processesd 
waste industry in South, men’s and boys’ shirts and nightwear industry, seamless 
hosiery (initial decline largely seasonal). 

Increase in employment followed by decrease—tobacco stemming and drying 
in three States (increase greatest in plants with largest minimum wage impact). 

Inconclusive or undetermined employment change—raw sugar in Louisiana 
(depending on crop conditions), fruit and vegetable canning and citrus freezing 
industry in three States (varied by State and crop conditions). 

Very clearly, the impact of the $1 minimum in even these various lowest wage 
industry segments does not warrant a decision nut to enact needed improvements 
in the minimum wage. 

5. The report states that a special intensive Labor Department effort to identify 
workers laid off as a result of the $1 minimum yielded only a relatively few 
workers in this category. 

Obviously a decline in employment in a low-wage plant after the minimum was 
introduced does not mean workers were discharged because of the minimum wage. 
The decline may occur for many reasons. 

In an effort to isolate adverse employment effects clearly due to the increased 
minimum, the Labor Department undertook to track down every report that it and 
State officials could find of a situation where it was alleged that the minimum 
wage hurt employment. Visits were made to every firm where there was some 
such report and management was interviewed as to the reasons for discharges. 

Reporting on the results of this program, the interim report states: 

“The most significant result of this study was the small number of reports 
received. While this is not a measure of impact, it helps to put into proper 
perspective isolated reports that might otherwise lead to unwarranted 
generalizations. 

“Only about 500 newspaper accounts, letters, and oral statements alleging 
adverse effects were noted, and in only about 150 cases did there seem to be some 
reason for believing that the minimum wage had adversely affected employment. 
(About 100 of the reports were not followed up because the names of the firms 
involved were not available to the Division.) These 150 plants employed about 
12,000 workers prior to the layoffs and indications were that about 1,800 workers 
may have been discharged as a result of the minimum wage * * *. There was a 
small amount of rehiring of laid-off workers after March, and some hiring of new 

workers to replace those discharged.” 
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In relation to the total number of workers affected by the increase in the 
minimum wage, some 2 million, discharge of 1,800 or even a much larger number 
represents a truly negligible adverse employment effect—even if no allowance 


is made for more-than-offsetting increases in employment generated elsewhere 
by the increased minimum wage. 


EFFECT OF NEW INCREASE IN MINIMUM 


Secretary Mitchell also cites a new study of wage distribution of factory 
workers as of May 1958 (released as part of his report), noting that it shows 
that in some industries there are still many workers at or close to the $1 level 
and “this suggests that adjustments to the $1 minimum are not yet complete.” 

A large concetration of workers at low wages in a few industries is no excuse 
for denying or delaying a needed increase in the minimum. Unless the minimum 
is raised, experience has shown that most such low-wage workers in these in- 
dustries will continue to be kept at or very near the minimum requirement. _ 

A continued concentration near the minimum some years after the minimum 
has been raised is precisely one reason why it should be raised again. Obviously, 
there would be little value to a minimum wage level kept so low that very few 
workers would receive increases when a new minimum became effective. 

Before the increase to the $1 minimum there were also examples that could be 
cited of concentrations near the old 75-cent minimum level. But this did not 
negate the fact that, when required to, low-wage employers in such industries 
did adapt to the new higher minimum. 

Using the new study of the wage distribution of factory workers as of May 1958, 
and allowing for the fact that the Southern textile industry has since that date 
already adopted a $1.25 minimum wage, our calculation finds that to raise the 
minimum wage to $1.25 would require an increase of only slightly over 1 percent 
of factoryworker payrolls. By comparison, similar data showed that the in- 


crease required to put the easily absorbed $1 minimum into effect was about 
0.85 of 1 percent. 


APPENDIx TO AFL-CIO DEPARTMENT OF RESEARCH ANALYSIS 


EMPLOYMENT EFFECTS OF $1 MINIMUM WAGE IN SEVEN Low-WaAGE LOCALITIES 


Included in the report submitted by Secretary Mitchell to the Congress was a 
major section examining the effects of the $1 minimum wage on seven specifie 
low-wage communities, all but one of them located in the South. The localities 
selected were all areas in which wage levels as a whole would be significantly 
affected by the requirement for a $1 minimum wage. 

By examining a locality, rather than a specific industry, an excellent oppor- 
tunity was provided for a broader view of the effects of the higher minimum 
employment opportunities. 

The following excerpts from report demonstrate clearly that the higher mini- 
mum had no adverse effects on employment opportunities in these low-wage 
communities. Listed for each of the seven communities is (a) the proportion 
of workers in covered industries who were being paid under $1 before the 
increase to the $1 minimum wage and (b) the summary statement by the Labor 
Department report on the employment experience in each community. 


SEVEN COMMUNITIES AS A GROUP 


“Between February and April 1956, employment in subject industries declined 
in four of the localities and increased in the rest. In general, low degrees of 
impact were associated with declines in covered employment, and converselv high 
degrees of impact were associated with increases in employment. Thus, Hickory 
and Sunbury-Shamokin-Mt. Carmel, each with a relatively low degree of impact 
(3 percent) showed the largest decline (5 percent) in employment, while Athens 
and Dothan, each with a relatively high degree of impact (7 percent and 9 percent, 
respectively) showed slight increases in employment (2 percent and 1 percent, 
respectively) . 

“Between April 1956 and April 1957, employment in subject industries increased 
significantly in four localities, the increase varying from a low of 5 percent in 
Athens to a high of 14 percent in Dothan. Employment in Dalton and Fort 


Smith did not change significantly. There was a decline in employment in 
Meridian” (p. 251). 
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DOTHAN, ALA. 


(1) Just before the $1 minimum was made effective, 49 percent of the workers 
in covered industries were being paid less than $1. 

(2) “Estimated nonagricultural employment in Houston County increased 6 
percent in the first quarter of 1956 and another 8 percent between March 1956 
and March 1957. Proportionately, the increase was substantially greater in 
the manufacturing industries as a group. Individual industries showing the 
greatest relative increase during one or both periods were construction, apparel 
manufacturing, and lumber and wood products manufacturing” (p. 260). 


ATHENS, GA. 





(1) Just before the $1 minimum was made effective, 48 percent of the workers 
in covered industries were being paid less than $1. 

(2) “Data for individual plants as well as for the two groups of industries 
do not indicate any marked change in employment during the periods studied. 
Between February 1956 and April 1956, total employment in the subject indus- 
tries increased 2 percent while in the nonsubject ones it declined 1 percent. 
Increased employment during the following year in both groups of industries 
appear to reflect the business expansion occurring in the area” (p. 266). 


MERIDIAN, MISS. 





(1) Just before the $1 minimum was made effective, 45 percent of the workers 
in covered industries were being paid less than $1. 

(2) “Changes in employment in Meridian during the period studied, as indi- 
cated by number of workers covered by State’s employment security law, were 
minor. In the manufacturing industries, employment declined after February 
1956 and again after April 1956, but the decline was more than offset by employ- 
ment increases in nonmanufacturing industries” (p. 270). 











HICKORY, N.C. 





(1) Just before the $1 minimum was made effective, 29 percent of the workers 
in covered industries were being paid less than $1. 


(2) “Employment in the subject industries declined about 5 percent between 





















a February and April 1956 and increased some 3 percent between April 1956 
e and April 1957. Employment in the nonsubject industries also declined slightly 
18 between February and April 1956 and increased by 5 percent between April 
y 1956 and April 1957” (p. 277). 
7 DALTON, GA. 
. (1) Just before the $1 minimum was made effective, 17 percent of the workers 
in covered industries were being paid less than $1. 
ie (2) “Employment in the subject industries dropped 4 percent between Feb- 
4 ruary and April 1956. There was virtually no change in employment between 
April 1956 and April 1957. 
he “In the nonsubject industries, employment increased 2 percent between Feb- 
on ruary and April 1956 and another 15 percent between April 1956 and April 
1957” (p. 281). 
SUNBURY-SHAMOKIN-MOUNT CARMEL, PA, 
(1) Just before the $1 minimum was made effective, 25 percent of the workers 
ed in covered industries were being paid less than $1. 
‘of (2) “Employment in the subject industries within the scope of the survey 


declined 5 percent between February and April 1956 but increased 2 percent 
between April 1956 and April 1957. Employment in the nonsubject industries 
increased 3 percent between each of these two periods” (p. 288). 






FORT SMITH, ARK. 


: (1) Just before the $1 minimum was made effective, 20 percent of the workers 
in covered industries were being paid less than $1. 


; a. a changes during the periods studied were not marked” 
D. s 
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APPENDIX E 


Changes in Consumer Price Indea, January 1955 to March 1959 (1947-49=100) 











| 1955 1956 1957 1958 1959 

eo EY ie ae s8 
January... . 114.3 | 114.6 118.2 122.3 123.8 
February--_--- = 114.3 114. 6 118.7 122.5 123.7 
March __..-- 114.3 114.7 118.9 123.3 123.7 
April 114.2 114.9 119.3 198.5. |...--:..a5m 
May-.-.-- : 114.2 | 115.4 | 119. 6 123.6 | 
June 114.4 116. 2 120. 2 | 123.7 | 
July. 114.7 117.0 120.8 123. 9 
August 3 114.5 116.8 121.0 123.7 asl 
September -__.- 114.9 117.1 121.1 123.7 
October. .._--. 114.9 117.7 121.1 123.7 
November.-...- 115.0 | 117.8 121.6 123.9 
December. _- 114.7 | 118.0 | 121.6 123.7 

Source: U.S. Department of Labor. 
APPENDIX F 
Productivity of private economy, 1947-59 
Index of Indez of 
real product per real product per 


man-hour for total 
private economy } 
(1947-49=100) 


Year: 


PR ie eicnctinacesoneeiaa wees 
has icicles ce cna dank eeaaies 
Sr sscsit ciate ataiiaesucaioene abixctes 
I site aia boomerang 
Oe Ie a ctsnitcaiaiiete make einton 


UI i si sipsen easiest as caged 


1 Data calculated by U.S. 


Year—Continued 


man-hour for total 
private economy? 
(1947-—49=100) 


96.7 ROI ai occas tain ocaieacae 122. 
100. 2 aaah ainhah chen sad woateaneianats 128. 0 
103. 1 I eS cscs incising cccicnch 128. 8 
110. 4 RO aati aaa ccrebssininicncamen eto dl 132.3 
113. 2 Races ean cconcaciia balance oeaanee 133. 6 
115. 7 I caer tiicincad oceania 7141.6 
120. 4 


Department of Labor by applying to gross private product in 


1954 prices (from “Economic Report of the President, 1959,” table D—4, p. 143) the man- 
hours worked or paid of persons in private industry (as estimated by the Labor Depart- 
ment on the basis of Bureau of Labor Statistics published series on employment and average 
weekly hours supplemented by National Income and Bureau of the Census labor force 


data). 


2Estimated by the AFL-CIO on the basis of experience by applying midpoint of gain in 
productivity in 2 preceding years of upturn, 1950 and 1955, which like 1959 immediately 
followed a year of economic recession. 


Source: U.S. Department of Labor, as presented to Joint Economic Committee of the 
Congress. 
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APPENDIX G 


Increase in average hourly earnings in manufacturing and nonmanufacturing 
industries, January 1950 to January—March 1959 


Average hourly earnings 




















Increase in 
Industry period 
January January 
1950 2 1959 3 
DRANG, COREE in a sc ta hi inn singe Data etigeecans $1. 42 4 $2. 21 $0. 79 
Food - . 1.31 2.10 79 
Tobacco 1.02 1. 69 . 67 
Textiles 1. 20 1. 56 . 36 
Apparel 1.19 1. 53 . 34 
Paper 1. 36 2.17 81 
PE ac ccnosncpncmntdaita atid tmies «thalrdmnptes 1. 86 2. 67 81 
III, «2c nncgsGaptinnis hatha entaanni ta ebtaidaaiaamindnanele 1. 45 2. 36 91 
POO: «..:... icctcnadoubedadobbhaubiameasiakan samamadkine’ 1.81 2. 87 1.06 
I 6 n ca ccs teense neal nb ea knadaseel 1. 54 2. 45 91 
EN <5... austen scdoounaianerenanmmipandainiad ade hada 1.14 1. 60 . 56 
SIO a chiicycrcakstin trite dihh dhe t aos eentadiedmmid dea Ieee 1. 51 2. 54 | 1.03 
DRI 9. <<. nora shi ant eeaaaadandptaing aaa aeaimiamdaee 1. 23 | 1.90 | . 67 
PANG. ccna Kasauseenetaasbdcieausanhaaoumaaie 1. 24 1. 80 . 56 
DERE: BONG CE MOOD: 66 cacsnccsdadccedonnnitiniceiapedndes 1.39 | 2. 21 - 82 
PI a 2 Stina aninchsageitinaee oabedh imakapnoae 1. 62 | 2. 80 1.18 
Dati e WMB Soa oh cee cate bax decseeen 1. 49 | 2. 35 . 86 
Mectinery (encent GlectTienl) «............0<c<cs<+ncaccnccnce 1. 55 2. 47 .92 
Er AONE CNN Psi isin 5 nec tncteeccdscndumeedaeank 1.43 2. 21 .78 
SRI ACNE Rath: TIN id a ccgica sare cicirentn cintgnen Sm ontsomnnnne 1. 68 2. 61 . 93 
IIIS, i. cecsacks inset tecn poriernasca npoency cals maces agen oo 1.42 2. 25 . 83 
Miscellaneous manufacturing ...............-...-.-..-.-..- 1. 29 1. 89 - 60 
aa so eo a eo Gee on 2 fe ee 1.75 2. 64 .89 
Ce ate a cniisatsiacnstna alma 1.93 3.10 | 1.17 
Transportation: Local railways and buslines............-.---- 1. 47 | 2.17 .70 
Telephone. _.._- Sch dain Ul sic aaa a ia a al sae 1. 38 | 2.11 -73 
ee. Ge (En OIE > 2 ok cd icienbsnaiapeecrteuieelanctade a 1.59 | 2. 52 .93 
ID CII oso a xdnbah alsa ddaciais Nebtn dette Sebudinvnaiy 1.43 2. 21 78 
I oes cama 1.15 1.74 - 59 
enn TOI ne ok 5 a A eh ceca .75 1.15 40 
Laundries eras ET IRL EE EOP EERE .85 1.15 . 30 
Ae IE CUI WO i na i eee .99 1. 35 . 36 





| Average hourly gross earnings of production and nonsupervisory workers. Source of the data is Bureau 
of Labor Statistics of the U.S. Department of Labor. 
? Month in which 75 cent minimum wage became effective. 


- Most recent month for which data available, except that for manufacturing industries data are for 
March 1959. 


Vespa data for March 1959, most recent month for which data available for these manufacturing 
ndustries. 


STATEMENT OF STANLEY RUTTENBERG, DIRECTOR OF RESEARCH, 
AFL-CIO 


Mr. Rutrensere. I will try to boil it down just as graphically as 
Ican and not repeat too much. 

The first part of the testimony deals with the number of workers 
who could be effected by the minimum wage law. 

Presently, the Fair Labor Standards Act covers about 24 million 
people. There are now excluded from coverage another 20 million. 
Of the 20 million that are now excluded, many are excluded because 
of the definition of the interstate commerce clause. Others are ex- 
cluded because of a specific exemption in the act itself. 
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In supporting Senate bill 1046 however, we are proposing to bring | 
under coverage, only about 7.75 million of the 20 million that ar 
now not covered. We propose to do this by two specific changes 
in the act. One is a change in definition of the commerce claus 
making the new definition consistent with that which was in the orig. | 
inal National Labor Relations Act, and in the present Taft-Hartle 
Act, a definition that simply says: “Necessary to commerce and at-f 
fecting commerce.” In the 1949 amendments to the act, the com 
merce clause was made more limited by adding two phrases which . 
were, “directly essential” and “closely related” to production. t 

Also the present law uses employee test of eevee: it measures 
whether or not the individual employee is engaged in producing 
for commerce. What we propose here is to shift that base to an 
employer test. 

So we would change the commerce clause, making it “necessary” to 
commerce and “affecting” commerce and applying it to an employer 
rather than to individual employees. fc 

Thirdly, by eliminating certain specific exemptions that are nov : 
in the act and setting dollar limitations on the amount of sales which 
particular industries would have. 

The important thing to consider here is that the $500,000 sale 
which applies to retail, also to any other service enterprises. The T 
dollar limitation on — and cleaning and clothing repair i of 

u 





$250,000; the limitation on building construction is an annual busi. ris 
ness of $50,000.. There are a total of seven specific limitations in| h 
this area as well as additions. Certain specific exemptions, like that) a 

( 


for loggers with 12 employees or less, that are now in the act, would! 


be eliminated by S. 1046. 
The big thing, of course, is that there is no intention here to cove 


small business. 


Senator Proury. Mr. Chairman, might I interrupt there? obs 
Senator Kennepy. Yes. abe 
Senator Prouty. I have had several letters from small loggers in _ 
Vermont. I really mean small operators. 7 
Now there customary practice, as I understand it, particularly with} " 
respect to cutting pulpwood, is to pay on the basis of so many cord . 
cut _ week. | . 
The small operators will have two or three men stretched ove bef 
miles of territory in different wood lots and they maintain that i s 
is just about impossible for them to operate efficiently and effectively! PT 
on an hourly minimum wage under this setup. : 


I just want to call that to your attention. I expect some of them 
will be here to testimony before the hearings are concluded, but it} 2° 
a State like Vermont, that is quite an important consideration. 

I might say that most of them, even though they are paying a| & 
a per-cord basis, pay their employees considerably above the mini! 


mum wage standard. cont 
Mr. Rurrenszerc. Of course, Senator Prouty, one of the problem) °*¢t 
here is that because the present law excludes logging and lumberin! Se 
operations with 12 or fewer employes, the large logging companie M 
take advantage of this exemption in the act by subcontracting ot! for 
to small loggers who are exempt from provisions of the Fair Labo a | 
or 


Standards Act and thereby get around the objective of the act. 
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One of the purposes in eliminating this exemption from the pres- 
ent law is to cover up this loophole which exists now. 

Of course, it is the same argument that is always made, and whether 
it is true or not remains to be seen. 

Now whether the small logger will go out of business as a result 
of this exemption, I frankly doubt but the charge is made as it was 
made in previous years in connection with other kinds of enterprise; 
that they would go out of business, but as Mr. Meany pointed out, 
the facts indicate that after the 40-cent minimum, after the 75-cent 
minimum, the $1-minimum, the number of establishments that existed 
were larger in number than existed prior to it. 

So it is the same problem again, whether or not this will put people 
out of business, but I doubt it. 

Senator Proury. I think in that particular field we should give 
it very serious consideration because I think it poses a real problem 
for the very small operators in that particular industry. 

Senator Kennepy. Do you have any information concerning the 
average wage being paid to loggers who are not now covered by the 
act? 

Mr. Rurrenserc. No, we don’t have any such specific information. 
I don’t think it is really avaiable. There is in the retail field because 
of the survey that was made in retail but there is no nationwide cur- 
rent survey in logging so there is no such information. 

Senator Kennepy. You don’t feel the physical problem of keeping 
the hours and so on in logging particularly, those with less than 12, 
keeping the records which are necessary by the hour when they pay 
them by the production, you don’t feel that that presents any physical 
obstacle ¢ 

Mr. Rutrensere. I don’t see how it presents any insurmountable 
obstacle. Of course, there are always administrative problems in any 
area, but if it is important to bring them under coverage, the adminis- 
trative problem can be taken care of. 

Senator Kennepy. Small logging operations were not exempted 
until 1948 or 1949, is that correct ? 

Mr. Rurrensere. They were exempted in the 1949 act. 

Senator Kennepy. How was the recordkeeping problem dealt. with 
before 1949? In other words, they dealt with it regularly in 1949? 

Mr. Rurrenserc. My only feeling from what I have studied of the 
problem is that they were successful. 

Senator Kennepy. Why were they taken out then ? 

Mr. RutrrenserG. Because the pressures were such in these industry 
groups, and they were considered small business groups, but the effect 
of the pressure for a “small business” exemption is to allow others to 
get around the act, for if they can and if they get the exemption of 12 
or less in, this means the large loggers use the small loggers as sub- 


contractors and get around the provisions of the act, and there is no 
excuse for it. 


Senator Kennepy. Thank you. 

Mr. Rurrensere. In the testimony I set forth some of the reasons 
for extension of coverage and specifically these reasons are obviously 
the very great need of the uncovered workers to defend themselves, 
workers who are really defenseless against substandard conditions; 
and also the need to maintain a minimum standard of living which 

41681 O—59——7 
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was spelled out in the original act going back to 1938 in the very dee- 


laration of policy, and also the fact that State acts have proven grossly 
inadequate. 

We could go through and spell out the necessary minimums that are 
needed for a minimum standard of living, according to the Department 
of Labor, city workers, family budget. Or even a specific budget for 
single women which is spelled out in appendix C which is attached to 
the testimony, shows roughly that $2,500 a year is needed to maintain 
a minimum standard for a single woman, and $2,500 a year is the in- 
come received if you work at $1.25 an hour for 2,000 hours, which is 50 
weeks at 40 hours. But the general practice in retailing, for example, 
seems to be about 1,600 hours a year of employment, so even at $1.25 
the single woman would be less than the minimum standard for a single 
man, and certainly far below the figure of $4,600 which is required for 
a family of four for a minimum but modest, adequate budget. 

In addition, the State laws are inadequate, as information presented 
here before this committee in past years has demonstrated. 

I have a very large appendix attached to my statement, appendix 
B, which spells out specifically the minimum wage provisions State 
by State for the retail trade, for laundry and drycleaning, for hotel 
and restaurants, and for canning. In the main we can see that there 
are very few States in any of these industries that are really providing 
an adequate minimum, and in those States, even where $1 minimum 
is provided, they cover frequently only women or miners. Or to take 
the example of Arizona, the minimum wage in retailing is 55 cents 
an hour, but it applies only to women. It does not apply to men. 

This is a common practice in many States and this is pointed out 
quite clearly in the appendix which is attached to the statement. 

The next point is that the bill specifically applies only to large 
enterprises. It does not apply to the so-called “Mom” and “Pop” 
store. As a matter of fact, there is a specific provision in S. 1046 
which exempts any retail establishment that is run by a family, by 
the spouse or by children of the owner of the store and this is done 
specifically so that these types of small stores would not be covered. 
This is why the limitations were placed upon it in this area. 

It is important to remember that in the main, the giant, retail chain- 
stores handle the major part of retail business. 

For example, in a recent 1954 survey of the Census Bureau, stores 
with $1 million to $500 million of sales in the retail field were made 
up of 3,700 organizations or enterprises with 28,000 establishments. 

So in effect at the $1 million sales level, there was a ratio of only 
9 to 1 in terms of the number of establishments which the enterprise 
had, and if you go down the line even at less than $300,000 in sales, 
the ratio was more than 2 to 1. 

_In other words, each establishment had, on the average, two estab- 
lishments so that when we talk in terms of the $500,000 figure, it is 
applying, although we don’t really have a breakdown, in the main 
to the chain and large retail store, whether it is A. & P. or Sears 
Roebuck or Kresge or Woolworths or the Hilton-Statler chain or 
to any other similar kind of a large operation. 

_ I would like to pass now, if I may, quite quickly to the problem of 
increases in the minimum as contrasted to the extension of coverage. 
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The bill, as we all know, provides for both extension of coverage and 
increase in the minimum to $1.25, and the argument which is always 
raised, and it has been discussed here this morning and I shall not 
mention it only in passing, is that raising the minimum to $1.25 will 
put a lot of people out of business and a would result. 

Well, we just need to point specifically to the experience after the 
40-cent minimum, the 75-cent minimum, the $1 minimum to see how 
untrue this charge is, or how the facts later developed that it was not 
sound to have made the argument to start it. 

As a matter of fact, appendix “D” of my statement reviews the 
recent 700-page study done by the Department of Labor on the effect 
of the $1 minimum in 1955 and this report, along with the preliminary 
one which had been issued a year and a half or so before that, certainly 
bears out this general proposition that there were no adverse effects 
upon the economy resulting from the increase to the $1 minimum, in 
spite of the fact that the Secretary of Labor, in a letter to the Vice 
President of the United States and to the Speaker of the House, did 
specifically say that the raising of the minimum above $1 would have 
an adverse effect upon the economy. 

We have pointed out specifically in a letter that Mr. Meany sent to 
the Vice President and to the Speaker discussing the Department of 
Labor report, that there isn’t a single iota of evidence in the 700-page 
report to bear out the Secretary’s charge that there was an adverse 
effect upon the economy. 

We challenge the Secretary of Labor to point to his report in any 
way in which ‘this problem is dealt with. 

It is important to remember that the 700-page report dealt with 
7 communities and 12 segments of industries. They picked specifi- 
cally those industries and those communities where they thought the 
effect would be the worst, obviously because this was the kind of thing 
they wanted, the evidence to indicate the effect in the most serious 
situations. 

If you look carefully at the review of the study, you will find that 
there is not one iota of evidence to bear out the Secretary’s charge that 
an adverse effect was had upon the economy. 

Now as to the reasons for selecting the $1.25, both Senator Gold- 
water and Senator Prouty have raised a question as to why pick the 
$1.25 as against any other figure. 

I guess one can’t very well do anything except what appears to be 
politically feasible. Certainly, $1.25 is ‘inadequate in terms of any 
base you want to use, but it is interesting to examine the basis for it 
if one wanted to justify it on the gr ounds other than that it is neces- 
sary to meet minimum standards of livi ing and necessary to eliminate 
poverty and destitution and to really improve living standards for the 
people. 

One could justify it on the same basis which the Senate Labor Com- 
mittee justified the increase to $1 an hour in 1955. In the report of 
1955 from this committee there was a justification for the $1 minimum 
being raised at that time from 75 cents. W hat was done was to take 
the cost of living from the time of the previous increase, to the time 
of the one in 1955, and also to take the general trend of productivity 
in the economy as a whole and not in any particular industry because 
nobody is claiming this ought to be done in relation to the minimum 
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wage, but what is done is to show the minimum wage should bear some : 
general relationship to the movement of the economy as a whole. 

So, in 1955 the committee did come up with a figure showing that 
the cost of living between 1949 and 1955 had gone up 14 percent; pro. 
ductivity had gone up some 20 percent. 

When they applied both of these factors to the 75-cent minimum, 
the committee’s report comes out with a figure of $1.0244 and so thes | 
say we will raise it to $1. 

Using this test and applying it now, you come out at about $1.25 be 
cause the cost of living increase since the 1955 increase went into 
effect has been 8 percent, and the increase in productivity, if we take 
the general trend of productivity advance as estimated by the Depart. 
ment of Labor, Bureau of Labor Statistics, as included in the Presi- 
dent’s Economic Report in January 1958, the general trend has been 
between 3.4 and 3.9 percent productivity increase, per year. 

Senator Kennepy. This percentage rise in productivity was not 
characteristic of the past 5 years, was it ¢ 

Mr. Rurrenserc. If you took the years 1957 and 1958 when the 
economy began to operate at considerably less than capacity, the pro 
ductivity rise was considerably less. 

Senator Krennepy. How about the period from the end of the 
Korean war. I don’t think you would find an increase of 3.5 percent 
in productivity per year, would you? 

Mr. Rurrenserc. The general trend from 1947 to 1956 was bet weer 
3.4 and 3.9 percent for the private economy, depending on whieh 
measure of productivity you used. 

Senator Kennepy. You took the period from 1954 to 1958 which 
included the Korean war. I don’t think your average would be 3.7% 
percent in a period excluding the war. 

Mr. Rurrensere. It excluded the Korean war. 

Senator Kennepy. I wouldn’t think that taking the period from 
1947 to 1950 with the recession of 1949 that you would have anything 
near this 3.75 percent rise in productivity. You wouldn’t have any: 
thing like the rise we observed from 1955 to 1958. 

Mr. Rurrenserc. Well, here is a table in appendix F which is at 
tached to my statement and which is based from the Department of 
Labor report as presented to the Joint Economic Committee of the 
Congress. 

It shows that, with 1947-49 equal to a hundred, you come up throug) | 
1950 and have a 10-percent rise over 1948. You come on up through 
1957 and you get at 32-percent rise. 

Nine years on 32 percent gives you roughly 31% percent, and thi 
is the index of real productivity of man- hours for the total private 
economy. 

Senator Kennepy. You say that the 1957-58 figures went up 1 per 
cent. You figure from 1930 to 1958, and the first ‘quarter of 1959, you | 
will have an 8 percent increase ? 

Mr. Rvurrenperc. Yes, Ewan Clague, Commissioner of Labor 
Statistics, has appeared before the Joint Economic Committee an 
pointed out what the facts are. The year after we come out of all 
recession as in 1949-50 as we can see by this table or as we can see # 
we came out of the 1954 recession, the year 1954-55, there is usually 
a very substantial rise, and if I recall correctly this rise out of the 
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1949-50 recession was about 7 to 8 percent ; the rise out of the 1954-55 
recession was about 414 percent, and it is estimated that the current 
rise may well be substantially above that because of the great expendi- 
tures for plants and equipment which took place in 1955, 1956 and 
1957. 

It is estimated that the productivity rise moving into 1959 will 
bring us well back to the trend which we departed from on a down 
slide because of the recession in 1957-58. 

I think it is quite reasonable to assume that the figure of 3.4 to 3.9, 
the long-term postwar rate in productivity could be applied now and 
if it were apphed, you will see by the calculations on page 17 of my 
statement that you will come up with a figure of between $1.2314 and 
$1.26 and, roughly, the midpoint is about $1.25 

It is interesting to note, of course, if you w: anted to carr y this further 
that the productivity figure used in the committee's report of 1955 was 
20 percent. 

If one looks at what has actually developed with the figures that 
have been published since this report, the actual productivity rise 
was 24.2 percent instead of the 20 percent used by the committee. 

If one had used 24.2 percent, the overage over the $1 minimum, it 
would have been about 6 cents and not the 2 cents. So that fits in 
and we get this figure. If you applied this back, it could move on up 
to $1.30—$1.31, on the basis of the same analysis used by the com- 
mittee in 1955. 

[don’t want to belabor that point any further. 

I think the next general problem noted on page 19 of my statement 
is the question of the movement of the general wages and the move- 
ment of the minimum wage, and at the top of page 20 is an interesting 
little table that I think would be well to have in mind. 

Let’s take 1949. The average hourly pay was $1.40. This is for 
production workers in manufacturing. The minimum wage at that 
time was 75 cents, and the gap there between this wage and the min- 
imum was 65 cents. 

By March of 1959, the average wage was up to $2.21. The minimum 
is$l. The gap between the minimum and the general wage is $1.21. 

Now if you actually brought the minimum up only to $1.25, the gap 
would still be 96 cents, which is considerably more than the gap was 
in 1949, 

[ would like now to deal in the remaining time with the concept of 
the cost of this $1.25 minimum. _ It has been estimated by the Depart- 
ment of Labor that the total cost of raising the $1 minimum and ex- 
tending coverage would be $2.9 billion, the total cost to the economy. 

This figure is based principally on data more than a year old. In 
the past year, as we can see merely from these recent stories in the 
Wall Street Journal and elsewhere, such as this story which says the 
wood furniture makers have raised their minimum to $1.25 because of 
the talk in Congress of the rise in the minimum, wages have risen 
for some low-wage workers. 

The same is true of the textile industry, for almost the entire textile 
industry in the South has moved to the $1.25 minimum in anticipation 
of the Congress acting. 

Asa result of these and other w age movements which the $2.9 billion 
figure has not taken into consideration, we figure the total cost would 
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be much closer to $2.5 billion, probably even a little less than that; but, 
using the $2.5 billion or even using $2.9 billion if one wanted to use it, 
the relationship of this to the total value of goods and services pro- 
duced in the economy, which is running in the neighborhood of $460 to 
$480 billion by the end of the year, is a little more than one-half of 
| percent of the total of the gross national product. If you relate the 
$2.5 billion to the total wage and salary bill of the country, which is 
roughly about $260 billion, it is less than 1 cent out of every dollar on 
the payroll to raise the minimum to $1.25 and extend the coverage as 
S. 1046 does. 

That becomes, it seems to me, a relatively minimal cost to pay for 
such a tremendously important move to improve the living standards 
and the wage level of the very lowest paid workers in the Nation. 

I will skip over, if I might, to the problem of inflation. 

The argument has been used repeatedly and it was raised again this 
morning that the increase in the minimum to $1.25 might infla- 
tionary on the economy. 

I think one has to keep in mind some important considerations 
here. In addition to those I have already mentioned, there are one 
or two more. 

The $2.5 billion or $2.9 billion cost of the $1.25 minimum would be 
less than 1 cent out of every dollar of payroll and would be roughly 
about a little more than one-half of 1 percent of the total gross 
national product. 

This is assuming that, if there is no absorption whether of the in- 
creased cost as a result of productivity or anything else, then the 
total increase in price cannot be in excess of one-half to three-quarters 
of 1 percent as it relates to the total gross national product. 

I think there is an important consideration. here to keep in mind. 
I might say this was noted very clearly by the staff report done for 
this committee several years ago by Dr. Fred Blum “a other recent 
surveys done by Professor Brinker out in Oklahoma, the results of 
which were printed in the Monthly Labor Review. They point out 
that wage increases required in the very low-paid industries stimulates 
those low-paid industries to improve their efficiency, a stimulation they 
do not otherwise have. This study made in Oklahoma and which I 
refer to on page 24 of my statement, finds that, and I will just quote 
the one sentence from the summary article in the Monthly Labor 
Review, in September of 1957. 

The firms paying below $1 an hour showed a better record of employment 


than the firms already paying all employees over $1. The firms paying below 
$1 an hour were stimulated to increase production more, add more machinery 
and increase efficiency. 

In other words, the lowest paying firms were able to absorb the increase from 
75 cents to $1 because they were pressed into improving their own efficiency. 


One must take that into consideration when zoe are talking about 
the total cost of the $214 billion and whether this will automatically 


be transplanted over into the economy to increase prices by that 
total amount because, obviously, the whole will not be passed on 
because there is this specific incentive to improve their efficiency. 

I might, Mr. Chairman, conclude, I think, with those remarks. 

There is much more elaborate material in the document. 

Senator Kennepy. That isa very helpful statement. 
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Now you have talked about the problem of overtime. There are 
a good many people that are going to be covered by this bill, many 
of whom are unionized and are receiving well over the $1.25 today 
and who would receive time and a half for over 40 hours. 

I am thinking particularly of those employees in transportation 
and construction among others. I am not talking about an under- 
privileged group. I am talking, in many cases, of a unionized group 
who are receiving substantial wages but who are not today subject to 
the 40 hours. 

Now, what is the effect of this on them and on the companies for 
which they work ? 

Mr. Rurrensere. Well, Senator, I think it ought to be kept in mind 
that we have been on a 40-hour week in the United States, generally 
speaking for most employees, for a fairly substantial amount of time. 
It is time the rest of the economy begins to adjust itself to the 40- 
hour week. 


I think experience will show that in retailing, for example, where 


the union has moved in and organized successfully the employees, 


they have with very little difficulty to the employer, moved to a 40- 
hour week and in many instances, I have looked at this rather care- 
fully and in many instances, they do it without any increase in cost 
by improving their efficiency and readjusting the hours schedules. 

The incentive to do this is not there, however, unless they are organ- 
ized by the union and are sufficiently strong in their organization or 
if there is Federal legislation requiring them todo it. I think that 
to exempt retail trade from the hours standard of the law as the Sec- 
retary of Labor 2 years ago proposed be continued is unrealistic in 
terms of the present-day economy when many industries are already 
working less than 40 hours. 

Senator KenNepy. Let’s take a transit or bus company where they 
may be working 44 hours a week and being paid well over the $1.25 
an hour; say $2 an hour or $1.80 an hour. They are unionized and 
they have bargained collectively and so far neither the union nor 
company, because they don’t think the company can afford it, have 
been able to reduce the workweek to 40 hours. 

Do you feel] that in spite of the fact that they have representation, 
that they are organized, that they are getting a good hourly wage, 
that Government intervention is warranted / 

Mr. Rutrensere. Well, I think the Federal Government’s inter- 
vention in this sense would give the management the drive and the 
incentive to improve the situation to bring it down to 40 hours. 

Of course, if you look at the New York transit situation there was 
a very strong union up until about 2 years ago, I guess. They were 
not on a 40-hour swell but I think now they have worked out ar- 
rangements where they are adjusting to the 40-hour week and I think 
this is gradually coming where the unions are strong. 

Where the unions are not strong, it seems to me that the setting 
of the standard which was sviginallt established in the act of 1938, 
the Fair Labor Standards Act, to have a 40-hour week by 1945 for 
those that were covered, of course, is of immediate importance to 


carry out and apply generally and is essential to develop equality 
between job opportunities. 
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Senator Kennepy. Some of these transit companies are having a 
rather difficult economic time and they state, and it may or may not 
be true, that this would put them over the edge of the economic 
prec Ipic e. 

From all accounts it appears to be a rather sick industry in many 
areas. You don’t feel, do you, that pushing to the 40 hours under 
the conditions I have described could cause some real economic hard- 
ship and therefore, some unemployment ¢ 

Mr. Rurrenserc. Well, Senator, it is interesting, of course, the 
statements generally made that transit operations are unprofitable 
and very difficult. 

You should note that Mr. O. Roy Chalk has moved into the Wash- 
ington transit system that everybody thought was about to collapse 
completely and even the Government considered the possibility of 
taking it over. 

Mr. Chalk, I think, has turned it into what appears to be a system 
that is doing fairly well for his stockholders and I think if they 
haven't already moved to a 40-hour week, I think they are in the 
process of doing it. 

As a matter of fact, the great majority of the union transit workers 
throughout the United States are on a 40-hour week. Mr. O. Roy 
Chalk suggests even buying the New York City transit system, al- 
though many people think it is a very unwise move to make. 

He, at least, sees that it is possible, with the right approach to the 
transit system, to make it a profitable operation and I think this is 
the approach which our transit systems ought to be forced into by 
improving their efficiency. 

We could talk a lot about the stockholder interest and how some 
of our transit sy ne have been milked white by the owners. 

Senator Krnnepy. I don’t have to go outside of Washington to 
see such manipulations, and I agree that there is no reason w why the 
workers should subsidize the milking of the transit systems which 
has taken place in some areas. But [am thinking of the other com- 

vanies which are in a more perilous situation which are represented 
y unions and where there is stable collective bargaining but where 
unions have been unsuccessful in reducing hours. 

Is it your judgment that it will not cause layoffs in such companies? 

Mr. Rurrenserc. Senator, I will say that we ought to have it clear. 
I think the facts would indicate that the overwhelming majority of 
the transit workers who are organized in the unions are already on 
a 40-hour week. 

Senator Kennepy. There are quite a few that are not. I could 
give you some in New England that are not. 

Mr. Rurrenserc. W ell, of course, the railroad industry is re- 
nowned for its economic difficulties and moved from a 48-hour to a 
40-hour week in 1949. 

Senator Kennepy. Let me ask you about one of the other argu- 
ments that I have been hearing of late. I refer to the movie theaters. 

The theaters state that they hire boys out of high school, especially 
in rural communities and that they are paying less than the commu- 
nity wage, less than the $1.25 certainly, and that there are part-time 
employees. Some of these theater operators claim that their com- 
petitors who are not in theater chains will be paying substantially 
less and that this represents an unjustified economic burden. 
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What do you say tothat ! 

Mr. Rutrenserc. Well, of course the test is, as the law points out, 
this proposed bill where $500,000 and over is saved. 

What you are in effect saying is that the small independent motion 
picture house that doesn’t do $500,000 worth of business will have an 
undue competitive advantage over the other neighborhood cinema 
that is part of the chain that is doing more than $500,000 and I think 
what is probably more likely to happen would be the reverse will de- 
velop. The wage of the usher or anyone else in the movie house is 
not going to determine whether the chain cinemas are put in a poor 
competitive position compared to the little poor fellow that isn’t doing 
$500,000 and might be paying less than $1.25. 

Senator Kennepy. The $1.25 will be higher than the community 
wage in many communities for a boy in high school doing comparable 
work. That is more money than he could be paid for doing other 
work in those communities. 

Mr. Rutrenserc. Would it be true in most of those rural communi- 
ties that the cinema is doing more than $500,000 worth of business ? 

Senator Kennepy. There are a good many of them, I think, that are 
in regional chains or national chains in the larger cities. 

Mr. Rutrensere. And you would say these would be part of a 
chain ? 

Senator Kennepy. I am giving you all of the complaints I am hear- 
ing. 1 wantto hear your answer to them. 

Mr. Rutrensere. I think in the main, the real test is whether they 
are doing $500 thousand worth of business, and if they are doing that, 
then they can afford to pay the $1.25 and whether this will create the 
unfair advantage to force them out of business as a result of the small 
independent cinema not having to pay the $1.25, I don’t know. 

Senator Kennepy. Let’s look at it from another angle. Many of 
these movie theaters are in some financial difficulty anyway. Wouldn't 
this minimum wage impose an additional burden on this type of busi- 
ness—especially since the wage rate is out of line with rates for com- 
parable types of work in many communities. 

In other words, is it an artificial wage? We are not talking now 
about the woman who works in the retail store 40 hours. It is no 
question in my mind what her wage should be. 

We are talking now about the boy in high school, in a nonmetropoli- 
tan community who is hired part time after school, for 85 cents or 90 
cents an hour. 

Now under this bill we would pay him $1.25. 

Mr. Rurrensere. I dare say you would hear many arguments that 
could be advanced that would say maybe that high school boy ought 
not to be hired to do the work as an usher, particularly in the face of 
some of the unemployment that is growing in the New England com- 
munities and is growing as a result of all kinds of factors, migrations, 
imports, and what have you. 

It might be these are the wrong kind of people to be given the 
supplemental amount of income. Maybe you ought to create a job for 
the individual who is unemployed and let him have a job that he 
normally isn’t able to have because the industry that has been in 
his town has moved out. 

Senator Kennepy. Thank you. 
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Senator McNamara? 

Senator McNamara. I don’t have any lengthy questions. Have 
you considered the phase of employment that has received so much 
publicity, partly through the activity of the McClellan committee, 
the business of car washing? 

You read almost daily in the paper about it. There is a wave of 
it now in Michigan of people working for 22 cents an hour in organized 
wash rack operations on cars that are washed from about $1 to $1.50 
per car and I understand these people are paid on a piece work basis 
and naturally on a rainy day, no one gets his car washed. 

It seems to me there has been a great deal of adverse publicity 
as far as organized labor is concerned. 

Have you gone into it at all? 

Mr. Rerrenserc. Well, hasn’t Senator McClellan’s committee been 
looking into this problem in connection with a contract which Jimmy 
Hoffa and the Teamsters have signed in the Detroit area that creates 
the kind of situation that you are specifically talking about ? 

There is no merit at all that I can see that would justify that kind 
of a contractual relationship between an employer and a union. 

Senator McNamara. Far be it from me to defend that situation, but 
I wonder if you have made any study to determine what the economics 
are ¢ 

If you had a $1 an hour minimum applied to this situation, I 
imagine it would you $5 to get your car washed and most people 
under those circumstances would wash their own cars and then the 
industry would probably go out of business. 

This is one of the things we have to consider when we are con- 
sidering this kind of law. 

Mr. Rutrenserc. Of course, I have seen some of these newer auto- 
matic car washing operations in which you’ve got to look high and 
wide to find a worker around to do anything. 

The older ones, installed a few years back just pulled the car 
through on a rack and workers were there washing windows and 
getting inside the car and what not, cleaning it. 

Most of that is now done automatically and all I am saying is that 
the incentive to pay the $1.25 minimum is the incentive to improve 
efficiency and has been in the past. 

There will always be new, ingenious ways found to reduce the costs 
to meet the increased minimum if the increased minimum we are 
talking about is essential for a decent standard of living. 

Senator McNamara. Well, in the modern operation with all this 
equipment, scrubbing the car, wiping the surface water off, et cetera, 
it still requires an operation where they are turning out a car every 
two minutes. There is still a lot of time there that we have to give 
consideration to. 

Mr. Rutrenserc. We have to give consideration to it, but I think 
the experience shows that even without the incentive of the higher 
minimum, new and more modernized car washing installations are 
being put in, in various parts of the country. 

Senator McNamara. I say there is still a lot of people involved 
because there is the operation of washing the inside and the outside of 
the windows, cleaning up the dashboard, drying the car and that is all 
generally done by hand. 
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It does take quite a few people when they turn them out every few 
minutes. I think it is one of the problems that is probably the most 
dramatic one of all these problems that we have to consider in the 
service field. 

I think this is the easiest one to pick. ; 

Mr. Rurrenserc. Again, just to remind you that they would have 
to meet the test of the $500,000 and many of these establishments 
wouldn't meet that test. 

Senator McNamara. These that you are talking about that have this 
high priced machinery very soon get into this category because they 
have to have the production to pay for it. 

When you get these two things together then you have the $500,000. 
They will be covered. It is a real problem. 

Senator Kennepy. I think the weather does enter into the logging 
picture in some areas and therefore, affects the ability to work a steady 
40-hour week. You see, one week it might be 80 hours and the next 
week might only be 20. 

Senator McNamara. I am interested also, Mr. Chairman, about the 
remarks in the local operation because I was chairman of the sub- 
committee that turned this transit system over from the previous 
operation to the Chalk operation. 

I want to see it succeed. 

Senator Kennepy. We want to thank you very much, Mr. Rutten- 
berg, for coming here today. 

The subcommittee will now recess to meet again at 2:30 when we 
will hear from Mr. Max Greenberg, president of the Retail, Wholesale 
and Department Store Union of the 4 *L-—CIO, and Lazare Teper, 
research director of the International Ladies’ Garment Workers 
Union of the AFL-CIO. 

(Whereupon, at 12:20 p.m., the subcommittee recessed to reconvene 
at 2:30 p.m., May 7, 1959.) 


AFTERNOON SESSION 


Present: Senator Kennedy (presiding). 

Senator Kennepy. The subcommittee will come to order. 

I want to express regret at the delay in getting started. 

Mr. Greenberg, I understand you are accompanied by a man who is 
highly valued by the subcommittee, Mr. Kenneth Meiklejohn. 

Mr. GREENBERG. Yes, Senator Kennedy, and this is the editor of our 
newspaper, who is assisting Ken in the legislative efforts of our union, 
Mr. Max Steinbock. 

Senator Kennepy. Weare glad to have them both. 

Will you proceed in the way that is most satisfactory to you. 


STATEMENT OF MAX GREENBERG, PRESIDENT, RETAIL, WHOLE 
SALE, AND DEPARTMENT STORE UNION, AFL-CIO; ACCOMPANIED 
BY KENNETH A. MEIKLEJOHN, WASHINGTON REPRESENTATIVE, 
AND MAX STEINBOCK, EDITOR, R.W.D.S.U. RECORD 


Mr. GreensperG. Senator Kennedy and members of the subcom- 
mittee, I appreciate very much this opportunity to appear before you 
once again on behalf of the more than 160,000 members of the Retail, 
Wholesale and Department Store Union, AFL-CIO, in support of 
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legislation to extend the coverage of the Fair Labor Standards Act to 


retail, service, and many other presently excluded workers and to raise | 


the minimum wage under the act to $1.25 an hour. 

Specifically, 1 am here to urge your subcommittee, the Committee 
on Labor and Public Welfare, and the Senate itself, to give prompt 
approval to the Kennedy-Morse bill, S. 1046, the proposed Fair Labor 
Standards Amendments of 1959. 

I first testified before you on this subject 4 years ago. This subcom- 
mittee held hearings on amendments to the act in 1955 and on pro- 
posals to extend the cov erage of the act in 1956 and 1957. I submitted 
detailed facts and arguments on behalf of our organization during each 
of those series of hearings in support of our contention that extension 
of the coverage of the act to retail workers was long overdue and that 
the unfair and unjust exclusion of these workers from the protection 
of the act should be speedily remedied. 

In the interest of saving time and expediting these hearings, I shall 
not repeat the detailed ev ridence and arguments we have submitted in 
previous hearings. 

I ask, however, that you study our testimony during those previous 
hearings and request that you consider this testimony as incorporated, 
by reference, as part of my testimony here today. ‘You will find our 
previous presentation in the 1956 hearings; and also in the 1957 hear: 
ings, and I would appreciate it, Mr. C hairman, if we could have this 
material incorporated as if we were presenting it today. 

Senator Kennepy. Do you want that to be included as a part of the 
record ? 

Mr. GREENBERG. Part of the record, that is correct. 

Senator Kennepy. The statements submitted in 1956 and 1957 will 
be printed at this point. 

(The previous testimony referred to follows :) 
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STATEMENT OF MAx GREENBERG, PRESIDENT, RETAIL, WHOLESALE, AND DEPART- 
MENT StrorE Union, AFL-CIO, IN Support OF EXTENDING THE SCoPE OF THE 
Farr LAsork STANDARDS ACT TO APPLY TO EMPLOYEES OF RETAIL AND SERVICE 
EsTABLISH MENTS—1956 


Mr. Chairman, I am very glad to have this opportunity to appear once 
again before the Subcommittee on Labor to urge amendment of the Fair Labor 
Standards Act so that it will apply to the millions of employees in wholesale and 
retail trade and in food-processing plants who are now denied its protection. 

Although the 160,000 members of the Retail, Wholesale, and Department Store 
Union were naturally disappointed that action was not taken last year to 
extend the coverage of the Fair Labor Standards Act at the same time as the 
minimum wage under the act was raised to $1 an hour, we welcome the continu- 
ing interest and good faith this subcommittee, and particularly its chairman, 
has shown in dealing with this question. Idle talk and soft-soap are things of 
which we have had too much, too often, when it comes to extending the cover- 
age of the act. We regard these hearings, however, as proof that the Committee 
on Labor and Public Welfare was not simply indulging in idle talk when in its 
report on S. 2168, last year’s minimum wage bill, it said : 

“* * * The Committee believes that the important thing at the present time 
is to raise the minimum wage to $1 an hour. It plans, however, to give further 
study to the question of coverage and exemptions as soon as practicable with a 
view to developing legislation to be presented to Congress early in the next ses- 
sion” (Sen. Rept. No. 498, 84th Cong., 1st sess., p. 2). 

It has been pointed out in a memorandum entitled “Materials on Coverage 
and Exemptions under the Fair Labor Standards Act,”’ which was submitted by 
the United States Department of Labor to this subcommittee on May 13, 1955, 
during its hearings last spring, that the Fair Labor Standards Act “is designed, 
among other things, for the protection of American workingmen who are unor- 
ganized, and, when not equipped with skills in high demand, lack that equality 
of bargaining power with their employers needed to negotiate adequate wages 
as a matter of contract.” If this is true, and I believe it is, the act is needed 
more in the retail and wholesale industry and in food-processing plants at the 
present time than in any other segment of our economy. Unfortunately, prob- 
ably fewer than 20 percent of the workers employed in retail and wholesale 
establishments work under union agreements. 

It does not follow, however, as the Labor Department has also suggested, that 
these employees need to lack “an articulate presentation of their case.” The 
changes that we believe should be made in the coverage and exemption provi- 
sions of the Fair Labor Standards Act will primarily benefit these unorganized 
workers. The members of the retail, wholesale, and department store union 
whom I represent here today have the strength of their own organization to 
assist them in negotiating fair and adequate wages and working conditions with 
their employers. The unorganized in our industry, as in other industries, must 
look to you, and through you to the Congress, to provide amendments to the act 
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that will assure them at least the protection of a minimum floor under their 
wages and a reasonable ceiling on their hours of work. 

It is our hope that these hearings will be directed primarily toward extension 
of the coverage of the Fair Labor Standards Act in areas where this is most 
needed and feasible. Nearly 20 million workers are at present outside the scope 
of the act. Approximately 13,500,000 of these workers are excluded because 
they are not “engaged in commerce or in the production of goods for commerce,” 
as required by the basic coverage language contained in sections 6 and 7 of the 
act. The fields of industrial and business activity in which these workers are 
employed are shown in table 1. 


TABLE 1.—Noncovered employees 








Wienwiertanine 5a os coc Sodtende td ctewssiiadcd dbase 86, 000 
IE ncn hii cette ieee ee eeahencbnn eens 19, 000 
CEN iin esc tcc igh aa ice taiilaelan 1, 867, 000 

ND CG is a enc wateinekdeine deena aenenee: 262, 
Nn UN or ictus eo Ses enone cis aaa ainabatae ee 5, 558, 000 
Pinanee, insurance, TOR) CStRG. aici oe es ss ce ctineecsiada 414, 000 
Transportation, communications, utilities_....-_._......--...._---.- 286, 000 
Services and related ectivitictinnsd. occcecel. eke bck 2, 905, 000 
Agriculture] and related :OOUW00Gs. 63664. si nee nsnsadiot 24, 000 
Business and professional services...._...........-..2..s-aae 162, 000 
Laundries, cleaning, and related services_____.__-----__---__. 396, 000 
Repair services BGG GEPORR KW 22 i oo ci. ohne db de abcd 171, 000 
Amusement and recreation services___..--------.--.-------_. 361, 000 
Hotels and other lodging place@.ci osu. he tec’ 407, 000 
Personal services (not elsewhere classified) ......-.----..._ 245, 000 
Medical and other health services.........-..-..-..-........ 681, 000 
Educational and other nonprofit organizations____._._.__..--_.__ 548, 000 
Agriediitare: forestry; and fisheriets .< 25s cis SS LAE 101, 000 
DORRIOEES OT TIO ini in elliicctsi estal pealaea a hictasliiabhsdn tian bis clita si 2, 021, 000 
Weta). 22 tessi5 5.3) iw a a eS 13, 609, 000 


Source: U. S. Department of Labor. 


An additional 6,500,000 workers who are excluded from the protection of 
the Fair Labor Standards Act are engaged in commerce or in the production of 
goods for commerce but are specifically exempted by some provision of the act. 
Table 2 shows the fields of activity in which these exempt employees are em- 
ployed. 


TABLE 2.—Hxzempt employees 


Waret workers 2262 i286... ee a a ed Lt 8, 032, 000 
Employees of retail trade or retail service establishments____________ 1, 360, 000 
Outside -waletMetin sec os Se ek Be 1, 203, 000 
Employees handling or processing farm products in area of produc- 

(gh oo 6 ee he ee 0 a SU LTO) eos 233, 000 
Employees in laundries and dry-cleaning plants___._________-_______ 132, 000 
SOMMNGH W222 556 Ue GLU 3S eee ISO ed ee er 117, 000 
Employees in small logging operations with 12 or fewer employees___ 110, 000 
Employees engaged in fishing, or in canning, processing, or distributing 

fiely end: fish products... et i Ga I ee 61, 000 
Switchboard operators in small telephone exchanges________________ 43, 000 
Employees of small newspapers..........d1G2uec a ela 82, 000 
Employees of local transit companies___....____-._-_--...__.--___- 82, 000 
Employees of manufacturers or wholesalers employed in local re- 

COSINE Dolo del ee ce AL ee ad ee aa ae Se . 10, 000 
Takicad: operators wba Mae, LO A ea oi 4, 000 

WO 6s. anc. din de in dS. Js 6, 369, 000 


Source: U. S. Department of Labor. 


As these figures make clear, more than a third of the employees who are ex- 
cluded from the protection of the Fair Labor Standards Act is employed in 
wholesale and retail trade. An additional 233,000 workers engaged in handling 
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or processing farm products in the area of production are also excluded. 
Nearly 2 million of these employees could be brought within the coverage of the 
act simply by eliminating various exemptions included in the act. Amendment 
of the basic coverage language, however, is necessary to extend the act’s pro- 
tection to the remaining 5,558,000 workers in the retail and wholesale industry. 

At least four separate exemptions now specified in the Fair Labor Standards 
Act are applicable to employees in wholesale or retail trade. These are sections 
13 (a) (1), which exempts “any employee employed in a * * * local retailing 
capacity, or in the capacity of outside salesman (as such terms are defined and 
delimited by regulation of the Secretary of Labor”; section 13 (a) (2), which 
exempts “an employee employed by any retail or service establishment, more 
than 50 per centum of which establishment’s annual dollar volume of sales of 
goods or services is made within the State in which the establishment is located. 
A ‘retail or service establishment’ shall mean an establishment 75 per centum 
of whose annual dollar volume of sales of goods or services (or of both) is not 
for resale and is recognized as retail sales or services in the particular industry” ; 
section 13 (a) (4), which exempts “any employee employed by an establishment 
which qualifies as an exempt retail establishment under clause (2) of this sub- 
section and is recognized as a retail establishment in the particular industry 
notwithstanding that such establishment makes or processes at the retail es- 
tablishment the goods that it sells: Provided, That more than 85 per centum of 
such establishment’s annual dollar volume of sales of goods so made or processed 
is made within the State in which the establishment is located”; and section 
13 (a) (13), which exempts “any employee or proprietor in a retail or service 
establishment as defined in clause (2) of this subsection with respect to whom 
the provisions of sections 6 and 7 would not otherwise apply engaged in handling 
telegraphic messages for the public under an agency or contract arrangement 
with a telegraph company where the telegraph message revenue of such agency 
does not exceed $500 a month.” 

Elimination of all of these extremely technical and complicated exemptions 
from the Fair Labor Standards Act would, as I have said, bring within the pro- 
tection of the act nearly a million and a quarter employees in retail and service 
trade. It would not bring under the act, however, any employee who is not 
engaged in commerce or in the production of goods for commerce. These em- 
ployees would still be deprived of the benefits of the act unless the basic coverage 
language of the act is also changed. 

We are not asking, however, that all of these exemptions be eliminated from 
the Fair Labor Standards Act. We do not seek, for example, complete elimina- 
tion of the exemption now applicable to employees of retail and service establish- 
ments under section 18 (a) (2) of the act. We seek simply a redefinition of this 
exemption so that, while the small local neighborhood grocery, drugstore, barber- 
shop, shoeshine parlor, restaurant, hardware store, and repair shop would con- 
tinue to be exempt, the large chain and department stores, supermarkets, variety 
stores, and the like would be required to pay their employees in accordance with 
the requirements of the act. At the same time, we see no need for continuing 
the exemption applicable to employees of retail establishments making or process- 
ing goods (sec. 13 (a) (4)), or the exemption for employees in Western Union 
Telegraph contract agency offices (sec. 138 (a) (13)), and we urge that these 
exemptions be eliminated from the act. 

We also urge that the basic coverage of the minimum wage and overtime com- 
pensation provisions (secs. 6 and 7) of the Fair Labor Standards Act be broad- 
ened so that these provisions will apply to the distribution end of the stream of 
commerce, as well as to the production of goods that enter the stream, and the 
stream itself. As I have said, but I want to repeat, this is the principal substan- 
tial area of business activity, aside from pockets of uncovered activity in both 
manufacturing and transportation resulting from the act’s use of the employee’s 
activity, rather than the activity of his employer, as the test of coverage, in 
which the minimum standards prescribed by the act are not permitted to operate. 

In this connection, I wouid like to draw the subcommittee’s attention to two 
very illuminating paragraphs in the memorandum on coverage and exemptions 
that was submitted to you a year ago by the Labor Department. 

The paragraphs I refer to read as follows: 

“This broad scope given the basic coverage phrases in the act has not resulted 
in applying the act in other areas which Congress could have regulated within 
the broad purpose of the act but did not. The present act extends far beyond 
interstate commerce, which is the central core of the Federal Government's au- 
thority in this field, to apply to a whole complex of activities which precede com- 
merce, broadly defined as production for commerce. It does not, however, extend 
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at all beyond commerce to the other complex of activities which follow commerce, 
Thus, the relation between the production of goods, before any movement is begun, 
and their subsequent movement in commerce, is recognized as an appropriate 
basis for Federal regulation authorized by the commerce clause, though the rela- 
tion between such movement and employment on the goods in the State of 
destination after the movements ends, has not been. The effect on commerce of 
labor conditions in production of the article which subsequently moves is recog- 
nized, though the effect on the same commerce of labor conditions in the distribu- 
tion of the article which has moved is not. 

“Similarly, the present act, by taking as its sole standards for basic coverage 
the relationship between each particular employee’s work and interstate com- 
merce or production therefor, tends to obscureswhat may be the essentially 
national, as opposed to local, nature of the business organizations to which his 
employment contributes. The present act ignores the interstate nature of the 
industry in which the particular employee may be employed. Finally, though 
the present act rightly provides a fair degree of specificity in delineating the 
employments to which it has application, it does this by sacrificing application to 
other employments which may have an equal effect on interstate commerce and 
the business of the Nation as a whole, and, to the extent, tends to hinder the 
accomplishment of its stated basic objective.” 

These problems can be met, and we urge that they be met, by providing that the 
minimum wage and overtime compensation requirements of the Fair Labor 
Standards Act shall apply not only to every employee who is “engaged in com- 
merce or in the production of goods for commerce,” but also to every employer 
who is engaged in any “activity affecting commerce” with respect to each of his 
employees employed in or about or in connection with any enterprise where the 
employer is so engaged. Here again, I would like to refer your attention to 
another paragraph from the Labor Department’s memorandum, as follows: 

“If the act is to be adjusted to changed conditions, a proper objective would 
be to give the act more meaning, in accordance with its purpose, by making it 
apply to as many workers as conditions warrant, rather than continue in the 
direction of providing a higher minimum wage for fewer employees. It should 
be noted here that whereas section 2 (a) of the act finds ‘that the existence in 
industries engaged in commerce or in the production of goods for commerce’ of 
the prescribed labor conditions has the bad effects on the commerce there 
enumerated, and section 2 (b) declares the policy ‘to correct and as rapidly as 
practicable to eliminate the conditions above referred to in such industries’ 
{italics supplied], the coverage of the act extends only to those individual em- 
ployees who can be proved to be personally engaged in interstate commerce 
or the production of goods therefor. There is reason to review the act’s cover- 
age to determine whether further extension is now feasible and proper to some 
economic areas where economic, legal, and administrative experience fully 
demonstrates the need. 

“The foregoing discussion and tables reveal the existence of substantial gaps 
in the minimum wage protection of the act in interstate enterprises of various 
kinds and in other areas which, because of their size and importance to our 
economy, merit thorough consideration as to why the present act does not apply 
to them and whether any valid reason exists today for continuing limitation on 
accomplishment of the economically sound and humane purpose of the act.” 

Insofar as the wholesale and retail distributioin industries are concerned, it 
is my understanding that the Solicitor of Labor in 1949 expressed the opinion 
that making the act apply to employers who are engaged in activities affecting 
commerce, as well as to employees who are engaged in commerce or in the pro- 
duction of goods for commerce, as was proposed at that time, would bring within 
the act— 

Employees of wholesalers who are engaged in handling, shipping, and de- 
livering within the State goods which were received from another State 
but which came to rest at their employer’s warehouse ; and 

Employees of large retail or service enterprises such as chain stores and 
large department stores. 

It would not, however, include “the great bulk of employees employed in the 
typical local retail stores or service establishments, such as the grocery, drug- 
store, tavern, hardware store, barbershop, beauty parlor, shoe-repair shop, res- 
taurant, etc.” These small local retail trade and service businesses would con- 
tinue to be outside the basic coverage of the act, even if they were not specifically 
exempted, as we propose they should be. 

The facts that support our proposals are, I believe, already before you in the 
record of the hearings which you held last spring. Further corroboration of 
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these data will undoubtedly be developed in the course of these hearings which 
you are currently conducting. There is no need, and I do not intend, to repeat 
the testimony and information that were submitted on behalf of the Retail, 
Wholesale, and Department Store Union last year, although I would like to urge 
that you accept and consider that material as part of the record to be studied 
by you in connection with these hearings. You will find it on pages 156-170 
and 555-559, part 3, of the printed record of your last year’s hearings. 

One of the most significant things about the fact that the bulk of the retail 
and wholesale distribution and service industries is not within the scope of the 
Fair Labor Standards Act is the absence of precise data about these industries. 
We know that wages generally are low in these industries as compared with other 
industries, but we do not know precisely how low. We know that many workers 
in these industries average no more than $25 to $30 a week, as contrasted with 
the Fair Labor Standards Act minimum wage of $40 for a 40-hour week, but we 
do not know how widespread these wages are in various sections of the industry 
and in different areas of the country. In the appendix attached to this state- 
ment are set forth some comparative data on weekly and average earnings during 
the years since 1949 which show, however, extent to which wages in retail trade 
have lagged behind wages in manufacturing, which is generally covered by the act. 

We also know that labor costs do not bulk large in the costs of doing business 
in most typical retail and wholesale trade today. For example, in 1954 total 
payrolis for the larger department stores averaged only 17.9 percent of sales. In 
the larger speciality stores total payrolls averaged 18.9 percent of sales. The 
important elements of cost that have significant bearing on the ability of firms 
in this industry to operate and compete successfully have very little, if anything, 
to do with the wage scales that are paid to the employees who work in the in- 
dustry. Yet, they are often the first to feel the effects of necessary economies, 
even though it is obvious that only major fluctuations in wages, far beyond any- 
thing that can be brought about by bringing the industry under the $1 an hour 
minimum wage prescribed in the Fair Labor Standards Act, can significantly 
affect the operating position of the large independent and chain organizations that 
we seek to have covered under the law. 

We know further that, while the retail trade and service industry is an in- 
dustry of predominantly small units in terms of number of establishments, it is 
an industry in which employment is concentrated mainly in large independent and 
chain enterprises, which exercise great economic character and contribute as 
much to our peculiarly American mass production civilization as the giant steel 
and auto and other manufacturing concerns. The 12 largest distributors of gen- 
eral merchandise in 1954 together accounted for over $7 billion in sales; Sears, 
Roebuck alone reported sales of nearly $3 billion in that year. The names of 
these concerns are household words in most American homes, names like Sears, 
Roebuck, Montgomery Ward, R. H. Macy, the May Co., Allied Stores, Federated, 
F. W. Woolworth, J. C. Penney, S. H. Kress, H. L. Green, W. T. Grant, to name 
only a few. 

These distribution outlets have thousands of stores and tens of thousands of 
employees each in many States, some in every State, in the union. Thus Wool- 
worth’s has 1,834 stores throughout the United States, and an additional 187 
in Canada and Cuba; its employees number nearly 100,000, almost one-fourth 
of all variety-store employees. Federal Department Stores, a chain which in- 
cludes such stores as Bloomingdale Bros., in New York, Filene’s in Boston, and 
Fedway Stores in Texas, New Mexico, and California has 34 stores and 25,000 
employees. R.H. Macy & Co., with which the Retail, Wholesale and Department 
Store Union recently negotiated a new colective bargaining agreement cover- 
ing its employees in New York, has 26 stores and 24,000 employees. So, one 
could go down the list. 

Does anyone contend that these giant enterprises cannot afford to pay their 
employees at least the $1 minimum wage that the Fair Labor Standards Act 
would guarantee them if they were brought within the scope of the act? We 
have compiled some data on this which we think should be of some interest to this 
subcommittee. This information is set forth in the appendix to this statement, 
to which I would invite your attention. This information is of particular sig- 
nicance, it seems to us, because it is precisely the large independent and chain 
distribution enterprises that we believe should be brought within the coverage of 
the act, not the small local retailer about whom all the tales of narrow margins, 
intense competition, and hand-to-mouth existence are told. 

Mr. Chairman, the Fair Labor Standards Act has consistently been described 
as “remedial and humanitarian legislation (Phillips Co. v. Walling, 324 U. 8. 490; 
U. 8. Cartridge Co. v. Powell, 339 U. S. 487; Roland Electrical Co. v. Walling, 
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826 U. 8.657). As such, the courts have, in accordance with the ordinary rules of 
statutory construction, interpreted and applied it liberally so as to effectuate 
fully its purpose of assuring to employees within its scope the fair labor standards 
to which they are entitled. Likewise, the courts have interpreted and applied 
the exemptions written into the law carefully and narrowly on the theory that 
Congress is required to be specific in manifesting its intention to deprive indi- 
viduals of the benefits prescribed by the law. Ordinarily, the burden of proof to 
sustain an exemption rests upon the party claiming it. Similar rules should 
apply to those who are arguing and will argue before you that the present 
narrow definition of coverage should be retained in the law and that the present 
complicated structure of exemptions should likewise be kept. 

This follows from the fact, too, that the living needs of those who work in stores 
or in food processing or handling plants are no different from the needs of those 
who work in mines or factories. The “minimum standard of living necessary for 
health, efficiency, and general well-being of workers,” which the act is expressly 
designed to protect, is the same for both. 

Similarly, the $1 spent by the retail or wholesale worker or the worker em- 
ployed in the food processing and packing plant adds just as much to the Nation’s 
purchasing power as the $1 spent by the miner or the factory worker. The 1 
$1 is as necessary as the other to maintain our economy on the high and expand. 
ing level of productivity, employment, and prosperity it has attained. 

When the Fair Labor Standards Act was enacted in 1938, it was only a first, 
small step toward the accomplishment of the objective stated by the late Presi- 
dent Franklin D. Roosevelt in his message to Congress of May 24, 1937, namely, 
that “* * * Goods produced under conditions which do not meet rudimentary 
standards of decency should be regarded as contraband and ought not to be al- 
lowed to pollute the channels or interstate trade.” 

The standards that the act set, minimum wages of 25 cents an hour the first 
year, 30 cents an hour during the next 6 years, 40 cents an hour thereafter, with 
provision for increases up to 40 cents an hour in particular industries through 
industry committee procedure prior to that time where economically feasible, 
were recognized at the time as “rudimentary” standards, designed only to elimi- 
nate “labor conditions which are clearly oppressive.” Coverage was narrowly 
confined to meet constitutional problems, and many exemptions were written 
into the law. 

Eleven years of experience under the Fair Labor Standards Act, and markedly 
changed economic conditions led Congress in 1949 to revise the minimum wage 
standards upward to a more realistic level. A minimum wage of 75 cents an 
hour was fixed in that year for employees subject to the act. Again, last year, 
renewed study of the effectiveness of the act in accomplishing its objectives led 
to the taking of a further step in modernizing the minimum wage standards pre- 
scribed by the act. Last year the minimum wage under the act was raised to $1 
an hour. Both of these were steps that we supported, and that we applaud the 
Congress for having taken. 

Yet, on neither occasion was anything done to broaden the coverage or to nar- 
row exemption provisions of the act, except in certain relatively unimportant 
respects. Indeed, in 1949, the net effect of the provisions dealing with these 
problems that were included in the bill enacted by Congress that year was to 
“eng even more employees from the scope of the act than had been excluded 

ore. 

As the Department of Labor pointed out in its memorandum of last year, to 
which I have already made reference, the 1949 amendments resulted in “a net 
loss, rather than progress, toward that ‘breadth of coverage’ which, for this act, 
is ‘vital to its mission.’ Of the two changes in basic coverage, the more impor- 
tant was the one curtailing it; and of the 10 exemptions from the minimum wage 
(aside from the special provisions for Puerto Rico), 4 were enlarged, only 1 
curtailed, and 6 new ones added” (hearings, pt. 8, p. 1781). 

The urgent need today in bringing and keeping the fair labor standards up to 
date is the expansion of its coverage and the elimination of as many of its exemp- 
tions as possible so that its purpose can be realized for as many as possible, not 
simply only 1 out of every 2, of the workers for whose protection it is designed. 
This is in accordance with its beneficial purpose, with its evolution over the 18 
years it has been on the statute books, and the promise given last year to the 
millions of organized and unorganized workers who are still deprived of the act's 
protection that this problem would be taken up and dealt with this year. 

The burden of showing that coverage should not be extended into the field of 
distribution or that certain specific exemptions should be retained in the Fair 
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Labor Standards Act rests squarely on the opponents of broader coveruge, it 
seems to me. I ask the members of this subcommittee in all sincerity whether 
they have heard any facts or arguments from these opponents that have not been 
advanced before, only to be proved by experience to be groundless, against im- 
provements in the standards prescribed in the act. I feel sure that any impartial 
study of the record of your hearings last spring and of the record that will be 
made in these hearings this year cannot fail to show that the opponents of the 
changes we advocate have simply not sustained the clear burden of proof that 
rests clearly on them. 

There is no sound reason why the distribution of goods should be excluded or 
exempted from the Fair Labor Standards Act when the production of goods and 
the shipment of goods in interstate commerce are generally covered. On the 
contrary, the need to bring employees engaged in these activities under the act is 
at least as great, if not greater, than the need to continue to cover under the act’s 
protection employees who are already subject to the act. 

The congressional findings and policy which provide the basic justification of 
the act are fully as applicable to the distribution trades as to the manufacturing, 
mining, transportation, or communications industries. 

Has anyone attempted to argue that substandard wages, such as are widely 
prevalent in the retail distribution industries, do not cause “commerce and the 
channels and instrumentalities of commerce to be used to spread and perpetuate” 
labor conditions ‘detrimental to the health, efficiency, and general well-being of 
workers”? I have not heard anyone do so. 

Has anyone contended that the existence of substandard wages in wholesale 
and retail trade does not “burden commerce or the free flow of goods in com- 
merce” or does not constitute “an unfair method of competition in commerce”? 
I have heard no such contention anywhere. 

Is it any less true in the distribution industries than in other industries subject 
to the act that substandard wages lead to “labor disputes burdening and obstruct- 
ing commerce and the free flow of goods in commerce” and interfere with “the 
orderly and fair marketing of goods in commerce”? I think not. 

No; the same factors that support the application of minimum wage and 
overtime standards in mining, manufacturing, transportation, and communica- 


tions industries equally support the application of these standards in the distribu- 
tion end of the stream of commerce. 


APPENDIX 


A, Comparative wage data in retail, wholesale, and manufacturing 


Whereas retail and service employees were once one of the highest paid groups 
of workers, today their wages lag substantially behind those of other workers. 
Furthermore, the gap between the wages of retail employees and workers in 
manufacturing is becoming wider. 

Between 1950 and 1955, the average hourly earnings of retail employees were 
increased from $1.17 to $1.52, or 35 cents. Average hourly earnings in depart- 
ment stores and mail-order houses rose from $1.08 to $1.33, or only 25 cents. 
In general merchandise stores the increase was from 97 cents to $1.19 an hour, 
or 22 cents. By contrast, average hourly earnings in manufacturing increased 
from $1.46 to $1.93, or 47 cents. 

The effect of continuing to exclude or exempt from the Fair Labor Standards 
Act most employees in wholesale and retail trade is to keep them out of step 
and out of line with workers in mining, manufacturing, transportation, and 
communications of whom all but a very small proportion are within the pro- 
tection of the act. In none of these “covered” industries, for example, are 
average annual earnings per full-time employee below the average for all indus- 
tries. In 1953, the latest year data are available, however, average annual 
earnings per full-time employee were below the average for all industries 
($3,599) in the fields of both retail trade ($3,092) and services ($2,650). Only 
in agriculture, forestry, and fisheries, where average annual earnings per full- 
time employee were only $1,653, was the industry average appreciably lower 
than in the retail trade and service industries. 

Furthermore, without a floor under wages, such as is guaranteed by the Fair 
Labor Standards Act to workers who are within its protection, it is apparent 
that minimum wages, as well as average wages, whether on an hourly, weekly, 
monthly or yearly basis, can and do vary widely. Even in the wholesale indus- 
try, which is one of the highest wage major industries in the country, average 
straight-time hourly earnings in 13 cities surveyed by the Bureau of Labor 
Statistics in 1952 ranged from 85 cents in Jacksonville, Fla., to $1.33 in Cleve- 
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land, Ohio, in the case of janitors, porters, and cleaners; from 85 cents in the 
Norfolk-Portsmouth-Hampton Roads area to $1.50 in Milwaukee, Wis., in the 
ease of stock handlers and hand truckers; and from 86 cents in Jacksonville, 
Fla., to $1.13 in Cleveland, Ohio, in the case of watchmen. As the Bureau noted, 
“In smaller cities the wages of these employees may be lower.” 

Undoubtedly, there have been increases in the level of average hourly earn- 
ings and average annual earnings in the years that have elapsed since 1952 and 
1953. These changes, however, have not modified substantially the basic pattern 
of low wages in retail and service establishments as compared with other major 
industries and wide disparities in wage levels in wholesale, as well as retail, 
trade in the wages paid to workers in different areas and in different occupa- 
tional groups. 


B. Profits in retail trade 


The record is that the retail trade industry can afford to pay the minimum 
wage and observe the other standards required by the Fair Labor Standards 
Act. The retail trade and service establishments that would be brought under 
the act, if our proposals are enacted, the large department and chain eStab- 
lishments, are the most profitable in the industry. 

Profit margins in retail and wholesale trade compare favorably with those 
in manufacturing, which generally is subject to the requirements of the Fair 
Labor Standards Act. Loading corporations in retail and wholesale trade en- 
joyed an overall return of 11.1 percent on net assets in 1955, as compared with 
a return of 15 percent for leading manufacturing corporations. In retail and 
wholesale trade, the percentage ranged from 8.5 percent in wholesale and mis- 
cellaneous to 13.0 percent in chain grocery stores. 

For individual enterprises, the story is the same. Appendix table 3 lists net 
assets, net profits, and net profits as a percentage of net assets for six large 
enterprises in the retail field. These include F. W. Woolworth, Newberry, 
McCrory, S. H. Kress, H. L. Green, and W. T. Grant. Net profits as a percentage 
of net assets for these six giant firms in 1954 ranged from 15.0 to 24.5 percent. 


TABLE 1—Comparison of average weekly and hourly earnings in retail trade and 
manufacturing, 1950-55 





Department General mer- 
stores and mail | chandise stores | Manufacturing 
order | 





| Total retail 





Week- | Hour- | Week- | Hour- | 
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Source: Monthly Labor Review, Bureau of abet Statistics, U. S. Department of Labor. 


TABLE 2.—Net income of leading corporations in trade and manufacturing, 
1954-55 


[In thousands of dollars] 


| 
Reported net income | 




















| 
| | Percent re- 
| Number after taxes Book net assets | turn on net 
Industrial group | of com- assets 

|} panies | > 

| 

| 1954 1955 | 1954 | 1955 | 1954 | 1955 
— ee | 7 \-—-——— —— 
Total manufacturing. --_---- | 1,765 | $9,467, 124 | $12, 373, 262 | $77, 173, 288 | $82, 598, 845 | 123] 15.0 
Chain stores (food) _...------ | 25 85, 530 94, 733 626, 890 | 705, 712 | 13.6 13.4 
Chain stores (variety, etc.) _- 54 | lll, 325 144, 284 1, 323, 123 | 1, 359, 837 8.4 10.6 
Department and specialty--| 49 | 151, 230 176, 085 | 1, 614, 863 1, 666, 138 9.4 10.6 
WEE cs. Si 8. 6| 177,182 202, 180 1, 559, 274 1,648,184 | 11.4 | 123 
Wholesale and miscellaneous. 53 59, 961 67, 801 757, 307 801, 490 7.9 8.5 
Total trade............-..--- | 87 | 585,228 | 685, 083 | 5,886,457 | 6,181,361 | 9.9] 11.1 
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TABLE 3.—Net profits as a percentage of net current assets of 6 major retail 
enterprises, 1954 


Net profit 
Enterprise Current Net profits | as percent of 

net assets net current 

assets 

Ue. We RE ch nictteti eed ceb sree election ncininbaetiinn $154, 389, 000 $26, 000, 000 16.8 
OGG 6 6 Kecccnsnccctptbtighter chittpebbescconttemmmedh 32, 676, 000 4, 883, 000 15.0 
PONY «icin nitdiinndtih pu tcninninn nn eecddtaaitat dima kel tine 13, 442, 000 3, 065, 000 22.8 
I Hai, acini cen Aaa tata tat dil inne ini 33, 967, 000 8, 346, 000 24.5 
I aati taal ait ieee hk caer cael 18, 484, 000 3, 371, 000 18.2 
Wo Re GUiisncan acecassnkctidunuassn. seubdesncketecdeaanees 46, 553, 000 8, 755, 000 18.8 


Source: Fairchild Financial Manual, 1955. 


STATEMENT OF MAx GREENBERG, PRESIDENT, RETAIL, WHOLESALE & DEPARTMEN' 
Store Union, AFL—CIO—1957 


Mr. Chairman and members of the Subcommittee on Labor, my name is Max 
Greenberg. I am president of the Retail, Wholesale & Department Store Union, 
AFL-CIO. The office of our international union is located at 132 West 43d 
Street, New York City. 

I am very glad to have the opportunity to appear before this subcommittee 
to urge as strongly as I can the need for prompt action by Congress to extend 
the coverage of the Fair Labor Standards Act. On behalf of the more than 
160,000 members of our international union, I would like to express our apprecia- 
tion of the early start in this direction which this subcommittee has made. We 
think Congress has no more important legislative task before it than the one 
which is presently being undertaken by this subcommittee. 

The problem before this subcommittee is simply this: How many of the 20 
million workers who are now denied the protection of the Federal wage-and-hour 
law are to be given the safeguards of the $l-an-hour minimum wage and the 
40-hour maximum workweek’? It is my position that the $1l-un-hour minimum 
wage and the 40-hour week are basic minimum requirements for fair employment 
under present-day levels of wages, productivity, and business activity. I con- 
tend, too, Mr. Chairman, that if exceptions to these basic requirements are to be 
made, they should be in the form of specific exemptions developed on a case-by- 
case basis, taking into consideration the local character of the employer's activi- 
ties and special circumstances peculiar to the workers’ employment. 

The Retail, Wholesale & Department Store Union is, of course, primarily in- 
terested in obtaining the protection of the $l1-an-hour minimum wage and the 40- 
hour week (with overtime at time and one-half the regular rate of pay for hours 
worked above 40 in any week) for as many as possible of the approximately 
10,500,000 workers employed in retail and wholesale trade. Nearly one-third of 
all employees who are still excluded from minimum-wage and maximum-hours 
protection under the Federal wage-and-hour law are retail workers. 

We are also aware, however, that there are workers in many other industries 
who have been denied the protection of the law in just the same way as have 
the retail workers. We join with the spokesmen of international unions repre- 
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senting these workers in urging that the act be extended to these workers in other 
industries, as well as the workers in retail and wholesale trade. 

Our testimony today is in support of S. 1267, which has been introduced by 
Senator Morse, for himself and for Senators Murray, Neely, and McNamara. 
This bill would extend the coverage of the Fair Labor Standards Act to about 
4 million employees of large chain and single-unit retail and service enterprises, 
and also to more than 5,480,000 employees in a variety of other presently ex¢luded 
activities. Let me just list these activities, so that the subcommittee may have 
them clearly in mind: 


Retail trade. Laundering and cleaning. 
Wholesale trade. Hotels and inns. 
Outside selling. Finance, insurance, and real estate. 
Local retailing. Seafaring. 
Construction. Local transit. 
Industrialized agriculture and agri- Telephones. 

cultural processing. Newspaper publishing. 


Handling and processing of fish and Taxicab vperation. 
seafood products, 


We believe that the $1-an-hour minimum wage and the 40-hour maximum work- 
week are just as necessary for the employees in any one of these activities as 
for the employees in any other. Indeed, they are just as necessary for employees 
in all of these activities as they are for the approximately 25 million workers 
who are now protected by the wage-and-hour law. 

It is my understanding that President George Meany, of the American Federa- 
tion of Labor and Congress of Industrial Organizations, testified before this sub- 
committee on last Monday in support of S. 1267. It is also my understanding 
that Stanley H. Ruttenberg, director of research, AFL-CIO, presented a volumi- 
nous, detailed factual brief in support of the position of the AFL-CIO that this 
legislation is required for the welfare of millions of wage earners and is in the 
public interest. Other representatives of international unions affiliated with the 
AFL-CIO have and will appear before this subcommittee. We are glad to join 
with them in urging you to act promptly on legislation to extend the coverage of 
the Fair Labor Standards Act to as many additional workers as possible. 

I have appeared before this subcommittee twice during the past 2 years on 
this subject. On each occasion I presented basic factual information and argu- 
ment which I believe adequately and persuasively supported the position that we 
take in favor of the extension of the Fair Labor Standards Act to approximately 
4 million retail workers not now covered by the act. You will find my testimony 
and the material we have heretofore submitted at pages 156 to 170 and 555 to 
559 of part I of the printed record of your 1955 hearings, and at pages 134 to 137 
of the printed record of your hearings in 1956. I would like to ask that this 
earlier testimony and information be incorporated by reference as part of my 
testimony at this time. 

I also understand that the subcommittee haa svailable to it the 368-page staff 
report on “Retail Establishments and the Fair Labor Standards Act,” which was 
prepared last year by Dr. Fred H. Blum, of the University of Minnesota, as con- 
sultant to the subcommittee. This is a detailed documented study of the strue- 
ture and economy of the retail industry and of the effect which extension of 
coverage to workers in retail trade might be expected to have on workers in the 
industry and on costs and prices in the industry. 

In this connection, I should like to remind the subcommittee that the ultimate 
conclusion reached by Dr. Blum as a result of his study was that, using the most 
extreme assumptions possible as to the impact of a $1 minimum wage in the 
retail industry as a whole, “the maximum conceivable adjustment is estimated 
to amount to an increase in the price of retail goods of less than one-half of 1 per- 
cent.” (Staff report on “Retail Establishments and the Fair Labor Standards 
Act,” Stubecommittee on Labor, Committee on Labor and Public Welfare, U. §. 
Senate, 84th Cong., 2d sess., p. 172.) This, I submit, is a most challenging con- 
clusion and one which the retail industry should be called upon clearly to refute 
if they are to sustain a case before this subcommittee that retail workers are 
not entitled to the protection of the Fair Labor Standards Act. 

You will undoubedly hear in the course of these hearings a great deal about 
the alleged “uniqueness” of employment and working conditions in the retail 
industry. These are commonly cited as justification for attempting to differenti- 
ate between requirements appropriate for manufacturing employees, for example, 
and those to be applied to employees in the retail industry. 
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Of course, in one very important respect, retail workers muy be considered to 
be unique today. Their average hourly and weekly earnings have increased 
since 1949 much more slowly than those of other workers. Retail workers’ 
annual earnings are lower than those in any other industrial group, except service 
employees. Minimum-wage and maximum-hours exemptions play an important 
part in this. 

This is true despite the fact that, as we have had occasion to demonstrate over 
and over again, retail workers represent a cross section of the general labor 
force. The median age of retail workers is similar to that of workers in manu- 
facturing industries. Unfortunately, there is a higher rate of unemployment 
among retail workers than among all other workers combined ; not a lower rate, 
as is commonly claimed. These findings are those of the United States Depart- 
ment of Labor, not the RWDSU. 

Nor does the high proportion of part-time employees in the industry, allegedly 
contributing a source of merely supplementary income to the income of many 
families, demonstrate that there is anything particularly unique about employ- 
ment in the retail industry. The part-time employees in the retail industry are 
neither less skilled nor less experienced than other workers in the industry. 
Over and over again it has been shown in the past that increases in minimum- 
wage levels have not limited employment opportunities for part-time employ- 
ment in retail trade. On the contrary, over the years part-time employment 
has grown, not contracted. 

It is often the case, Mr. Chairman, that part-time workers are the most produc- 
tive retail employees. They are commonly used during peak periods of the 
salesday ; they are continuously engaged in direct selling, merchandise handling, 
or customer service, and are kept busy from the moment they come in until they 
leave. Many stores, as a matter of fact, pay higher hourly wages to part timers 
than to fulltime workers because of this fact. 

Furthermore, Mr. Chairman, our union, like others in the retail and distribu- 
tion fields, has experienced no difficulty in negotiating terms of collective- 
bargaining agreements covering wages and hours of work for all types of employ- 
ees in retail trade, whether they are full time or part time, whether they are in 
the sales force or in the office. There just is no valid argument against the 
standards of the $l-an-hour minimum wage and the 40-hour week being applied 
to retail workers because of their so-called uniqueness. 

Our union recently participated in the presentation of data to the New York 
State Retail Trade Minimum Wage Board in connection with its consideration 
of proposals to raise the legal minimum wage for retail workers in New York 
State. Asa result of this proceeding, the New York State Commissioner of Labor 
issued minimum wage order No. 7-B for the retail trade industry, raising the 
minimum wage to $1-an-hour, effective February 15, 1957, in cities and towns of 
10,000 or more. The same $1l-an-hour minimum will go into effect in the re 
mainder of the State on January 1, 1958. I would like, Mr. Chairman, to offer 
for inclusion in the record of your hearings this copy of minimum wage order 
No. 7-B of the New York State Department of Labor. This is the order which 
I have been discussing. 

I would like to offer for the record a copy of the brief submitted by the Retail, 
Wholesale & Department Store Union, AFL-CIO, to the New York State Retail 
Trade Minimum Wage Board on September 5, 1956. I hope the subcommittee 
will carefully study this brief. 

Now, Mr. Chairman, I would like to say a word or two about the proposals 
for extending minimum-wage protection that Secretary Mitchell made before 
this subcommittee on Monday, February 25. It is my understanding that the 
principal effect of Secretary Mitchell’s recommendations would be to extend the 
coverage of the minimum-wage provisions of the wage-and-hour law, but not 
the maximum-hours provisions, to some 214 million additional workers. 

Naturally, I am gratified to see the administration begin to recognize in the 
form of firm recommendations that there are important legislative tasks to be 
accomplished in the field of extension of the coverage of the Fair Labor Standar«s 
Act. The administration’s proposals are a definite step forward, and 1 thiuk 
everyone must recognize them as such. 

It is difficult for me to understand, however, why the maximum-hour pro- 
visions of the Fair Labor Standards Act should not be extended to additional 
workers when minimum-wage protection is given to such employees. In prin- 
ciple, there is no reason why the additional 2% million workers should be 
denied the protection of the maximum-hour provisions when these provisions 
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are already applicable to some 20 or 25 million employees who are already 
covered by the act. 

The overtime provisions are not simply a guarantee of employment oppor. 
tunities in a surplus labor market. Overtime has been written into the wage 
structure of most industries subject to the Fair Labor Standards Act and should 
in our judgment be a part of the basic wage structure of every industry. 

Indeed, Mr. Chairman, the question today is not whether any employees 
should be exempt from the maximum-hours provision of the Fair Labor Stand. 
ards Act, but whether this subcommittee and the appropriate House subcommit- 
tee should not begin immediately upon the conclusion of these hearings inten. 
sive study of the question of whether or not the 40-hour week should not be 
reduced. Such legislation is before your subcommittee and will I hope receive 
its early consideration. 

We have experienced no difficulty, Mr. Chairman, in negotiating contract 
terms in the retail industry providing for the 40-hour week. Employers in the 
retail industry, as in other industries, are aware of the possibilities of sched. 
uling shifts in such a way as to minimize dislocation of hours due to rush p®riods 
and peak seasons. In addition, there is very little overtime in the retail in- 
dustry with the exception of department, specialty, and limited-price variety 
stores. As a general rule, these are large establishments which experience no 
difficulty in regulating hours or in regulating schedules in such a way as to 
adjust to contract provisions calling for a specified maximum number of hours 
of work per week. 

The possible effects of requiring overtime after 40 hours in the retail industry 
are also, of course, limited by the increasing utilization of part-time employees, 
Part-time employees do not ordinarily work beyond a scheduled 40-hour week. 
For any large amounts of overtime that may have to be paid duriug peak sea- 
sons, most of the giant corporations that dominate the retail trade in nearly all 
its branches have ample resources. For these reasons, Mr. Chairman, I am 
unable to see why the maximum-hours provisions of the Fair Labor Standards 
Act should not be extended to exactly the same employees as the minimum-wage 
provisions. 

Secretary Mitchell’s argument that application of the overtime provisions to 
these employees “presents peculiar and serious problems” and that adjustment 


to both the minimum wage and the 40-hour week “would be very difficult for | 


many enterprises” does not in my judgment stand up under careful scrutiny 
based on the facts of business operation. I agree that the problem “requires 


very careful consideration.” I refuse to believe that this committee will con- 


clude that ‘‘very careful consideration” means no action on this problem. 


The other proposal of Secretary Mitchell’s on which I wish to comment very | 


briefly is his recommendation that would limit new coverage to enterprises 
employing 100 or more employees. There is no reasonable relation that I can 
see between the number of employees in an enterprise and the effect of its 
activities upon interstate commerce. A firm with just a few employees which 
handles high-priced merchandise can have fully as much an effect upon inter- 
state commerce as a firm with many more employees handling lower priced 
merchandise. 

The Secretary’s recommendation would, I believe, place certain types of retail 
establishments at a competitive disadvantage as against others. For example, 
the high-quality specialty shops and dealers handling high-priced merchandise 
do not ordinarily utilize very many employees. The limited-price variety stores 
on the contrary usually require a considerably larger number of employees, 
perhaps 2 or 3 times as many, to handle the same volume of business. Yet, 
under the Secretary's proposal, the latter would come under coverage much 
sooner than the former. It is apparent, therefore, that the number of employees 
in an enterprise has almost nothing whatsoever to do with the effects of that 
enterprise's activities upon interstate commerce or the production of goods for 
interstate commerce. 

Furthermore, Mr. Chairman, it seems to me that there would be a very difficult 


f 


problem under the Secretary’s proposal in connection with the employment of ‘ 
part-time employees. Are they to be included among the 100 or more employees: 


If they are, the Secretary's proposal may, I suggest, actively discourage part 
time employment in the retail industry. If, indeed, it is true that such ed 
ployment provides a needed supplement to the incomes of many families, 4 
proposal that might cut off this supplement should receive, as the Secretat) 
says, very careful consideration by the subcommittee. 
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To sum up our objections to Mr. Mitchell’s proposal, let me reiterate: The 
test of 100 or more employees is unfair and administratively unworkable. 
The test as to inflow of merchandise, which I have not dealt with in detail, 
js equally unfair and unworkable. The proposal for eliminating the overtime 
provision for newly covered groups is unsound in principle and completely 
unfair. 

I am calling upon you gentlemen and your colleagues in the Senate to take 
Mr. Mitchell’s warnings and economic predictions with a grain of salt. You 
will remember that last year when Mr. Mitchell proposed a 90-cent minimum 
wage, he predicted all sorts of dire consequences if Congress enacted a higher 
minimum. But you, in your wisdom, overrode his recommendation, passed the 
$1 minimum and none of the dire consequences came to pass. 

I urge you most strongly to act upon Mr. Mitchell’s recommendations on 
coverage in the same way—that is, to bring them into line with current condi- 
tions and to carry out the intent of the Fair Labor Standards Act by promptly 
passing S. 1267, thus extending coverage to millions of low-paid workers who 
urgently need and are entitled to such protection. 





Mr. Greenperc. At this time, I would simply like to summarize 
the case we have made over the past 5 years in the hearings before 
this subcommittee on the need for extending the coverage of the Fair 
Labor Standards Act to retail workers. In addition, I will try to 
answer the principal arguments that have been and still are being 
made against such legislation. And I would like to ask the sub- 
committee to hear something about the problems of retail workers 
at first hand. 

We have asked two of our members, one from Alabama and one 
from Indiana, to come here to talk to you for a few moments. They 
have brief statements, and we would appreciate any consideration 
you can give them. 

I would like to make clear that although we are naturally most 
directly interested in improvements in the Fair Labor Standards Act 
that will extend the protection of the act to retail, service and other 
workers, we also support wholeheartedly the position of other unions 
that are urging that the act be improved by raising the minimum wage 
under the act from its present level of $1 an hour to $1.25 an hour. | 

The Retail, Wholesale and Department Store Union is one of the 
19 unions affiliated with the AFL-CIO that have formed the AFL- 
ClO Joint Minimum Wage Committee to carry out a coordinated 
campaign to secure enactment of legislation to broaden coverage and 
raise the minimum wage under the act during this session of the 
Congress. 

Senator Kennepy. Will you file the names of the unions which are 
members of that committee and the number of union members which 
these unions represent ? 


Mr. Greenserc. Good. We will do that. 
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(The list referred to follows :) 


Joint Minimum Wage Committee, AFL-CIO 


Amalgamated Association of Street and Electric Railway Employees_- 128, 504 
Amalgamated Clothing Workers of America____----------~-------- 273, 133 
Amalgamated Meat Cutters and Butcher Workmen of North America_ 311, 600 
Communications Workers of America_...........-.----~--.--~-~-- 249, 500 
Hotel and Restaurant Employees’ and Bartenders’ International 

PN 5... cnicriictiiata teas. eh Se ee ee ae SE eT ey ee ee 300, 000 
Insurance Agents International Union *.........-.......--.....-- 11, 901 
Insurance Workers of America *____-- ubdialk:s sihetati date en die Metenaind Apia 9, 048 
International Brotherhood of Electrical Workers____--------------- 464, 368 
International Ladies’ Garment Workers Union__------------------- 373, 127 
International Woodworkers of America____---------------------- 57, 582 
National Agricultural Workers: Ualetis. «an. 1 inc ci nnn ene 4, 380 
Retail Clerks International Association._.......-....----.--~---.-- 291, 452 
Retail, Wholesale, and Department Store Union____--_------~---- ete 112, 650 
Textile Workers Union of AmeriCa@..o2..........5..5.-. Spee SRE Bel 189, ¢ 
United Hatters, Cap, and Millinery Workers___-.-.----------------- 32, 000 
United Packinghouse Workers of America___._------------------- 96, 323 
Dee Bae worners Of memeriee ...... 6250 6 a eee 51, 214 
United Steelworkers of America__..-__.-.. 22. Lk J$.0.37 20.74 Gee 
United Textile Worlters of Amoevlesoc on S02. iissc eh es 43, 278 


‘These unions have recently merged to form the Insurance Workers’ Inter- 
national Union. 

Mr. GreenserG. This committee includes many unions, like our own, 
that are primarily concerned with the coverage problem, and others 
that are primarily interested in raising the minimum wage. 

In previous years, some of these unions worked for a common pro- 
gram, while others had their own special bills which they advocated. 
This year, however, we are all united—the unions that are primarily 
interested in coverage and the unions that are primarily interested in 
increasing the minimum wage—in supporting a single program. 

That program is contained in legislative proposals that are generally 
similar to those included in S. 1046, the Kedaetty- Mote bill. We sup- 
es we urge the prompt enactment of—the provisions of this 
ill, not only those that would extend the act’s coverage to employees 
of retail enterprises whose sales amount to $500,000 or more annually 
and to workers in other presently excluded industries, but also those 
provisions that would raise the minimum wage for employees in low- 
wage industries to at least $1.25 an hour. Both of these objectives are 
of great importance to the well-being of the workers of this country 
and to the economic health and stability of the Nation. 

Mr. Chairman, we are especially glad to see that the legislation we 
support is jointly sponsored by yourself and Senator Morse. We are 
aware of the parliamentary skill and devotion both of you have shown 
in other legislative battles. We are glad, indeed, to see you working 
together on behalf of this very necessary legislation. It gives us 
hope that this year our campaign for justice for retail and other work- 
ers will at last be successful. 

If S. 1046 is enacted, about 4,150,000 of these workers would be 
brought under the protection of the act. The Department of Labor 
has estimated that there are some 6,820,000 wage and salary workers 
in retail trade who are presently excluded from the protection of 
the Fair Labor Standards Act. 

Thus, this bill does not cover all, but only some, retail workers. 
Only the employees of the larger retail enterprises, such as the giant 
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chain, department, variety and other retail enterprises having annual 
gross sales of not less than $500,000 or doing business with industrial 
or commercial, as distinguished from domestic, consumers to the ex- 
tent of at least $50,000 annually, would be brought under the protec- 
tion of the Fair Labor Standards Act. 

Retail workers who are employed by small retail enterprises and 
the so-called “mom and pop” stores—which are retail stores in which 
the only employees are the owner of the enterprise and the parents, 
spouse, or children of the owner—would continue to be excluded 
from the act by specific provisions incorporated in the bill. While 
we believe this is a defect in the bill from the standpoint of the 
more than 2,670,000 retail workers employed in these small stores, 
who are certainly as much entitled to the protection to the protec- 
tion of the act as any other workers on the basis of considerations 
of economic need and justice, we are, however, prepared to accept 
the limitations imposed by the bill on the basis of satisfying the needs 
of the majority of retail employees. 

The retail workers who would benefit from the enactment of S. 
1046 comprise one of the largest groups of low-paid workers in our 
economy. The Department of Labor’s October 1956 study of wages 
in retailing—which is the latest we had available—indicated that 
about 611,000 retail employees, or about 10 percent of the total, had 
earnings of less than $0.75 an hour, and that 1,588,000, or 26 percent 
of the total, had earnings of less than $1 an hour. The same study 
indicated that about 3,044,000 retail workers, or 50 percent of the 
total were then earning less than $1.25 an hour. 

But even the figures I have just enumerated do not tell the whole 
story of the need of retail workers for protection under the Fair 
Labor Standards Act. The largest number and precentage of low- 
wage workers are found in variety, drug, and proprietary, grocery, 
department, and apparel and accessories stores. The 1956 survey 
showed that these retail enterprises, which include most of the giant 
distribution systems, including the great chain retail networks, em- 
ployed 3,333,000 or more than half, of all retail employees. 

The survey showed the following: 














| 


TABLE 1 
Type of enterprise Percentage of employees receiving 
less than cautiel hourly earnings 
| | 
MN a i atl Nl a $0.75 | $1.00 | $1. 25 
a | Percent | Percent Percent 
[) ,, eee 45 Si deaecadabstsvads we 35 | 74 | 
Drugstores __.____ es ae a eee 24 49 69 
Deprun abanes. 0b 25 ca se 2a Sn cee ok SS eas 6 | 26 | 59 
IE OEE CRUIOONIIR MAIR iii enincieninhin odetvmemieeinipiinalioaiin 10 30 57 
Food stores—the big, tremendous supermarkets __.....__.__________| 11 | 26 48 
} 


Senator Kennepy. What is the average wage of those who are 
organized ? 

Mr. Greenserc. Considerably higher. I do not have actual figures, 
but they could be made available in a very short period of time. 

Senator Kennepy. What would you say is the lowest wage a mem- 
ber of your union receives ? 

Mr. Greenserc. You are talking about the food stores now ? 
_ Senator Kennepy. Let us talk about how wide the wage spectrum 
is which covers your members ? 
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Mr. GREENBERG. Food stores, department stores ? 

Senator Kennepy. In department stores. 

Mr. Greenserc. In organized department stores? 

Senator Kennepy. Yes. 

Mr. Greenserc. Well, if we were to single out the South where 
we have had our problems—where we have very few department 
stores organized but where we have some—I think the lowest rate 
is 85 or 90 cents an hour. However, in the larger centers, I would 
estimate that the beginning rate now in New York is $1.25 an hour. 
That is the minimum hiring rate for nonskilled workers. 

Senator Kennepy. It goes up to how much ? 

Mr. GREENBERG. $3 an hour or more. 

Senator Kennepy. Most of them work a 40-hour week ? 

Mr. Greenserc. They all work a 40-hour week. For anything 
in excess of that, they get overtime. 

Senator Kennepy. Where are the unorganized people in your re- 
tail stores? They are not in New York, not in the big cities, are they ? 

Mr. Greenserc. Well, there are two highly organized areas in 
retail, and these include both coasts. The San Francisco area is 
highly organized by a counterpart of ours in the AFL-CIO, and of 
course the New York area is almost completely organized by us. 

Senator Kennepy. Chicago, Indianapolis ? 

Mr. GREENBERG. Chicago, yes. Then you have islands of organi- 
zation elsewhere, but not to any great degree. 

Senator Kennepy. What do you think they are paid to start in 
the retail trade in other areas? 

Mr. Greenserc. Where? 

Senator Kennepy. In Indianapolis for instance. 

Mr. GREENBERG. I would estimate—we have some people organized 
in Indiana, and I would estimate they started at somewhere around 
85 or 90 cents. 

Senator Kennepy. That is pretty low, is it not? 

Mr. GREENBERG. It is very low. It is very low. 

Senator Kennepy. Why do they not do better than that? 

Mr. GREENBERG. Because there is lack cf coverage; because there 
is no legal need for a higher wage. In other words, the employers 
can exploit these people because they are under no regulations. 

Senator Kennepy. Is it because most of them were women ? 

Mr. Greenserc. Well, obviously most of the department store 
workers are women. 

Senator Kennepy. Why can you not organize them, if the condi- 
tions are sobad. Don’t they want to be organized ? 

Mr. Greenserc. Well, you answered it by saying, No. 1, they are 
women; No. 2, we find that department stores are one of the toughest 
targets we have ever run across to organize. 

I can give you one very simply reason for it. Under the recent 
NLRB rulings, they consider a unit, an appropriate unit, to include 
all of the workers in the store, including part-timers and occasional 
workers. Now, I think you can understand the tremendous magnitude 
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of the task of trying to organize women who come in for 3 hours a day, 
2 hours a day, at their convenience, and to whom the job holds no 
future. There is no necessity for them to acquire the security which 
the average worker needs under union agreement. 

They are not, in the main, the kind of people that we can find 
receptive to what we are trying to do. 

Senator Kennepy. You say some of them come in for some hours 
aday ¢ 

Mr. GREENBERG. For some hours a day. 

Senator Kennepy. How do we handle this problem in the minimum 
wage bill? Say they are only coming in 3 hours a day, 15 hours a 
week, can they be covered ¢ 

Mr. GREENBERG. Why not? They are entitled, they are certainly 
entitled to be covered under the act. Is there any reason to exploit 
a woman because she can only spend 4 hours a day away from her 
kids?) She is there working for those 4 hours because she has to. 

Senator Kennepy. Well, let us say her productivity does not justify 
$1.25 an hour. 

Mr. GREENBERG. Just the opposite. We can prove from our figures 
it is just the opposite. There are certainly no philanthropists that 
I know of in the department store field. They hire these people only 
when they need them, and that is generally the peak period of the day. 
They are not going to have a woman come in for 4 hours between 9 in 
the morning and 11 in the morning, because shoppers do not come in 
until 11. They will have her in there from 11 until 1, then again from 
2 to 4, because at 4:30 the women start to run home to prepare dinner 
for their husbands, so they are not jamming the department stores. 

In other words, when they are using them, they will use them during 
the late evening, they will use them during the preholiday seasons; 
when they are used, they are producing far in excess of what the 
average worker produces, because they work during peak periods. 

Senator Kennepy. In your opinion then, Mr. Greenberg, broadening 
the coverage of the act to include retail workers and increasing the 
minimum to $1.25 will not result in any substantial layoffs or the 
development of self-service in many of these stores. 

Mr. GreenserG. No. We cover that, I propose to cover that before 
Iam through today. 

Senator Kennepy. Please continue. 

Mr. GREENBERG. We are certain that will not happen. 

Appreciable percentages of the employees of these enterprises earned 
less than $0.50 an hour in October 1956. 

It is commonly believed the figures I just quoted you are for one 
section of the retail industry and in other branches of the retail in- 
dustry such as building materials and farm equipment dealers, gaso- 
line service stations and automotive dealers, and furniture, home 
furnishings and appliance stores, wages are substantially higher than 
in the types of stores I have just discussed. However, we find that 
even in these stores,.which employed about 1,917,000, or nearly one- 


third of all retail workers, substantial numbers of workers received 
low wages. 
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The 1956 wage survey indicated the following: 





TABLE 2 
Percentage of employees 
receiving less than 
| specified hourly earn. 
Type of enterprise | ings 








And, Mr. Chairman, you have got to understand that these reows 
deal in large item sales. These are sales which run into a lot of 
money. I refer to the furniture and home furnishings and appliance 
stores: they are not turning out a handkerchief for 25 cents. They 
are selling freezers, furniture, bedding. When they make a sale it 
often runs into hundreds of dollars. Yet we find even in these busi- 
nesses that 4 percent receive less than 75 cents an hour, 14 percent 
receive less than $1 an hour, and 35 percent receive less than $1.25 
an hour. 

As can be seen from these figures, however, even in these branches 
of the retail industry, extension of coverage would provide sub- 
stantial needed protection to many workers. 

We also find that those stores which pay the lowest wages use the 
greatest amount of part-time employees. Thus, in October 1956, we 
find that 39 percent of the workers in variety stores and drug and 
proprietary stores worked part time. Thirty-one percent of those in 
food stores and in apparel and accessory stores worked part time, and 
20 percent of all department store workers were part-time employees. 

On the other hand, we find that in the industries which paid a 
little more money, many employees were compelled to work more 
than 40 hours a week without overtime pay. So that in October 
1956, we find that 40 percent of the workers employed by building 
materials and farm equipment dealers, and 48 percent of those em- 
ployed by automotive dealers and gasoline stations, and more than 
30 percent of those employed by furniture, home furnishings, and 
appliance stores worked 48 hours or more per week with no overtime 
pay. 

Thus, we find that it is the workers in the lower paying stores who 
most need the protection of coverage under the minimum wage section 
of the Fair Labor Standards Act, and it is the workers in the other 
sections of the retail industry who are in special need of the protec- 
tion the act affords against long hours of work without overtime pay. 

All retail workers, of course, are affected by the loss of purchasing 
power that has resulted from the steadily rising cost of living. As 
is well known, the Bureau of Labor Statistics cost-of-living fay 8 has 
been rising steadily in recent years and currently stands at an all time 
high. Indeed, the present high cost of living probably affects retail 
works more than most other groups of workers, because the wages 
of most other workers have risen much more rapidly and to sub- 
stantially higher levels than those of retail workers. 

The fact that average hourly earnings of production workers are 
more than one-third higher than the average hourly earnings of retail 
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workers is a complete reversal of the situation that prevailed in 1938 
when the Fair Labor Standards Act was passed. At that time, 
average hourly earnings of retail workers were higher than those 
of production workers. Thus, both absolutely at relatively, the 
need of retail workers for protection under the act has steadily become 
more serious and urgent. 

This need can no longer be ignored by Congress. It should be met 


- squarely and forthrightly at the earliest possible moment. 


Mr. Chairman, there are three principal arguments which oppo- 
nents of extension of coverage to retail workers make in support of 
their position. 

The first of these arguments is that retailing is not an interstate in- 
dustry and is not, therefore, a proper subject of regulation by Con- 
gress. This argument contends that the regulation of minimum wages 
and maximum hours of retail workers should be left to the States. 

The fact is that the States have had more than 20 years since 1938, 
when the Fair Labor Standards Act was passed, in which to enact and 
put into effect minimum wage and maximum hours regulations appli- 
cable to retail workers. Yet with the exception of a few States, the 
States have completely failed to do so. Most retail workers are still 
not covered by any effective minimum wage or maximum hours 
a gees 

t is only fair to point out that this is due, in no small degree, to the 
fact that the same people who argue that minimum wage and maximum 
hours regulation in retailing is a State, not a Federal function, also 
bitterly oppose State legislation. 

Of course, the workers that are represented by our union, and by 
other unions in the retail field, are protected to a substantial extent 
by the standards written into the the collective bargaining agreements 
under which they are employed. But it is obvious, Mr. Chairman, that 
our efforts to write decent standards into our contracts are severely 
handicapped by the fact that retail workers generally have no legal 
minimum wage or maximum hours protection, and consequently 
receive lower wages than any other workers in our economy. 

There is also another answer to the argument that the Congress 
should not undertake to regulate the minimum wage and maximum 
hours of retail workers because retailing is not an interstate business. 
1 submit, Mr. Chairman, that it has many times been decided by 
Congress—and the Congress’ actions in such instances have been up- 
held by the courts—that enterprises that affect interstate commerce are 
proper subjects for Congress to regulate where a need exists—such as 
the low wages and inadequate living standards of many retail workers. 

Under S. 1046, the Fair Labor Standards Act would apply to the 
employees of a retail enterprise only if the annual gross sales of such 
enterprise exceed $500,000 or if at least $50,000 worth of its sales is 
made to industrial or commercial customers, as distinguished from 
ultimate consumers. 

Can anyone fairly content that an enterprise that does a business of 
$500,000 annually does not affect interstate commerce? Or that when 
® substantial part of its business serves industrial or commercial 
customers, its operations do not affect interstate commerce? The 
National Labor Relations Board has already adopted and applied a 
test of $500,000 annual sales as the yardstick for determining whether 
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it will exercise jurisdiction in labor disputes involving retail estab. | 
lishments under the Taft-Hartley Act. Thus, such legislation js 
supported by both precedent and example. 

It is perhaps worth repeating at this point—and this is one of the 
arguments thrown in our face year after year—that this bill will not 
affect small business. Retail businesses with sales of less than $500,000 
a year are not affected by this bill. Nor are retail businesses in which | 
the only employees are the owner of the business and his parents, 
spouse, or children. A provision of the bill specifically exempts these / 
so-called “mom and pop” stores. And maybe it is about time the | 
chambers of commerce stopped shedding crocodile tears for these f 
“mom and pop” stores, because I think you will be interested, Mr, 
Chairman, to know that, in our experience in organizing these small 
“mom and pop” stores, we have no problems with wages. They pay f 
the highest rates of pay because, in order for them to exist and com- 
pete against the big stores, they seek out, select and pay for the most 
competent help. And competent help does not fit into the category 
of a dollar ora dollar and a quarter an hour. 

So we have no problems in small stores, in the “mom and pop” 
store; if they employ one or two sales people, generally these are | 
highly competent and experienced sales people who can demand and 
get proper salaries. So we donot have those problems with the “mom f 
and pop” stores. 

It is also argued that application of minimum wage and maximum 
hours standards in retail enterprises will subject these enterprises to 
undue hardships and will result in loss of jobs for retail ala and 


higher prices for consumers. These arguments are equally without | 


foundation. 

Can anyone seriously believe, Mr. Chairman, that it would be an 
undue hardship for concerns like F. W. Woolworth Co., J. J. New: 
berry Co., J. C. Penney Co., Sears, Roebuck & Co,, Montgomery 
Ward, Safeway Stores, Lerner Stores Corp., Walgreen Co., R. H. 
Macy Co., and so forth, to be compelled by law to meet decent mini- 
mum wage and maximum hours standards? I do not think so. If 
you will refer to my previous testimony, you will find that these 
companies and others like them are among the giants of American 
industry and will be the ones principally affected by S. 1046. 

It has already been shown that application of ‘the minimum wage 
to workers in the retail industry should have hardly any impact on 
the prices of goods sold in retail stores. In 1956, a special staff study 
prepared for this subeommittee by Dr. Fred H. Blum of the Unt 
versity of Minnesota, estimated that no more than one-half of 1 perf 
cent increase in selling prices would absorb the full amount of the 
increased cost of doing business in the retail industry as a whole if 
this industry is brought under the minimum wage. 

An even smaller impact can be expected today as a result of todays 
generally higher wage levels and increased production. Certainly, 
the giant enterprises that dominate the retail distribution industry 
ought to be able to adjust without undue hardship or dislocatiof 
of employment to an increase in costs that, measured in terms of sales 
may amount to less than one-half of 1 percent. 

Such an increase cannot, I submit, be regarded as inflationary byf 
any reasonable standard. The small increase in costs that would rf 
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sult from enacting S. 1046 will mean greater purchasing pores in the 
paychecks of nearly 2 million low-paid retail workers. These workers 
need this increased purchasing power to buy food, clothing and other 
necessities they sorely lack today. They will not—they could not even 
if they wanted to—save the extra dollars that coverage will bring them 
because even these extra dollars will leave them short of the earnings 
they need to achieve a decent level of living according to American 
standards. 

Mr. Chairman, we reject the idea that the Nation can be spared the 
dangers of inflation only at the expense of inadequate purchasing 
power in the hands of the lowest paid of our citizens. It is not infla- 
tionary to make sure that people have enough income to enable them 
to achieve a “minimum standard of living necessary for health, efli- 
ciency, and general well-being.” 

Again, Mr. Chairman, may I express our deepest appreciation for 
this opportunity to present to you the views of the Retail, Wholesale 
& Department Store Union on this urgently needed legislation. 

Senator Kennepy. Thank you, Mr. Greenberg. 

I was interested in the figures indicating that as of October 1956, 
40 percent of the workers employed by building materials and farm 
equipment and 48 percent of those employed by automotive, as you 
suggest, worked 48 hours or more per week. 

I would imagine most of those workers get $1.25, and if they do, 
they probably work in excess of 40 hours. Is that right? 

Mr. Greenserc. That is the point we make, that while they get 
higher wages, they need the coverage; that is the point there, that they 
need the coverage of the act on hours, 

Senator Krennepy. Mr. Greenberg, based on your experience, if 
retail employees are covered and the minimum wage is increased to 
$1.25, you do not think it would cause disclocation ? 

Mr. Greenverc. We are certain it will not cause dislocation. 

Senator Kennepy. What about the upward pressure on wages of 
those people now getting $1.10 to $1.25, which is not a bad wage, I 
guess, in the retail stores today; is it? 

Mr. Greenserc. I would not call it a good wage. 

Senator Kennepy. It is not a good wage, objectively speaking, but 
it isnot a bad wage for this industry. 

Mr. Greenserc. No. As a starting wage it is not a bad wage, but 
itis certainly far from a good wage. 

Senator Kennepy. Do you think enactment of S. 1046 will cause any 
impossible problems in the retail industry ? 

Mr. Greenserc. No. There obviously will be some upward pres- 
sure by those people who are today receiving $1.25 so that they will 
move forward. I am sure we want something like that to happen. 

The reason we today consider the retail worker on the lowest rung of 
the economic ladder is because of the fact that we have so many who are 
making less than a dollar. If everybody was making a dollar and a 
quarter, obviously, when we went in to bargain for those people whom 
we have organized, we would be able to get them a fairly attractive 
wage. 

Senator Kennepy. How many people work in a retail store that does 
a business of $500,000 a year? That sounds rather large, but how 
many people would be working in such an enterprise ? 

41681—59——9 
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Mr. Greenserc. It all depends on the business. If it is a small 
wares store, such as ladies’ outer apparel, you might need 12 or 15. 

Senator Kennepy. That many ? 

Mr. Greenserc. Yes, because they sell a small item. They will 
sell hose at a dollar a pair, and you have got to chop a lot of wood to 
take in $500,000. 

On the other hand, if you are in an appliance store or a furniture 
store, you might take in $500,000 with five people. 

Senator Krennepy. It would take at least that many. That isa 
reasonably good-sized store. 

What would you estimate the profit was on $500,000 in the retail 
clothing store ¢ 

Mr. GREENBERG. Yes. 

Senator Kennepy. What would you say the profit was? 

Mr. Greenserc. At least 10 percent. 

Senator Kennepy. Ten percent. You figure they would be making 
about $50,000 out of that. 

Mr. Greenserc. Yes, I think that would be a conservative estimate. 

Senator Kennepy. Net? 

Mr. Greenserc. I would consider that a conservative estimate— 
you are talking about the ultimate profit? Yes, I consider that a con- 
servative estimate. He could not very well operate, and he would not 
operate for less than that. 

Senator Kennepy. Well, their capital would probably be 

Mr. Greenserc. The capital for a $500,000 business—I do not. want 
to set myself up as an expert, because I never was fortunate enough 
to own one of those stores—but with a normal turnover of 3 times— 
well, some places we turn over 10 times a year, but let us assume you get 
a normal turnover in bulk items, of 3 and 4 times a year, this 
would require a conservative investment of $100,000. 

Senator Kennepy. I want to thank you very much. I thought your 
statement was very good. You have had considerable experience in 
this field. Iam also ver y glad you had these two men with you. 

Mr. Greenserc. Thank you, Senator. 

May we take a few more minutes of your time? We have two very 
short statements by two members of our union. 

Senator Kennepy. Surely. We would be glad to have them. 

Mr. Greenserc. Senator, here alongside me is a member of our 
union, Miss Mary Lovejoy, of local 615 in Bessemer, Ala. She would 
like to- 

Senator Kennepy. She is from Alabama? 

Mr. GreenserG. She is from Bessemer, Ala. She is a member of 
our local 615, and she has a short prepared statement. 

Senator Kennepy. How about the young lady with her? 

Mr. Greenserc. The young lady alongside her is Mrs. Martha 
Gregory, a member of local 357 in Anderson, Ind. 

Senator Kennepy. Do you have a statement to read, Miss Lovejoy! 


STATEMENT OF MARY LOVEJOY, BESSEMER, ALA. 


Miss Lovesoy. I do, yes, sir. 

Senator Kennepy. ‘Go ahead. 

Miss Lovesoy. My name is Mary aoe I live at 1712 Second 
Avenue, Bessemer, Ala. I work for the S. H. Kress Co. in Bessemer. 
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I live in a two-room apartment and pay $35 a month rent. I have 
been working for the S. H. Kress Co. for about 2 years. When I went 
to work for the company, I was hired at 60 cents an hour. About a year 
ago the union organized the store and got us a contract. My wages 
went to 75 cents an hour. 

I work 40 hours, 5 days, a week. Before the union came into the 
store I worked between 37 and 40 hours a week. The company sched- 
uled us depending on how busy the store was. When I worked less 
hours, I got less pay. 

I get two rest periods a day, 15 minutes in the morning and 15 
minutes in the afternoon. Before the union came in, we never got a 
rest period. 

Under the union contract, the hiring rate is 70 cents an hour. After 
working 1,040 hours we get an automatic 5 cents an hour increase. 
After working 2,080 hours, we get another 5 cents an hour increase. 
My weekly earnings average about $54; $4.79 is withheld, so I take 
home about $29 a week. I live by myself and I support myself. With 
the $29 a week I have to pay rent, buy clothes, food, and pay doctor 
and dentist bills. 1 don’t have to tell you that it’s pretty hard to make 
ends meet. 

Some of my coworkers are even worse off than I am. One of them 
isa widow with 7 children. The oldest child is 15. She earns 85 cents 
an hour and is the sole support of her family. Another one has 4 
children and an old mother that she supports. She earns the same 
amount—85 cents an hour. There are many more women who support 
themselves and their children on these wages. 

The people who work with me asked me to tell you that if the mini- 
mum wage law is extended to cover us, it will do a lot of good. We 
would be able to give our children better food and decent clothes. 
Things like fresh eggs, milk, a new pair of shoes, would be possible. 
On our present salary, many of us can’t afford to eat meat more than 
once a week. 

We have made a lot of progress since we have a union contract and, 
although our situation isn’t all it should be, it is a lot better than 
the situation of many of my friends who are working in nonunion 
stores in and around Bessemer. I know many people who must work 
for wages as low as 60 and 65 cents an hour. Many of these women 
are the sole support of their families. 

All of us are looking forward to this law being passed, because 
we know it’s the only way we can get the help we need. 

Senator Kennepy. Thank you. That is fine. 

Could you tell me, Miss Lovejoy, how many people live in Bessemer ? 

Miss Lovesoy. About 30,000, something like that. 

Senator Kennepy. 30,000. 

Miss Lovesoy. Yes. 

Senator Kennepy. How many people work in your store—this is 
S. H. Kress Co., a chain store 

Mr. Greenperc. It isa variety store today. 

Senator Kennepy. It isa chain, is it not ¢ 

Mr. GreenserG. That is right. 

Senator Kennepy. How many people work there? 

Miss Lovesoy. Approximately 55, something like that. 

Senator Kennepy. Fifty-five ? 
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Miss Lovesoy. Yes. 

Senator Kennepy. I understand that you state you received $34 a 
week. Isthat with whatever tax is taken out ? 

Miss Lovesoy. That is before taxes. 

Senator Kennepy. Before all your taxes? 

Miss Lovesoy. I take home about $29. 

Senator Kennepy. Tell me, how long have you worked there ? 

Miss Lovesoy. Two years. 

Senator Kennepy. When are you going to begin to move up a 
little ? 

Miss Lovesoy. I don’t know. 

Mr. GREENBERG. As soon as we negotiate a new contract. 

Miss Lovesoy. Yes. . 

Senator Kennepy. What would be the sales? You have no idea 
what the sales would be. You say 55 people work, so it is quite 
obviously 

Mr. Greenperc. That would be way over 

Senator Kennepy. Is Bessemer a low-income community ? 

Miss Lovesoy. No,itisnot. It hassteelworkers. 

Senator Kennepy. How far is it from Montgomery ? 

Miss Lovesoy. About 190 miles. 

Senator Kennepy. Is it near Birmingham ? 

Miss Lovesoy. Twelve miles. 

Senator Kennepy. In other words, the cost of living if you lived 
in Bessemer, and the cost of living in Birmingham, i is about the same. 

Miss Lovesoy. Yes. 

Senator Kennepy. What do you pay for rent ? 

Miss Lovesoy. I pay $35. month, which is more than a week’s pay. 


Senator Knnnepy. What do you pay for breakfast? Do you cook 
that at home ? 


Miss Lovesoy. Leat at home. 

Senator Kennepy. And lunch you eat at the store ? 

Miss Lovesoy. Yes, sir. 

Senator KEnnEpy. Do they give you a free lunch? 

Miss Lovesoy. No. 

Senator Kennepy. How much do you pay for lunch? 

Miss Lovesoy. Around 60 cents, 75 cents. 

Senator Kennepy. You cook your dinner at home? 

Miss Lovesoy. I have dinner at home. 

Senator Kennevy. You work how many hours? You work 40 
hours ? 

Miss Lovesoy. That is right. 

Senator Kennepy. I do not think you are being paid enough. 

Miss Lovesoy. I don’t, either. [Laughter.] 

Senator Kennepy. Now we will hear from you, ma’am. 


STATEMENT OF MARTHA GREGORY, ALEXANDRIA, IND. 


Mrs. Grecory. My name is Martha Gregory. I live at Alexandria, 
Ind., rural route 2. I work for Hills Department Store, Anderson, 
Ind. I have been working for Hills Department Store for 3 years. 

Under our union agreement, I now receive 90 cents an hour plus 
commission. I am given a sales quota each month. If I sell more 
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than my quota, I get 2 percent commission on all sales above my quota. 
But the quota is so high that the only time I ever earned any extra 
money was during the Christmas holiday season when I earned $15 
extra for the month of December. 

My employer tells me I am one of the most efficient salespeople in 
thestore. I am in charge of selling sportswear, which is a big depart- 
ment right on the main floor. Most other girls find it completely im- 
possible to make any extra money under the commission arrangement. 

I live with my husband, who works for Delco-Remy Co. I must 
work to help make ends meet. Two of my children are married, but 
I still have two at home to support. I also had to raise three nephews 
and one niece. 

Most of the women who work in our store are widow ladies who 
must make their own way. The average pay in the store is $36 a week, 
less deductions. When business is slow, the company has the right to 
cut us to 30 hours a week, which means we earn much less money. 

Anderson, Ind., is an industrial city and living costs are very high. 
When I shopped at the supermarket last week, I paid 74 cents for a 
dozen eggs. I paid 69 cents a pound for the cheapest hamburger. I 
paid 22 cents for a loaf of bread. 

I live 414 miles outside of town. I must ride the bus, which costs 
me 45 centseach way. Rents in Anderson are extremely high because 
there is a shortage of apartments. Most of the women in the store 
must pay 2 weeks’ salary for a month’s rent. 

We find it very hard to understand why people who shop in our 
store, who work in industry, who live alongside of us, have the same 
expenses that we have, earn at least a dollar an hour and yet me must 
work for less. We feel that the minimum wage law ought to be ex- 
tended to cover retail employees. This would do so much good for 
people who really need it. I hope we can count on you to pass this 
law this year. 

Senator Kennepy. Thank you, Mrs. Gregory. 

How long has the union been in there # 

Mrs. Grecory. It was in the store when I was hired——— 

Senator Kennepy. That was 2 years ago? 

Mrs. Grecory. Three years ago. 

Senator Kennepy. You still are not getting very good pay. Is the 
union not able to negotiate a better contract, or does the company say 
that they cannot afford to pay you more? 


Mrs. Gregory. The company says they cannot afford to pay us 
more. 


Senator Kennepy. Do you hold any office in the union ? 

Mrs. Grecory. No. Iam justa union member. 

Mr. GreenserG. Of course, there is another reason, Senator. In 
both of these States, where there are the right-to-work laws, the effec- 
tiveness of the union has been held back and limited. This was the 
best we could extract from the employer. 

This young lady told you that when we got into the store a year ago, 
we found 60 cents was the prevailing rate. We got the biggest raise 
ever in Bessemer; we got a 20-cent raise which brought her to 80 
cents an hour. 

That is the kind of thing we have been running into. It had been 
60 cents for years. So this is the reason for these depressed rates. We 
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find them so low that even when we negotiate an agreement. which 
carries with it a fair increase, it does not reflect itself in the earnings 
of the workers. 

Senator Kennepy. Why is it you are not more successful in getting 
more money ‘ 


Why can you not say to the Kress Co., which is a prosperous or at 
least a widely distributed company, that you want more, that you 
would have a strike ¢ 

Mr. Greenserc. We struck them to get what we got. 

Senator Kennepy. You struck to get the present rates? 

Mr. Greenserc. That is right. 

Senator Kennepy. You have no idea what sort of profit this com- 
pany is making in Bessemer, do you ? 

Mr. Greenverc. No, but I am certain that the range of profit does 
not vary very much. 

Senator Kennepy. Let me ask you one other question. I suppose 
there must be some competition with the Kress store in Bessemer. 
Are there other stores selling the same things ? 

Mr. Greenserc. Yes, W. T. Grant and some others. 

Senator Kennepy. W.T.Grantisachain. Are they organized? 

Mr. Greenserc. I think we have a couple of the W. T. Grant stores, 

You see, unfortunately 

Senator Kennepy. In Bessemer? 

Mr. Greenpnerc. We do not have the whole of the Kress chain 
organized. If we did, then of course we would be in much better 
bargaining position. 

Senator Kennepy. What about in Bessemer? Are the stores which 
are competing with you—perhaps you could tell me, Miss Lovejoy. 

Miss Lovesoy. Woolworth. 

Senator Kennepy. Are they organized? 

Miss Lovesoy. No. 

Senator Kennepy. They are not organized. Are they paying less 
than you, do you think? 

Miss Lovesoy. Yes. 

Senator Kennepy. What else is there? Is Grant there? 

Miss Lovesoy. No. Elmore’s. 

Senator Kennepy. That is a local chain? 

Mr. Greenserc. It must be a local chain. 

Senator Kennzpy. Yes. 

Miss Lovesoy. And McClellan’s. That is a chain. 

Senator Kennepy. Are they organized. 

Miss Lovesoy. No. 

Senator Kennepy. Do they pay less than you? 

Miss Lovesoy. Yes. 

Senator Kennepy. They are achain. 

Is there a single store competing with you, or mostly chains? 

Miss Lovesoy. Yes, chains. 

Senator Kennepy. Well, I must say that I think that part of this 
bill which is the most interesting to me is the extension of this cover- 
age, I think that is the most important part of it. I see no reason 
why retail should continue to be exempt. 

I am particularly glad you brought these two ladies here, because 
while there are other members of the committee who are not here, 
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I am sure Mr. Greenberg knows we get used to talking to repre- 
sentatives of large organizations on both sides of the table and that, 
unfortunately, we do not get to talk to more of the people who are 
directly involved. 

And so, I want to compliment you, Mr. Greenberg and your organi- 
zation for bringing these two ladies here, today. And I want also 
to thank you ladies for coming. 

Mr. Greenserc. Thank you ‘for your courtesy. 

Senator Kennepy. And I hope you will tell your fellow employees 
that you were very helpful. 

The next witness is Mr. Lazare Teper, who is the director of re- 
search of the International Ladies’ Garment Workers’ Union. 






STATEMENT OF LAZARE TEPER, DIRECTOR OF RESEARCH, INTER- 
NATIONAL LADIES’ GARMENT WORKERS’ UNION 


Mr. Trerer. At the outset, sir, I would like to express the sincere 
apologies of President Dubinsky of the International Ladies’ Gar- 
ment Workers’ Union. 

He hoped to be able to appear before you in person, but our tri- 
ennial convention opens this coming Monday, and the pressure of 
work made it impossible for him to ‘absent himself from his office. 

We have submitted a statement on behalf of our union. As I in- 
dicated to you informally, I do not propose to read it in full, but I 
would like to have your indulgence and have it included, together 
with the exhibits, in the record of the committee's proceedings. 

Senator Kennepy. Yes. 

Mr. Trerer. The union which we represent has 442,000 members, 
working in 12,300 shops in 26 different branches of the women’s gar- 
ment industry. 

These workers are affiliated with our 526 locals which function in 
353 communities in 40 States, the Commonwealth of Puerto Rico, 
and Canada. 

Our membership has a decided and a long-standing interest in 
minimum wage legislation. At our last triennial conv ention, which 
was held in May 1S 156, the 1,022 delegates present unanimously voted 
to accept the report of the Committee on Social and Labor Legisla- 
tion which stated that : 

“The increase in the Federal minimum to $1 an hour, while a wel- 
come step, went only part of the way necessary to remedy the blot 
of low wages on the conscience of the Nation * * * a $1.25 minimum 
is clearly necessary as a step toward meeting minimum living costs, 
raising health standards, providing a ct ushion for consumer pur- 
chases, lifting the burden which low wages places on communities 
and eliminating unfair competition.’ 

The convention thus gave added support to the testimony of Presi- 
dent Dubinsky before your committee on April 20, 1955, in support 
of the $1.25 minimum wage. 

The continued interest in minimum wage legislation on the part of 
our membership is expressed in a number of resolutions which have 
been introduced so far for consideration at our forthcoming conven- 
tion, which is due to assemble May 11, a few days from now. For the 
information of your committee, the text of these resolutions is attached 
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to my statement as exhibit 1. They support the increase in the mini- 
mum wage to $1.25 an hour, the increase in the existing minimums 
applic able to Puerto Rico by the same 25 cents an hour by which the 
minimum is to be raised stateside, and ‘the extension of coverage to 
an additional 714 million workers not presently covered by the act, 
In a few cases, I should add, the resolution recommended the adoption 
of a higher minimum than $1.25 an hour. 

The concern shown by the garment workers for minimum wage 
legislation is a natural one. The women’s garment industry is com- 
posed of a comparatively large number of relatively small and highly 
competitive firms. C apital requirements in the industry are modest, 
It is easy therefore for new firms to enter the industry. The turnover 
of firms in the industry is also high, approximating 17 percent 
year. The premium is on the ingenuity in producing garments which 
meet with consumer favor. Smaller and larger firms are thus placed 
on a comparatively even footing. Both enjoy a similar chance of 
success or failure in anticipating the whims of fashion. 

The existence in the industry of the so-called outside system of 
production helps to cut down capital requirements for the individual 
entrepreneurs. Under this method of operation, some firms do not 
confine their manufacturing activity to their own plants. Instead, 
they farm out some of their work to other establishments which 
operate as contractors. By using contractors, manufacturers reduce 
their capital costs by eliminating some of the overhead which would 
have been entailed were all productive activities carried on under their 
own roof. Contractors need an even smaller capitalization than manu- 
facturers. They do not have to invest in the designing of new styles, in 
raw materials out of which the garments are to be produced, in the 
showrooms where sample garments are exhibited to potential buyers, 
and in other incidentals related to sales and promotion of the finished 
product. Contractors, for all practical purposes, operate solely as 
purveyors of labor to manufacturers. In these circumstances, the 
wage levels which exist in different shops become an important factor 
of unfair competition. 

The ease with which firms can enter business, the highly competitive 
character of the women’s garment industry, and the ability to shift 

operations from one shop to another or from one locality to another, 
always present a potential threat to the maintenance of decent labor 
conditions in the industry. 

A comparatively small number of unfair and short-sighted em- 
ployers can, in effect, cause virtual havoc in the industry by ignoring 
the standards that have been established either as a result of labor- 
management negotiations and agreements or else unilaterally by em- 
ployers. The pressure of lower standards fostered by some people 
in the industry can thus menace the well-being of all the industry's 
workers. It can drive decent employers to the wall and force them, 
in self-defense, to keep down labor standards in their own establish- 
ments. 

Over the years, the International Ladies’ Garment Workers’ Union 
has done much to raise wages and improve labor conditions in the 
womens’ garment industry, once widely known as a hotbed of sweat- 
shops where workers were unmercifully exploited. Much has been 
done and much, of course, remains to be done. A labor organization, 
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no matter how well-intentioned, is not always in a position to improve 
the status of all workers in the industry in which it functions. The 
existence of substandard conditions in the unorganized sector of the 
industr y, as I already noted, may hold back the advance in industrial 
standards throughout the entire industry. Nor can the union always 
reach every worker in the industry, a fact well known to chiseling 
employers. ‘To thwart union attempts to improve the conditions of 
their workers, not infrequently such employers even seek to arouse 
local communities against decent unionism. It is precisely in these 
situations that workers and ao need to be protected by law. 
The ability of unorganized workers to improve their conditions with- 
out the aid of a labor organization is manifestly limited. They are 
people whose bargaining power is weak and whose earnings tend to lag 
behind general wage mov ements. They need the protection of a leg: al 
minimum wage most of all. 

The objective of a realistic minimum wage is a sound one, for 
competition which is based on the payment of substandard wages and 
which forces the underpaid worker to subsidize industrial operations 
by his own privation, is contrary to the public interest. Not only does 
such a state of affairs deny to the worker the amenities of life which 
our civilization deems should be his, but it also generates unfair com- 
petition against fair and decent employers. In the wise words once 
uttered by Gen. Robert Wood Johnson, president of Johnson & 
Johnson: 

There can be only one good reason for low wages, and that is the competitor 
who pays them: 

The establishment of a realistic minimum wage standard either as 
a result of trade union activity or through legislative intervention 
has a decided salutary effect. Competition between employers in terms 
of human misery is reduced. The less efficient firms, under the pres- 
sure of rising costs, are forced to make their businesses more produc- 
tive. There is usually available to management a great many ways 
to improve efficiency of their operations, even Ww ithout investing in new 
machinery. The workers, spurred on by increased incomes, also tend 
to become more produc tive—this is, I think, axiomatic: Workers who 
do not eat properly, who cannot clothe themselves properly, who can- 
not house themeslves properly, who are worried about the health and 
well-being of their families, cannot work at peak efficiency and cannot 
be expected to work at peak efficiency. 

Unfair competition based on low wages, it must be underlined, is 
not confined to any one section of the country. Even within a single 
community, wages paid to workers of comparable skill and ability by 
firms engaged i in identical work are prone to differ widely. The dif- 
ferences in wages paid within a single area are frequently even greater 
than the variations in the average ranges which exist among the dif- 
ferent sections of the country. In the main, the imperfection of labor 
markets is responsible for this condition. Workers do not always have 
the right information about the wage rates prevailing for their kind 
of work. They are frequently for ced, under the pressure of need, to 
accept work irrespective of the wages offered. This is an additional 
reason why the enactment of a realistic minimum wage floor for the 
Nation is so essential. 
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I have outlined some of the reasons why the International Ladies’ 
Garment Workers’ Union favors the adoption of a realistic minimum 
wage. Such a minimum must not be so low as to be meaningless in 
terms of purchasing power and must not be so high as to be out of line 
with minimum wage standards actually found in the economy. 

It is our considered opinion that a minimum wage at $1.25 an hour 
for workers covered by the Fair Labor Standards “Act, with the pos- 
sible exception of those covered by section 14 of the ‘act—bona fide 
learners and apprentices and the properly certified handicapped 
cases—represents a valid, realistic and conservative basis for legisla- 
tive enactment. I would like to stress the term “conservative” for our 
union advocated the same minimum wage before you back in 1956, 
We felt at that time that the $1.25 minimum wage was sound and that 
it was supported by the evidence. In backing the enactment of a $1.25 
minimum at the present time, despite the intervening gains in indus- 
trial efficiency and in wages generally, and despite the intervening rise 
in living costs, our position is indeed a conservative one. 

TI do not think one has to argue at length that the minimum wage of 
$1.25 an hour does not permit a typical working family of four to 
maintain anything near a decent livelihood. When we project the 
Bureau of Labor Statistics study of the amount needed to provide 
family health, worker efficiency, nurture of children and social parti- 
cipation of all members of the family, we find that as of February of 
this year, the four-person worker’s family j in a median-cost city would 
need to have a minimum income of $4,619 per year. The average in- 
dustrial worker, particularly in the lower-wage, competitive indus- 
tries and occupations, hardly ever works a full 2,000 hour work-year. 
This is certainly true of the various branches of the apparel industry. 
A work-year of around 1,600 hours is far more typical of industrial 
employment. On that basis, the worker would require an hourly in- 
come of $2.89 to attain the minimum suggested by this budgetary 
study. 

Even if such a worker had no one else to support, Bureau of Labor 
Statistics studies suggest that to meet the minimum standard he would 
have to earn 46 percent of the amount needed for a family of four, or 
$1.31 per hour, i.e. somewhat more than $1.25 which we recommend as 
the minimum wage standard. This figure, I should add, is confirmed 
by the conclusions which can be derived from the budgetary inves- 
tigations conducted by 12 States and the District of Columbia on the 
amount needed to support a single woman worker on a level of mini- 
mum maintenance or adequacy. “Tn the median case, these data suggest 
that in the case of a person without dependents working 1,600 hours 
per year, a minimum income of $1.55 an hour is needed. Thus, it is 
apparent that in terms of most elemental budgetary requirements, the 
proposed minimum of $1.25 an hour is a conservative one. 

I think in earlier testimony today it already has been drawn to your 
attention that the national minimum wage has lagged materially 
behind the general advance in hourly earnings. 

Exhibit 2 in our statement traces some of these developments, and 
I will not bother repeating them. 

It is of course clear from the reading of the various preceding Con- 
gressional reports that at the time the 25-cent minimum was adopted, 
at the time the 75-cent minimum was adopted, and even at the time 
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the $1 minimum was recommended for passage these rates were deemed 
inadequate, and it was also stated that the economy conceivably could 
support higher rates than those recommended. ie 

An interesting fact actually emerges when you analyze the distri- 
bution of average earnings in the different States, both before the 
passage of the Fair Labor Standards Act and, let us say, last January. 
Those were the latest figures which were available to us. 

The data are contained in exhibits 3 and 4 attached to our statement. 

At the time the 25-cent minimum wage was adopted, average hourly 
earnings in the lowest wage areas were virtually hugging the statutory 
minimum. 

By comparison at the present time the proposed $1.25 minimum is 
substantially lower than the average wage in the low wage area, sug- 
gesting that the $1.25 can be promulgated with comparative ease and 
with little adverse effect on the economy of any State or of the Nation. 

Actually, again as was pointed out to you this morning, and as our 
own study indicates, the effect on the national wage bill resulting from 
the adoption of $1.25 as a minimum wage is going to be minimal. 

In the case of our own industry, the impact may be somewhat 
greater, but there I would like to draw your attention to our exhibit 5, 
which gives you wholesale price indexes computed by the Bureau of 
Labor Statistics for apparel generally as well as for women’s and 
children’s garments. 

As you can see from 1947 to date there were virtually no changes 
in the price level of the garments produced by our branch of the in- 
dustry or all of apparel. 

It is possible when the industry is competitive to operate more effi- 
ciently and to continue to provide the consumer with goods at reason- 
able prices, despite substantial adjustments in wage rates. 

There is, of course, no reason why the $1.25 should have any ad- 
verse effect on employment. Economic growth, after all, is not con- 
ditioned on the existence of low wages. 

This is evident from a consideration of the patterns of employment 
in nonagricultural industries since the passage of the Fair Labor 
Standards Act. Those figures will be found in exhibit 6 attached to 
this statement. 

The largest gains in employment since 1939, the earliest date for 
which the data are available, through 1958, which was a recession year, 
have occurred in the West, the region which has the highest average 
wages in the Nation. 

The next largest increases were in the South, where admittedly 
wages are the lowest. The other regions also have shown improve- 
ments, except that in the last few years, under the impact of the 
second recession under the present administration, some retrogres- 
sions in their levels of employment did show up. 

The entire history of minimum wages testifies to the fact that the 
increase in minimums did not bring about curtailment of employment 
or of employment opportunities. 

I will spare you the recitation of specific facts, but merely indicate 
that this was the experience of the NRA, the experience of the early 
Federal minimum of 25 cents, and the experience of minimums set 
by industry committees. By the way, in many instances industry 
committees set minimum wages above the average levels in a given 
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area or even in a given industry; and yet employment was not dimin- 
ished thereby. 

This was the case also after the 75-cent and the $1 minimum were 
introduced. 

Data on changes in employment between 1955 and 1956 for the ap- 
parel industry and for manuf: acturing as a whole are shown in our 
exhibit 7. These are data compiled by the Bureau of the Census, and 
you can see from these tables that the higher the wage increase in 
a given area, actually the higher was its increase in employment. 

J am not suggesting that this is necessar ily a correlation that always 
works out, but this is the thing which specifically occurred after the 
passage of the $1 minimum wage. 

It is interesting to note in this connection also that after the $1 
minimum wage was passed, the Wage and Hour Division was ex- 
pecting an avalanche of applications ‘for learner exemptions, an ava- 
lanche of applications for exemptions from the minimum wage for 
older and otherwise handicapped employees. 

However, the number of applications was actually less than at the 
time the 75-cent minimum was adopted. This experience, of course, 
was not unique. 

Contrary to Secretary Mitchell’s report to the Congress on the 
effects of the dollar minimum, the studies of his own Department— 
and I am referring to the 700 pages of appendixes to his 4-page report, 
as well as to the studies of the Bureau of Labor Statistics from which 
these appendixes are drawn—do not support his conclusions. 

The $1.25, in our opinion, is a necessity, and we hope and believe 
that Congress should adopt it. 

I would like now to refer to another aspect of the bill, namely the 
one that deals with Puerto Rico where our own union has close to 
5,000 members. 

We strongly feel that when the minimum wage is raised from $1 
to $1.25 stateside, minimum wages in Puerto Rico industries should 
be raised by the same 25 cents an hour. 

This is actually provided for in Senate bill 1046 which Senator 
Kennedy has introduced. 

Under the Fair Labor Standards Act, minimum wages in Puerto 
Rico, the Virgin Islands, and American "Samoa are promulg rated by 
the Secretary “of Labor following the recommendations of tripartite 
industry committees composed of employer, employee, and public 
representatives. 

These committees are directed by statute to raise the insular mini- 
mum wages as rapidly as ec onomically feasible to the statutory rate 
applicable elsewhere in the United States. Once the minimum wage 
for any industry reaches the statutory level it is no longer subject 
to review. 

The, effect of a simultaneous adjustment in the insular minimums 
by the same amount by which the stateside rate is raised will still 
retain the diversity of minimums in the islands. But it will, in effect, 
bring the going insular minimums into a closer consonance with the 
proposed $i. 25 rate applicable elsewhere. 

It will also eliminate the possibility that the insular industries 
would gain even a temporary unfair competitive advantage over those 
elsewhere in the N: ation, anid thus safeguard the competitive relations 
which existed prior to the amendment. 
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Of course, simultaneously it will also provide relief to an impor- 
tant segment of the insular popull ition. 

The increase in minimums from the point of view of the Puerto 
Rican worker is very much justified. 

Living costs there are much higher than in the continental United 
States. Studies of the BLS, for example, showed that in 1953 living 
costs in San Juan, Puerto Rico, were 17 percent higher than in Wash- 
ington, D.C., the highest cost city on the continent of the United 
States. 

If those figures are corrected for the subsequent changes in the 
consumer price indices, both in Puerto Rico and in Washington, the 
current disparity appears to be 23 percent. 

The high living costs in Puerto Rico highlight the insufficiency of 
existing minimums there. 

The proposed amendment, of course, would not close the gap. It 
will, however, bring much needed relief to the Puerto Rican worker. 

There is another’ reason why this adjustment is needed. On the 
mainland, the legal minimum is paid only to a fraction of the workers. 
This is not so in Puerto Rico. 

The labor movement there is weak. Overpopulation supplies a 

ready reservoir of the unemployed. In consequence, the wages of 
substantial numbers of workers are kept down close to the legal 
minimum. 

Between minimum wage determinations, wage levels tend to remain 
static. 

Senator Kennepy. I would like to ask you some questions about 
Puerto Rico. We will consider the remainder of your statement as 
though read. 

Mr. Terer. That is quite satisfactory, Mr. Chairman. 

Senator Kennepy. Do you think your suggestion for raising the 
amount by 25 cents, even though their minimum now is somewhat 
less than our minimum is reasonable ? 

Mr. Terer. Yes; I do. Actually, minimum wages in Puerto Rico, 
in some cases, are the same as stateside. Their lowest minimum wage 
applicable to specific occupations today is 25 cents an hour. Their 
highest minimum applicable, again to specific branches of industry 
and specific occupations, is $1 an hour. 

Senator Kennepy. What was that last part? 

Mr. Terer. $1. In other words, their minimums now range from 
alow of a quarter to a high of a dollar. 

Senator Krennepy. Right. 

Mr. Trrer. A considerable number of their industries are already 
up to a dollar an hour. 

Senator Kennepy. You are suggesting that we increase them by 
cents or by the same percentage as here ¢ 

Mr. Terre. Same amount in cents per hour. 

Senator Kennepy. Even though that would mean that in those 
industries where they are being paid only 35 to 50 cents an hour, the 
percentage of increase would be substantially greater than it would 
be in our industries which may be paying 90 cents an hour? 

Mr. Teper. You are absolutely correct. Percentagewise it would 
appear greater, but percentages in this instance are misleading. 
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Let us suppose at the present time an employer produces handker- 
chiefs on the continent of the United States and, let us say, employs 
his people at a minimum wage, he would have to pay them $1 an 
hour. Some of these are home workers who are still employed in 
this industry on the continent of the United States, although not 
very many. 

In Puerto Rico the same work can be done, I believe, for 27 cents 
an hour. 

If the stateside rate on handkerchief production goes up from a 
dollar to $1.25, the employer would have to pay for every hour of 
labor 25 cents more. 

We feel that the employer of labor in Puerto Rico should also pay 
increased minimums by 25 cents simultaneously, so that the differential 
between the two areas in dollars and cents would be the same follow- 
ing the amendment as immediately before the amendment. 

Senator Kennepy. If you accept that idea though you know we 
have a difference between the two areas. 

Mr. Trerer. Pardon me? 

Senator Kennepy. If you accepted the idea that their wage should 
be comparable to ours, that they should be increased in a comparable 
way to ours, it does not seem to me that you would ever have a 
difference between the minimum wages. 

Mr. Terer. No. But I think I made myself misunderstood, sir. I 
am not suggesting that in every instance in Puerto Rico there is a 
justification for the existence of an identical minimum wage as on the 
continent. 

All lam suggesting is, that in terms of a tempo of the rate of change, 
that those should be equated. If you raise the minimum stateside 
by a given number of cents per hour, the same increment should be 
applic cable to Puerto Rico. 

Senator Kennepy. Let us assume a minimum wage of 25 cents per 
hour in Puerto Rico, you are going to increase it by 100 percent, and 
if we go from $1 to $1.25 we are increasing it about 25 percent. 

Mr. Trever. Well, percentages are very peculiar animals, as you are 
very well aware. 

A person who gets a wage increase from a penny an hour to two 
cents an hour gets a 100- percent wage increase, but his purchasing 
power is increased solely by one cent. 

The same one cent increase to a person from $1 to $1.01 will purchase 
exactly the same number of additional commodities. Their mix may 
be different, of course. 

Senator Kennepy. I think we ought to be sure we have some repre- 
sentative from Puerto Rico here to testify. We want to make sure 
we hear somebody from the Government. They are faced with many 
problems, and we do not want to legislate for them without their 
representation. 

I imagine most of the people who are covered by union contract 
by the Garment Workers are being paid $1.25 now, are they not ? 

Mr. Trrer. An overwhelming number of workers who are members 
of our union receive in excess of $1.25 an hour. 

We still have some workers who may get less than $1.25 an hour. 
The lowest minimum of any found in any one of our contracts would 


be $1.15 an hour. 





TO AMEND THE FAIR LABOR STANDARDS ACT 121 


Senator KenNnepy. You do not expect any economic dislocation as 
aresult of this legislation ? 

Mr. Teper. No, sir. Our experience over the many years in this 
industry demonstrates that higher minimums and higher wages do 
not bring about economic dislocation. 

Senator Kennepy. I thought your material was very good on that 
point. 

Mr. Trrer. Thank you, sir. I tried not to read it all because I ap- 
preciate the hour is late. 

Senator Kennepy. I think it is very helpful, especially your ex- 
perience in the 1930's, and I thought also your comment on the Sec- 
retary of Labor’s report on the effect of the increase to $1. 

Mr. Trrer. May I just go into one thought in connection with the 
Secretary's report? 

If you examine the various statistical studies that have been made 
by the Bureau of Labor Statistics, you will find that in the main 
they deal with information for spec ific dates in 1955, 1956, and 1957. 
However, in yours, data was gathered for different months. 

Comparisons between those months are made as though no such 
thing as normal seasonal variations in different industries have really 
existed. 

For example, if you compare the month of February, and the month 
of April in any year, you will find that the apparel industry employ- 
ment in April is lower than it is in February. This is a normal sea- 
sonal effect as a result of the fact that most of the production tends to 
be done before Easter occurs. 

So when some studies, on which the Secretary of Labor apparently 
relied, show a decline in employment from February to April, and no 
account is taken in the analysis of the normal seasonal change bet ween 
those two dates, obviously you get highly Gehotinen results, 

Senator Kennepy. I want to thank you very much for your testi- 
mony, and I am hopeful that the members of the committee will read 
it. I think a good deal of your statistical material is most valuable. 

Mr. Trrer. Thank you. 

Senator Kennepy. Thank you, Mr. Teper. 

(The prepared statement of Mr. Teper follows :) 


STATEMENT OF LAZARE TEPER, DIRECTOR OF RESEARCH, INTERNATIONAL LADIES’ 
GARMENT WorKERS’ UNION (AFL-CIO) 


I would like to express, at the outset, my appreciation to your committee for 
the opportunity given me to appear before you on behalf of the International 
Ladies’ Garment Workers’ Union in support of Senate bill 1046. The union repre- 
sents over 442,000 members, working in 12,300 shops in 26 different branches of 
the women’s garment industry. These workers are affiliated with our 526 locals 
which function in 353 communities in 40 States, the Commonwealth of Puerto 
Rico, and Canada. 

Our membership has a decided and a long-standing interest in minimum wage 
legislation. At our last triennal convention, which was held in May 1956, the 
1,022 delegates present unanimously voted to accept the report of the Committee 
on Social and Labor Legislation which stated that: 

“The increase in the Federal minimum of $1 an hour, while a welcome step, 
went only part of the way necessary to remedy the blot of low wages on the 
conscience of the Nation. * * * a $1.25 minimum is clearly necessary as a step 
toward meeting minimum living costs, raising health standards, providing a 
cushion for consumer purchase, lifting the burden which low wages places on 
communities and eliminating unfair competition.” 
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The convention thus gave added support to the testimony of President Dubinsky 
before your committee on April 20, 1955, in support of the $1.25 minimum wage, 

The continued interest in minimum wage legislation on the part of our member. 
ship is expressed in a number of resolutions which have been introduced so far 
for consideration at our forthcoming convention, which is due to assemble on 
May 11, a few days from now. For the information of your committee, the text 
of these resolutions is attached to my statement as exhibit 1. They support the 
increase in the minimum wage to $1.25 an hour, the increase in the existing mini- 
mums applicable to Puerto Rico by the same 25 cents an hour by which the mini- 
mum is to be raised stateside, and the extension of coverage to an additional 
714 million workers not presently covered by the act. In a few cases, I should 
add, the resolutions recommend the adoption of a higher minimum than $1.25 
an hour. 

The concern shown by the Garment Workers for minimum wage legislation igs 
a natural one. The women’s garment industry is composed of a comparatively 
large number of relatively small and highly competitive firms. Capital require 
ments in the industry are modest. It is easy therefore for new firms to enter the 
industry. The turnover of firms in the industry is also high, approximately 17 
percent per year. The premium is on the ingenuity in producing garments which 
meet with consumer favor. Smailer and larger firms are thus placed on a com- 
paratively even footing. Both enjoy a similar chance of success or failure in 
anticipating the whims of fashion. 

The existence in the industry of the so-called outside system of production 
helps to cut down capital requirements for the individual entrepreneurs. Under 
this method of operation, some firms do not confine their manufacturing activity 
to their own plants. Instead, they farm out some of their work to other estab 
lishments which operate as contractors. By using contractors, manufacturers 
reduce their capital costs by eliminating some of the overhead which would have 
been entailed were all productive activities carried on under their own roof. Con- 
tractors need an even smaller capitalization than manufacturers. They do not 
have to invest in the designing of new styles, in raw materials out of which the 
garments are to be produced, in the showrooms where sample garments are ex- 
hibited to potential buyers, and in other incidentals related to sales and promo- 
tion of the finished product. Contractors, for all practical purposes, operate 
solely as purveyors of labor to manufacturers. In these circumstances, the wage 
levels which exist in different shops become an important factor of unfair compe 
tition. 

The ease with which firms can enter business, the highly competitive character 
of the women’s garment industry, and the ability to shift operations from one 
shop to another or from one locality to another, always present a potential threat 
to the maintenance of decent labor conditions in the industry. A comparatively 
small number of unfair and shortsighted employers can, in effect, cause virtual 
havoc in the industry by ignoring the standards that have been established either 
as a result of labor-management negotiations and agreements or else unilaterally 
by employers. The pressure of lower standards fostered by some people in the 
industry can thus menace the well-being of all the industry's workers. It can 
drive decent employers to the wall and force them, in self defense, to keep down 
labor standards in their own establishments. 

Over the years, the International Ladies’ Garment Workers’ Union has done 
much to raise wages and improve labor conditions in the women’s garment 
industry, once wideiy known as a hotbed of sweatshops where workers were 
unmercifully exploited. Much has been done and much, 


of course, remains 
to be done. 


A labor organization, no matter how well-intentioned, is not always 
in a position to improve the status of ail workers in the industry in which it 
functions. The existence of substandard conditions in the unorganized sector 
of the industry, as I already noted, may hold back the advance in industrial 
standards throughout the entire industry. Nor can the union always reach 
every worker in the industry, a fact well known to chiseling employers. To 
thwart union attempts to improve the conditions of their workers, not infre- 
quently such employers even seek to arouse local communities against decent 
unionism. It is precisely in these situations that workers and industry need 
to be protected by law. The ability of unorganized workers to improve their 
conditions without the aid of a labor organization is manifestly limited. They 
are people whose bargaining power is weak and whose earnings tend to lag 


behind general wage movements. They need the protection of a legal minimum 
wage most of all. 
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The objective of a realistic minimum wage is a sound one, for competition 
which is based on the payment of substandard wages and which forces the 
underpaid worker to subsidize industrial operations by his own privation, 
is contrary to the public interest. Not only does such a state of affairs deny 
to the worker the amenities of life which our civilization deems should be his, 
but it alsu generates unfair competition against fair and decent employers. 
In the wise words once uttered by General Robert Wood Johnson, president of 
Johnson & Johnson: “There can be only one good reason for low wages, and 
that is the competitor who pays them.” 

The establishment of a realistic minimum wage standard either as a result 
of trade union activity or through legislative intervention has a decided 
salutary effect. Competition between employers in terms of human misery is 
reduced. The less efficient firms, under the pressure of rising costs, are forced 
to make their businesses more productive. There is usually available to man- 
agement a great many ways to improve efficiency of their operations, even 
without investing in new machinery. The workers, spurred on by increased 
incomes, also tend to become more productive. This I think is axiomatic: 
workers who do not eat properly, who cannot clothe themselves properly, who 
‘annt house themselves properly, who are worried about the health and 
well-being of their families, cannot work at peak efficiency and cannot be ex- 
pected to work at peak efficiency. 

Unfair competition based on low wages, it must be underlined, is not 
confined to any one section of the country. Even within a single community, 
wages paid to workers of comparable skill and ab.lity by firms en-ag.u in 
identical work are prone to differ widely. The differences in wages paid within 
a single area are frequently even greater than the ranges in the average wages 
which exist among the different sections of the country. In the main, the 
imperfection of labor markets is responsible for this condition. Workers do 
not always have the right information about the wage rates prevailing for 
their kind of work. They are frequently forced, under the pressure of need, 
to accept work irrespective of the wages offered. This is an additional reason 
why the enactment of a realistic minimum wage floor for the Nation is so 
essential. 

I have outlined some of the reasons why the International Ladies’ Garment 
Workers’ Union favors the adoption of a realistic minimum wage. Such a 
minimum must not be so low as to be meaningless in terms of purchasing power 
and must not be so high as to be out of line with minimum wage standards 
actually found in the economy. 

It is our considered opinion that a minimum wage of $1.25 an hour for workers 
covered by the Fair Labor Standards Act, with the possible exception of those 
covered by section 14 of the act—bona fide learners and apprentices and the 
properly certified handicapped cases—represents a valid, realistic, and conserva- 
tive basis for legislative enactment. I would like to stress the term “conserva- 
tive” for our union advocated the same minimum wage before you back in 1955. 
We felt at that time that the $1.25 minimum wage was sound and that it was 
supported by the evidence. In backing the enactment of a $1.25 minimum at 
the present time, despite the intervening gains in industrial efficiency and in 
wages generally, and despite the intervening rise in living costs, our position is 
indeed a conservative one. 

I do not think one has to argue at length that the minimum wage of $1.25 an 
hour does not permit a typical working family of four to maintain anything 
hear a decent livelihood. When we project the Bureau of Labor Statistics study 
of the amount needed to provide family health, worker efficiency, nurture of chil- 
dren, and social participation of all members of the family, we find that as of 
February of this year, the four-person worker’s family in a median-cost city 
would need to have a minimum income of $4,619 per year. The average indus- 
trial worker, particularly in the lower wage, competitive industries and occupa- 
tions, hardly ever works a full 2,000 hour work-year. This is certainly true of 
the various branches of the apparel industry. A work-year of around 1,600 
hours is far more typical of industrial employment. On that basis, the worker 
would require an hourly income of $2.89 to attain the minimum suggested by 
this budgetary study. Even if such a worker had no one else to support, Bureau 
of Labor Statistics studies suggest that to meet the minimum standard he would 
have to earn 46 percent of the amount needed for a family of four, or $1.31 per 
hour, i.e. somewhat more than $1.25 which we recommend as the minimum wage 
Standard. This figure, I should add, is confirmed by the conclusions which can 
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be derived from the budgetary investigations conducted by 12 States and the 
District of Columbia on the amount needed to support a single woman worker 
on a level of minimum maintenance or adequacy. In the median case, these data 
suggest that in the case of a person without dependents working 1,600 hours per 
year, a minimum income of $1.55 an hour is needed. Thus, it is apparent that 
in terms of most elemental budgetary requirements, the proposed minimum of 
$1.25 an hour is a conservative one. 

Changes in the national minimum wage have lagged materially behind the 
general advance in hourly earnings. At the time the Fair Labor Standards Act 
was passed in June 1938, the average hourly wage in all manufacturing was 638 
cents an hour. In the manufacture of durable goods it was 68 cents, and in the 
production of nondurables it was 59 cents an hour. From that date through 
March of this year, average hourly earnings for all manufacturing rose by $1.58, 
in the durables by $1.69, and in nondurables by $1.40. During this period the 
minimum wage increased by only 75 cents, from 25 cents to $1 an hour. Thus 
while minimum wages should at least keep up with general wage developments, 
in our case it has sorely lagged behind. As you can see from data shown in 
exhibit 2 attached to this statement, minimum wages also have lagged behind 
the average hourly earnings in manufacturing from October 1949, when the Con- 
gress voted the 75-cent minimum, and from July 1955, when the $1 minimum 
wage was passed. 

It is clear from reading the several congressicnal reports that at the time 
the 25-cent minimum, the 75-cent minimum, and the $1 minimum were recon- 
mended for passage they were deemed to be inadequate and that the economy 
conceivably could support higher rates than those recommended. An interesting 
fact emerges from the analysis of distributions of average wages prevailing in 
the different States before the passage of the original Fair Labor Standards Act 
and similar distributions for January of this year—the data are shown in ex- 
hibits 3 and 4 attached to this statement. At the time the 25-cent minimum 
was adopted, average hourly earnings in the lowest wage areas were virtually 
hugging the statutory minimum. By comparison, at the present time, the pro- 


posed $1.25 minimum is substantially lower than the average wage in the low- 


wage areas, suggesting that this minimum can be promulgated with comparative 
ease and with no adverse effect on the economy of any State or of the Nation. 


Actually, the increase in the wage bill necessitated by the proposed minimum 
is small. Computations based on the May 1958 data compiled by the Bureau of 
Labor Statistics suggest that the adoption of the $1.25 minimum, as of that time, 
would have resulted in a direct wage bill increase in manufacturing of only 1.2 
percent. Once account is taken of wage advances since May 1958, a recomputa- 
tion shows that the direct effect of the $1.25 minimum would be only about 1 
percent. 

Admittedly, the adjustments will differ among the different segments of the 
economy. For the entire apparel and fabricated textile industry, the wage bill 
may rise by approximately 4.4 percent. In the case of women’s outerwear, for 
example, the payroll increase would approximate 2.9 percent. Yet, even though 
in the different branches of the women’s garment industry the proposed minimum 
wage of $1.25 an hour would have different effects, it would not generate any 
inflationary pressure. Thus, for example, Bureau of Labor Statistics data on 
wholesale prices for the different articles of women’s and children’s wear pro- 
duced by our industries show that they were 1.3 percent lower in 1958 than in 
1947, despite the intervening advances in average wages and Federal minimums 
(the wholesale price indexes for women’s and children’s garments as well as for 
all apparel are shown in exhibit 5 annended to this statement). 

There is no reason to fear that the $1.25 minimum is likely to have any adverse 
effect on employment. Economic growth, after all, is not conditioned on the 
existence of low wages. This is evident from a consideration of the patterns 
of employment in nonagricultural industries since the passage of the Fair Labor 
Standards Act. As can be seen from detailed figures shown in exhibit 6 attached 
to this statement, the largest gains in employment have occurred in the West, 
the region paying the highest average wages in the Nation. Between 1939, the 
earliest year for which data are available, and 1958, the growth was 124.9 per- 
cent; from 1949, the year which preceded the effective date of the 75-cent mini- 
mum, through 1958, the rise was 37.5 percent; and from 1955, the year preceding 
the effective date of the $1 minimum, through 1958, the increase was 8 percent. 
By comparison, nonagricultural employment in the South increased between 1939 
and 1958 by 88.8 percent; between 1949 and 1958 by 25.8 percent; and between 
1955 and 1958 by 4.4 percent. Both regions performed much better than the 
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North Eastern and North Central States—since 1955, under the impact of the 
recent recession, employment in both areas has actually shrunk somewhat. 

The entire history of minimum wage legislation testifies to the fact that the 
upping of minimums did not bring about curtailment of employment or of em- 
ployment opportunities. Even though, at first, legal minimum wages were promul- 
gated on a State basis and were applicable usually to women and minors, the 
usual experience has been, to cite a study made by the Women’s Bureau, that 
employment “continues to increase regardless of whether or not there is mini- 
mum-wage legislation, and in the State where the highest minimum was main- 
tained over a long period of years women’s employment increased considerably 
more than in the country as a whole.” 

Our own observations regarding the operations of State minimum wage laws 
and the experience of several State labor departments confirm the conclusions 
reached by Prof. Frank Pierson who wrote in the American Economic Re- 
view in March 1940 that “where minimum wage rates have approximated or 
exceeded the median level of rates already prevailing, no significant displacement 
of women workers has thus far been found.” 

The experience under the National Industrial Recovery Act was no different, 
even though the minimums promulgated for the different apparel industries were 
frequently higher than average wages. In the first half of 1933, for example, 
before the Cotton Garment Code was adopted, the average wage in that industry 
was only 24.3 cents an hour. The code set the minimums at 30 and 32% cents. 
By the first half of 1934, employment rose by nearly 11 percent even though 
average hourly earnings, in part as a result of new minimums and in part under 
the influence of union activity, rose 56 percent to 37.9 cents an hour. Another 
low-wage garment industry, which specialized in the production of infants’ and 
children’s wear, provides a similar example. Prior to the code, in 1933, the 
average wage in this industry was 25.9 cents an hour. Here, too, the code 
minimum was set at 30 and 32% cents an hour, above the level of the average 
wage. Between 1933 and 1934 the average wage in the industry rose to 39.8 
cents, an increase of 54 percent. This substantial rise in wages however did not 
prevent employment from rising by 2.4 percent. 

These cases are typical of the NRA minimum wage experience. 

After the Fair Labor Standards Act was adopted, the experience was further 
sustained. Despite many contentions that the 25-cent minimum wage would 
cause a marked increase in unemployment, these were not borne out by events. 
In the year following the effective date of the 25 cent minimum wage, employ- 
ment in manufacturing rose by 15 percent. After the 30-cent minimum became 
effective in 1939, the following year witnessed an additional 23-percent gain in 
manufacturing jobs. 

The original law provided that minimum wages could be raised up to 40 cents 
an hour by action of tripartite industry committees. In numerous cases, the 
minimums recommended by these committees required the various branches of 
apparel manufacturing to grant wage adjustments to substantial portions of 
their employees and plants. Thus, for example, in 1939 the industry committee 
recommended the adoption of a 32%4-cent minimum in the manufacture of men’s 
underwear. Before the introduction of this minimum, its national average was 
only 31.7 cents an hour, with 32.2 cents an hour paid in the North and only 27 
cents an hour paid in the South. The proposed minimum affected 66.7 percent 
of workers throughout the country and 88 percent of workers in the South, and 
required a direct payroll increase of 11.1 percent for the Nation as a whole and 
21.5 percent in the South. But no adverse effect was felt on employment. It 
continued to gain, with the Southern States advancing the most. 

In the case of inexpensive dresses which wholesale by the dozen, average hour- 
ly earnings in 1938 were 38.5 cents an hour. About one-half of the workers actu- 
ally made less than 35 cents an hour. The prevailing average hourly earnings 
in a number of areas were actually lower than 35 cents. Thus, in Pennsylvania, 
outside the city of Philadelphia, this industry was paying only 32.7 cents on 
the average, while in Illinois, outside of Chicago, the average was 34.1 cents, and 
in Tennessee 28.6 cents, while Texas workers averaged 34.6 cents and Georgia 
workers 35.2 cents an hour. The industry committee recommended a 35-cent 
minimum wage for this line of manufacturing, raising the total wage bill of 
this industry by 7.3 percent. In the different States these increases ranged 
from a low of 0.9 percent to a high of 26.7 percent. In plants which paid an 
average of between 25 and 27% cents an hour, the wage bill increase was even 
greater, averaging 29.8 percent. No curtailment of employment occurred. Even 
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in the ease of plants most affected by the increase, there was actually a net 
increase in employment. 

These examples, typical of the experience of our industries, illustrate that 
even substantial increases in the legal minimums did not adversely affect em- 
ployment. This was also the case when the 75-cent minimum was adopted. The 
industry was able to absorb this minimum with no difficulty whatsoever and 
without any adverse effect on employment. Nor was this experience confined 
to the women’s garment industry or to the apparel industry—it was general, 
Even in the case of the low-wage industries, in low-wage sections of the coun- 
try, the Wage and Hour Division, in evaluating the effects of the 1950 increase 
in the minimum wage, concluded that the 75-cent rate “appeared to have had 
only minor effects on such variables as employment, plant shutdowns, prices, 
technological change, hiring policies, and overtime work.” 

The apparel industry generally, and the women’s garment industry more 
specifically, found no difficulty in assimilating the $1 minimum. This was our 
experience in every section of the country where garment plants operate. This 
is borne out by the data on employment in the apparel industry in the différent 
sections of the country compiled by the U.S. Bureau of the Census. As can be 
seen from exhibit 7 attached to this statement, the highest employment increases 
took place between 1955 and 1956 in those sections of the country where the 
impact of the new minimum wage was the highest (this experience was not 
limited to apparel; as can be seen from the same exhibit, all manufacturing 
showed similar behavior). Further evidence on the ease of transition to the 
new minimum is reflected in the number of applications for special learner cer- 
tificates filed with the Wage and Hour and Public Contracts Divisions under 
section 14 of the Fair Labor Standards Act (the apparel industry predomi- 
nates in the utilization of learner certificates, accounting for more than 50 per- 
cent of the total number). As pointed out by the Annual Report of the U.S, 
Department of Labor for the fiscal year 1956: 

“The volume of applications requesting certificates authorizing the employ- 
ment of learners at rates below the statutory minimum was less than antici- 
pated under the new $1-an-hour statutory minimum and less than the volume 
received in 1950 when the 75-cent statutory minimum became effective.” 

The number of employer requests for certificates authorizing the payment of 
lower rates to older and otherwise handicapped workers was also lower follow- 
ing the introduction of the $1 minimum than in 1950. 

The experience of our industries was not unique. Throughout the Nation, 
overwhelmingly, the $1 minimum was readily assimilated with a minimum of 
difficulties. This is evident even from a careful perusal of the several studies 
made by the Bureau of Labor Statistics and the Wage and Hour Division on 
the impact of the $1 minimum. Though concentrated in the lowest-wage seg- 
ments of low-wage industries and in the smallest low-wage localities, these 
investigations show that the overwhelming number of firms under review 
managed to take the $1 minimum in their stride despite the increases they 
had to grant to their employees. While some employment declines did occur 
between the dates for which data have been collected, overwhelmingly these are 
accounted for by normal seasonal variations or by economic factors which 
were in no way related to the $1 minimum. The conclusions contained in 
Secretary Mitchell’s report to the Congress on the effects of the $1 minimum 
in the low-wage industries and localities are not supported by the studies of 
his own Department. Whatever negative effects there might have been, these 
were comparatively insignificant and more than made up by the benefits which 
the higher minimum brought about to the lower paid workers by raising their 
incomes. 

It was, of course, argued that concentration of workers at or near the mini- 
mum wage in some segments of American industry justifies leaving the present 
minimum wage floor unchanged. There is no merit in this position. The fact 
that some workers are underpaid, as compared with the great majority of 
employees in the United States, is one of the best reasons why the situation 
shon'd be corrected by legislative enactment. 

The proposed $1.25 minimum wage for the lower paid workers is a necessity. 
The ability of our economy to absorb the wage adjustments brought about in 
the wake of the introduction of the higher minimum, in view of the small 
impact $1.25 will have on the national wage bill, is self-evident. The increased 
purchasing power generated by the higher minimum, while not great in its 
total effect, will be significant to the. lower paid workers. It will help to mini- 
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mize unfair competition among employers and thus give contemporary signifi- 
ance to the goal set forth in section 2 of the Fair Labor Standards Act: to 
eliminate labor conditions which constitute an unfair method of competition 
in commerce. 


PUERTO RICO 


I would like to discuss now the views of the International Ladies’ Garment 
Workers Union regarding the minimum wages in Puerto Rico, where we have 
close to 5,000 members. 

We strongly feel that whenever the statutory minimum is raised from $1 to 
$1.25 minimum wages in the Puerto Rican industries should also be raised by 
the same 25 cents an hour. This accords with the context of Senate bill 1046. 

Under the Fair Labor Standards Act, minimum wages in Puerto Rico, the 
Virgin Islands, and American Samoa are promulgated by the Secretary of 
Labor following the recommendations of tripartite industry committees com- 
posed of employer, employee and public representatives. These committees are 
directed by statute to raise the insular minimum wages as rapidly as is eco- 
nomically feasible to the statutory rate applicable elsewhere in the United 
States. Once the minimum wage for any industry reaches the statutory level 
($1 an hour at the present time), it is no longer subject to revision. 

The simultaneous adjustment of the various insular minimums by the same 
25 cents an hour as stateside would retain the diversity of minimum wage rates 
there. Thereafter, industry committees, appointed by the Secretary of Labor 
in the future, would continue to review the insular rates pericdically. The 
increase of current minimums by 25 cents an hour would in effect, establish 
a floor under the insular minimum wage structures and help to bring the going 
insular minimums into a closer consonance with the proposed $1.25 minimum 
applicable elsewhere in the United States. A simultaneous correction in the 
minimum wages in Puerto Rico, the Virgin Islands, and American Samoa will 
eliminate the possibility that the industries in these islands would be given a 
competitive advantage over those elsewhere in the Nation. The simultaneous 
increase in minimums, stateside and in the islands, by the same 25 cents an 
hour, would actually tend to safeguard the competitive relationships which 
existed before the amendment. It would also help to raise the economic level 
of an important segment of the insular population, heighten local demand for 
goods and services and, as such, help to advance employment and the industrial 
and commercial development of these islands. 

From the point of view of the Puerto Rican worker, an increase in his minimum 
wages simultaneous with those elsewhere in the United States is well justified. 
The cost of living is higher than in the continental United States. This is recog- 
nized by the government of the Commonwealth of Puerto Rico, demonstrated by 
studies made by the U.S. Bureau of Labor Statistics, and accepted as a fact by 
the U.S. Civil Service Commission. 

Let me briefly sum up the findings of the Bureau of Labor Statistics studies. 
The first inquiry, “A Method of Measuring Comparable Living Costs in Com- 
munities With Differing Characteristics,” showed that equivalent living costs 
for families of the same size were 18 percent higher in San Juan, P.R., than in 
Washington, D.C., in 1950, and that they were 17 percent higher in the late 
spring of 1953. This study dealt with living costs of Federal office worker 
families in Washington and of native office worker families not employed by the 
Federal Government in San Juan. The findings thus tend to reflect the compar- 
able living costs in the two areas for all segments of the working population. 
Another Bureau of Labor Statistics study, made in 1954, was limited exclusively 
to Federal employees and their families. This inquiry showed that living costs 
of Federal workers were 35 percent higher in San Juan than in Washington, D.C. 

The findings of the Bureau of Labor Statistics were obtained a few years back. 
Since that time, consumer prices in Puerto Rico rose by 12.8 percent while in 
Washington, D.C., they increased by 6.9 percent. Once account is taken of these 
changes, it appears that living costs in Puerto Rico are prone to be some 23 per- 
cent higher now than in Washington, D.C. 

Parenthetically, I want to note that Washington, D.C., is probably the highest 
cost city in the continental United States; by comparison with any other city or 
geographic area on the mainland, Puerto Riean living costs are, therefore, even 
higher. 

The high living costs in Puerto Rico highlight the insufficiency of the existing 
minimums and the hardships suffered by insular workers who must eke out an 
existence at wage rates geared to those minimums. The proposed amendment 
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would not, of course, close the gap. It is, however, a forward step which would 
bring needed relief to many Puerto Rican workers. 

There is another reason why the proposed minimum wage adjustment is needed. 
On the mainland, the legal minimum is paid only to a fraction of workers. The 
average worker typically earns more. Even at the time when the legal minimum 
remains unchanged, wage levels do not remain static. This is not the case in 
Puerto Rico. The labor movement there is still weak. Overpopulation supplies 
a ready reservoir of unemployed workers, anxious for jobs. Employers know 
this, and in consequence keep the wages of substantial numbers of their workers 
close to the legal minimum. Between minimum wage determinations, wage 
levels tend to remain static. This clearly suggests that the main hope for cor- 
recting the wage status of the Puerto Rican workers is through legislative 
intervention. 

In a number of Puerto Rican industries, minimum wage increases have consis- 
tently and sharply lagged behind changes in consumer prices as well as behind 
changes in stateside wages and minimums. One of the most dramatic cases deals 
with fabric gloves. The first minimum wage for this product was established 
in February 1941. At that time, a minimum wage for handsewing operations of 
15 cents an hour was promulgated by a minimum wage order; the corresponding 
minimum on the mainland, also set by a minimum wage order, was 35 cents an 
hour. The rate in Puerto Rico remained in effect until October 24, 1945, when it 
was raised to 18 cents; in the meantime the mainland legal minimum went up 
40 cents, and general wage levels by much more. No further change in this 
minimum took place until June 4, 1950, when the minimum was advanced by 
another 3 cents, from 18 to 21 cents an hour. In the meantime, the minimum 
wage stateside moved up from 40 to 75 cents an hour. On June 6, 1955, the mini- 
mum was raised by 1% cents to 22% cents an hour. After the promulgation 
of the $1 minimum wage on the mainland, in the course of several wage reviews, 
the rate in Puerto Rico was brought to 25 cents an hour beginning with 1958. 
This is where it stands at the present time. 

Thus, in the period of an advance of the stateside minimum for this industry 
from 35 cents to $1 an hour, i.e., by 65 cents, the minimum for hand sewing on 
fabric gloves in Puerto Rico was raised by only 10 cents an hour. 

If account is taken of the rise in consumer prices in Puerto Rico, it appears 
that the purchasing power of the current minimum wage for hand sewing on 
fabric gloves is 23 percent lower today than it was in February 1941. 

This is one of the more extreme cases encountered in Puerto Rico. It does, 
however, illustrate the competitive situation which exists between the main- 
land and Puerto Rico, on the one hand, and the deplorable condition of the 
Puerto Rico worker, on the other hand. 

The ability of insular industry to absorb the proposed increase can hardly 
be questioned. The Commonwealth of Puerto Rico is an integral part of the 
American market. It buys most of the goods it consumes on the mainland. It 
sells most of the goods it produces on the mainland. Yet, although part and 
parcel of the economic and political sphere of the United States, Puerto Rico’s 
wage rates are far behind those elsewhere in the Nation. This is so despite 
the substantial gains which have been made there since 1955, when minimum 
wage determinations under the Fair Labor Standards Act were speeded up by 
congressional mandate. 

The nature of the existing differentials between the average hourly earnings 
in comparable mainland and Puerto Rico industries can be gaged from the data 
for December 1958, compiled from the latest available official sources, which 
are shown in exhibit 8 attached to this statement. In that month, the main- 
land average wage in all manufacturing industries on the continent was $2.19. 
The Puerto Rico average was only 83 cents an hour, giving it an edge of $1.36 
an hour. In nondurable goods, the average wage stateside was $1.97 and in 
Puerto Rico 80 cents an hour, giving it a margin of $1.17 as against the main- 
land. In the case of durable goods, the stateside average was $2.36 as compared 
with 91 cents in Puerto Rico, a differential of $1.45 an hour. The amount by 
which wages in the Puerto Rico industry fell behind those of the continent 
varied, of course, from industry to industry, ranging from a low of 65 cents 
to a high of $1.34 an hour. 

These figures actually fail to portray the full nature of the existing advantage 
of the Puerto Rico industry. Employers in Puerto Rico do not usually pro- 
vide paid holidays for their employees, or the type of health, welfare, vacation, 
and retirement benefits which are standard throughout the Nation. Nor are 
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they subject to Federal income taxes, whether personal or corporate. An addi- 
tional competitive advantage is given them by the law passed by the insular 
legislature in 1948, and thereafter extended, which provides a tax holiday to 
new firms in Puerto Rico, with exemption from income tax, license fees, excise 
taxes, property taxes, as well as other municipal taxes. 

Contrary to the earlier dire predictions regarding the negative effect higher 
minimum wages would have on Puerto Rico, nothing proved to be further from 
the truth. This can readily be appreciated from exhibit 9 attached to this 
statement which offers data on the changes in the volume of shipments from 
Puerto Rico to the mainland of the United States beginning with fiscal year 
1938-39 through fiscal year 1957-58. Except for the transitory effect of general 
economic recessions, which affected mainland as well as insular production, 
shipments from Puerto Rico, which reflect the growth of its economy, kept 
forging ahead at a quick and healthy pace. There was no retrogression at any 
time which in any way could be related to the minimum wage legislation. Just 
the contrary. There were many times, when the growth of the Puerto Rico 
output was enhanced because of the unfair competitive advantage enjoyed by 
the insular firms. 

The gap between Puerto Rico wages and minimums and those stateside is 
already high. Whenever the mainland minimum wage is raised, this gap is 
prone to grow still wider and place the stateside employers in all industries 
and in all sections of the country at a competitive disadvantage in relation to 
Puerto Rico. This is why we recommend that at the time the Fair Labor 
Standards Act is amended, and the existing $1 minimum is raised, that an 
identical increase in cents per hour be applied to all the minimum wage rates 
already promulgated by wage orders for the insular industries. The present 
differentials between the insular and the mainland minimums would thus be 
preserved. At the same time, the existing differentials in average wages between 
the lowest-wage plants on the mainland and the establishments in the same 
industries on the islands, would also remain substantially intact. 

Our union is vitally concerned with the raising of labor standards in Puerto 
Rico, just as we are concerned with the improvement of working conditions 
elsewhere throughout the United States. We fully realize that Puerto Rico 
needs industrial development. We favor industrial growth of the island. We 
do not believe, however, that it is dependent on the continued prevalence of 
substandard minimum wages. In principle, we are in agreement with Gov. 
Munoz Marin of the Commonwealth of Puerto Rico when he said: “We do not 
and never will hold out low wages as an attraction to business. My Govern- 
ment’s firm philosophy is that wages should rise as rapidly as our economic 
development permits.” 

We believe that the adjustment which we urge you to recommend to the 
Congress of the United States is one that will not in any way interfere with 
the economic development of Puerto Rico. We have reached this conclusion 
after study and consideration, in the full realization of our moral obligations 
as a responsible labor organization. 


EXTENSION OF COVERAGE 


International Ladies’ Garment Workers’ Union also wishes to be recorded in 
cone of the extension of minimum wage coverage provided for by Senate 

ill 1046. 

Extension of minimum wage coverage is long overdue. Even Secretary 
Mitchell noted in his recent report to the Congress that “several million addi- 
tional workers could feasibly be brought under the act’s protection at this time.” 
Unfortunately, at least up to a couple of days ago, the administration made no 
Specific proposals to the Congress regarding even this legislation. 

The question of coverage will be reviewed in much greater detail before you 
by representatives of other labor organizations. For this reason I will confine 
my remarks to one general point. 

Twenty-one years ago, when the Fair Labor Standards Act was originally 
passed, the experience with minimum wages on the national scale was confined 
to codes promulgated under the National Industrial Recovery Act. The exper- 
lence of individual States was similarly limited. It is understandable that the 
Congress wanted to exercise all possible caution. The limitation of coverage un- 
der these circumstances was understandable as an attempt to confine minimum 
wage promulgation to those segments of the economy where the risk of possible 
dislocation would be least. 
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Twenty-one years is a period sufficiently long to attain maturity. A new 
look on the coverage under the act is, therefore, in order. 

The dire prediction made in the past over the possible disruptive effect of 
minimum wages on the economy proved to be false. The base for extending 
the coverage to workers who remain unprotected by the law is thus established. 
The examination of S. 1046 reveals that it continues to tackle the issue of 
coverage extension in a spirit of caution. This alone should commend the bill 
to this committee and to the Congress as a piece of constructive legislation. It 
deserves full support. 

ExHIsiT 1 


Resolutions bearing on the increase in the national minimum wage and ex- 
tension of coverage submitted for the consideration of the 30th Convention of 
the International Ladies’ Garment Workers’ Union, to be held beginning May 
11, 1959, in Miami, Fla. 

RESOLUTION NO. 2 


Introduced by local 82 


Whereas the $1 Federal minimum wage has only partially narrowed the gap 
between depressed earnings and more adequate pay standards in the same in- 
dustries; and 

Whereas there exists an urgent need for a higher minimum wage: Therefore 
be it 

Resolved, That this convention favor the enactment of a $1.50 Federal min- 
imum wage and that the general office work for passage of such legislation 
together with the AFL-CIO and its affiliated unions. 


RESOLUTION NO. 31 
Introduced by local 507 
Whereas the present Federal minimum wage of $1 an hour does not close 


the gap between areas of substandard wages and those of adequate wage levels; 
and 


Whereas the rising cost of living has worsened the lot of thousands of gar- 
ment workers throughout the country : Therefore be it 

Resolved, That this convention endorse a Federal minimum of $1.25; and be 
it further 
Resolved, That this convention instruct all affiliates that new collective-bar- 
aining agreements should provide for a minimum wage at least 10 cents above 
the prevailing Federal minimum. 


os 
~ 


RESOLUTION NO. 39 
Introduced by locals in Ohio-Kentucky region 


Whereas the cost of living has increased materially since the national min- 
imum wage was raised to $1 an hour; and 

Whereas increasing the minimum wage would help the economy while improy- 
ing the living standards of the lower-paid who now have to subsist on the mini- 
mum wage; and 

Whereas a higher minimum wage protects the hard-won standards of all 
workers, skilled and unskilled alike: Therefore be it 

Resolved, That this convention urge the adoption of a minimum wage of $1.25 
per hour and the extension of its coverage to all workers. 


RESOLUTION NO. 62 
Introduced by local 89 


Whereas unemployment in the United States threatens to become a chronic 
disease which endangers not only our way of life but also our leadership of the 
free world; and 

Whereas our economy urgently needs, as a sound stimulus, the increased pur- 
chasing power of the people; and 

Whereas millions of workers are still unprotected by the wage and hour law 
and others are paid a minimum which is much too low: Therefore be it 
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Resolved, That this convention express unqualified enthusiastic and active 
support to the drive for $1.25 minimum and for extension of coverage to the 
millions of workers so far excluded. 


RESOLUTION NO. 90 
Introduced by local 9 


Whereas millions of families have inadequate incomes to purchase needed 
goods and services ; and 

Whereas the Fair Labor Standards Act sets forth an inadequate minimum 
scale of $1 an hour, and also deprives millions of workers even of this low pro- 
tection : Therefore be it 

Resolved, That this convention go on record as favoring an increase in the 
minimum wage under the Fair Labor Standards Act to $1.50 an hour and an 
extension of coverage to all employees. 


RESOLUTION NO. 115 
Introduced by local 22 


Whereas the $1 hourly minimum wage, even when first promulgated by the 
Federal Government in 1955, was inadequate to meet the basic needs of the 
American worker and to sustain the purchasing power on which the American 
economy depends; and 

Whereas since 1955, a substantial rise in living costs reduced the purchasing 
power of the American worker, causing severe hardships for millions and exert- 
ing a harmful effect on the whole economy : Therefore be it 

Resolved, That the GEB* be instructed to undertake a national campaign to 
raise the Federal minimum wage to $1.25 an hour, to obtain a similar cents-per- 
hour increase for the workers of Puerto Rico and to extend the protection of 
the minimum wage law to the millions of American workers who are now denied 
its benefits ; and be it further 

Resolved, That, as a part of this national campaign, the GEB inform all mem- 
bers of our International of the position taken on the $1.25 hourly minimum by 
all Congressmen in areas in which we maintain locals. 


RESOLUTION NO. 139 


Introduced by the Los Angeles Cloak Joint Board and locals 55, 58, 84, 97, and 
512 

Whereas several bills before the Congress seek to raise the minimum wage to 
$1.25 an hour ; and 

Whereas the Fair Labor Standards Act was originally designed to protect the 
minimum living standards of American workers which the existing minimum 
fails todo; and 

Whereas coverage is now denied to over 20 million workers: Therefore be it 

Resolved, That this convention urge the enactment of a $1.25 minimum wage 
with extended coverage to those occupations now specifically exempt; and be it 
further 

Resolved, That all affiliates be instructed to conduct an intensive campaign 
among the membership to induce the Congress to enact such legislation. 


RESOLUTION NO. 148 
Introduced by local 10 


Whereas the present $1 Federal minimum wage was inadequate when it was 
enacted in 1955 and cost of living rose substantially since then; and 

Whereas over 20 million workers in retail, service, farm processing and other 
industries are not covered by the law and are unjustly denied the minimum wage 
protection they badly need ; and 

Whereas although the overwhelming number of the ILGWU members work a 
85-hour week, while the law, written 21 years ago, provides a general 40-hour 
standard despite the large-scale intervening increases in worker productivity : 
Therefore be it 


1 G@EB—General Executive Board of the International Ladies’ Garment Workers’ Union. 
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Resolved, That the Fair Labor Standards Act be amended to increase the mini- 
muin hourly wage from $1 to $1.25 to reflect at least in part the increases in 
living costs, productivity, and general wage levels, to bring the millions of 
workers now outside the scope of this law under its coverage; and be it further 
Resolved, That the present 40-hour workweek in the law be reduced to 35 hours, 







RESOLUTION NO. 161 





Introduced by local 25 


Whereas the Federal minimum wage was set at $1 per hour in 1955, and has 
remained frozen at that level ever since, despite a sharp rise in the cost of living 
as well as increases in average wages and productivity ; and 

Whereas millions of American working men and women are now denied the 
protection of the Federal minimum wage law; and 

Whereas the Kennedy-Morse-Roosevelt bill (H.R. 4488 and S. 1046) would in- 
crease the minimum wage level to $1.25 per hour, would extend the protection 
of the law to nearly 8 million workers not now covered, and would provide the 
same cents-per-hour increase in minimum wage levels in Puerto Rico as is 
enacted for the mainland : and 

Whereas enactment of this measure will help eliminate sweatshops, assure a 
better living standard for millions and strengthen our national economy: There- 
fore be it 

Resolved, That this convention call upon the Senate and the House of Repre- 
sentatives to act promptly and favorably on this measure. 















































RESOLUTION NO. 186 


Introduced by locals 60 and 60A 





Whereas the Federal minimum wage of $1 per hour is inadequate for even a 
bare standard of living; and 

Whereas the $1 minimum compares unfavorably with average industrial earn- 
ings which exceed $2.19 an hour; and 

Whereas more than 20 million workers are not even guaranteed the $1 mini- 
mum; and 

Whereas a modernized realistic Federal minimum wage law would help to pro- 
tect the standards in our industry and would strengthen the national economy by 
helping to maintain full employment and by increasing purchasing power : There- 
fore be it 

Resolved, That this convention go on record urging Congress to raise the Fed- 
eral minimum wage to $1.25 an hour and extend coverage to at least 8 million 
more workers. 





RESOLUTION NO. 204 





Introduced by local 155 


Whereas the rising cost of living erodes wage increases and other improve 
ments in working conditions obtained by organized labor; and 

Whereas to prevent serious deterioration in the workers’ standard of living 
the Federal minimum wage must be more realistically geared to the decreased 
purchasing power of the workers’ dollar and to their needs; and 

Whereas millions of workers are deprived of any protection from a Federal 
minimum wage and maximum hour law: Therefore be it 

Resolved, That the incoming GEB, in conjunction with the AFL-CIO, call 
upon Congress to amend the minimum wage to $1.25 an hour; and be it further 

Resolved, That Federal protection be extended to agriculture, service, whole- 
sale, and retail trade workers not yet covered by the law; and be it further 

Resolved,’ That the same cents-per-hour increase in the stateside minimum 
wage be automatically added to the existing industry minimums in Puerto Rico. 





RESOLUTION NO. 214 





Introduced by local 132 


Whereas millions of Americans live at bare subsistence because of extremely 
low wages; and 

Whereas millions of Americans are still exempted from coverage under the 
present law ; and 
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Whereas the existing minimum wage is inadequate and unrealistic in the light 
of the current day conditions : Therefore be it 

Resolved, That this convention endorse a Federal minimum wage of at least 
$1.25 an hour and an extension of the law’s coverage to all commercial, indus- 
trial, service, and agricultural enterprises. 


RESOLUTION NO. 229 
Introduced by eastern out-of-town department 


Whereas the present Federal minimum wage under the Fair Labor Standards 
Act is inadequate to the point that it does not even permit subsistence living; and 

Whereas the present minimum wage is denied to millions of low-paid workers 
in trade, service, and other uncovered industries: Therefore be it 

Resolved, That this conveniton demand that Congress increase the minimum 
wage to at least $1.25 and extend the coverage of such a minimum to all workers 
affecting interstate commerce. 


RESOLUTION NO. 238 
Introduced by Central and Western Pennsylvania District Council 


Whereas an increase in the Federal minimum wage and the extension of its 
coverage are vitally important to raise living standards and to reduce cutthroat 
wage competition: Therefore be it 

Resolved, That this convention call on ILGWU affiliates to induce the legis- 
lature in their States to pass resolutions memorializing Congress and the Presi- 
dent in support of the $1.25 minimum and broader coverage. 


RESOLUTION NO. 253 
Introduced by Chicago Joint Board and locals 18, 76, 100, 272, and 382 


Whereas through the effort of the ILGWU and the rest of the labor movement, 
the national minimum wage was increased to $1 per hour, thus helping millions 
of American workers to increase their standard of living; and 

Whereas the $1 minimum wage is inadequate: Therefore be it 

Resolved, That this convention go on record supporting a national minimum 
wage of $1.25 per hour; and be it further 

Resolved, That this convention instruct the president and the incoming GEB 
to use their good offices to this end. 


RESOLUTION NO. 248 
Introduced by upper south department 


Whereas all Americans must be assured of a basic minimum standard of living 
if we are to maintain a healthy economy at home and previde moral leadership 
in the free world; and 

Whereas the Fair Labor Standards Act aims at eliminating labor conditions 
which are detrimental to the maintenance of a minimum standard of living; and 

Whereas numerous workers in this great country of ours, and particularly in 
the Southern States, cannot make ends meet because they either lack the pro- 
tection of the national minimum wage or because they are paid the current 
national minimum wage which is manifestly inadequate: Therefore be it 

Resolved, That ILGWU actively and vigorously support the Kennedy-Morse- 
Roosevelt bill to increase the Federal minimum wage to $1.25 an hour and extend 
coverage to an additional 744 million workers. 


RESOLUTION NO. 255 


Introduced by southeastern region locals 


Whereas the Congress is now considering a revision of minimum wages and of 
extension of the law to some 8 million workers who are not presently protected 
by the wage and hour law; and 

Whereas the need for higher minimum wages is great throughout our Nation, 
but especially in the South where we live and where we are particularly conscious 
of the beneficial improvements brought about by higher wages, whether obtained 
by legislation or as a result of union activity; and 
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Whereas the industrial efficiency of Southern workers fully justifies the im- 
provement in their conditions which an increased minimum wage would bring 
about, thus placing their wages closer to those elsewhere throughout our great 
country: Therefore be it 

Resolved, That this convention endorse the increase in the minimum wage 
under the wage and hour law to at least $1.25 an hour and the extension of its 
benefits to workers not presently protected by this law. 


RESOLUTION NO. 266 
Introduced by Philadelphia Dress Joint Board 


Whereas the inadequacy of incomes continues to plague our Nation, bringing 
in its wake unnecessary hardship to many wage earners and their dependents 
and limiting the potential market for the products of industry and agriculture; 
and 

Whereas the Fair Labor Standards Act now provides a minimum wage which is’ 
much too low and deprives many workers even of its protection because of its 
restricted coverage: Therefore be it 

Resolved, That this convention again go on record in favor of a higher Federal 
minimum of $1.25 an hour, a parallel increase of 25 cents an hour to workers in 
Puerto Rico, and an extension of coverage to workers who are not now pro- 
tected by the Federal minimum. 


EXxHIsBiT 2.—Average hourly earnings, manufacturing, as of the dates of passage 
of the Fair Labor Standards Act and subsequent amendments, and March 1959 








| Manufacturing 

Minimum 

wage 

All Durable Nondur- passed 

goods able goods 
PE PI a ccst eusiaeocakiouwshodnmnpetneaeeaneencn $0. 63 $0. 68 $0. 59 $0. 25 
I nen SS cen creda middie bineand bone 1.39 1. 46 1.33 75 
FE BO oc cnt nsbphnpicdecimeakeabiinibetaciadbes 1.89 2. 01 1.71 1.00 
RINNE TRI =. socacindacosnchsencebnianhhachaasigettin wiashatatathimaih iio 2. 21 2. 37 | 1 OO Lianccccausen 
CHANGES 

oe eee eae ese = 1.58 1.69 1.40 75 
etter 3000 -Re ares TOGO nn i ok a cicccnneccnceueseeses . 82 .91 . 66 25 
Jury seer enee See. So . 32 . 36 08S 1<....aceee 


Source: U.S. Bureau of Labor Statistics, Employment and Earnings. 


Exuisir 3.—Range of average hourly earnings, manufacturing, by States, 1987 


Averave hourly earnings: # States 

25¢ to 30¢_......- Mississippi. 

35¢ to 40¢__.....- Florida, Georgia, South Carolina. 

40¢ to 45¢__.._.-- Alabama, North Carolina, New Mexico, Tennessee. 

456 to S06... ..<.. Virginia, 

50¢ to 55¢_...-.-- Maine, North Dakota, New Hampshire, Vermont. 

55¢ to 60¢_______- Arizona, Iowa, Idaho, Kentucky, Massachusetts, 
Nebraska, Rhode Island, South Dakota, Utah. 

60¢ to 65¢_ ......-. Colorado, Connecticut, Delaware, Kansas, Minnesota, 
Maryland, Missouri, New Jersey, New York, Oregon. 

65¢ to 70¢__.....- Illinois, Montana, Nevada, Oklahoma, Pennsylvania, 
West Virginia, Wisconsin. 

106 to: 75¢_ =... California, Indiana, Washington. 

4e0 U0 BOR: 2. cans Ohio, Wyoming. 

80¢ to 85¢___._._- Michigan. 

Not available_—__- Arkansas, District of Columbia, Louisiana, Texas. 


Source: Census of Manufactures, 1937 (cited in U.S. Bureau of Labor Statistics, Handbook of Labor 
Statistics, 1941 ed., vol. II, pp. 363 f. 
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EXHIBIT 4.—Range of average hourly earnings, manufacturing, by States, 


Average hourly earnings: 


$1:45 to $1.49...... 
$1.50 to $1.54____- 
$1.55 to $1.59____- 
$1.65 to $1.69___ 

$1.70 to $1.74 
$1.75 to $1.79_ 
$1.85 to $1.89 
$1.95 to $1.99____- 
$2.00 to $2.04____- 


$2.05 to $2.09____- 
$2.10: to $2.14... .. 
$2.76 W 32:79... .< 
$2.20 to $2.24... 


$2.25 to $2.29_ 
$2.30 to $2.34_.... 
$2.35 to $2.39_.... 
$2.40 to $2.44____- 
$2.45 to $2.49____. 
$2.50 to $2.54_..... 
$2.60 to $2.64_..-- 


January 1959 


States 
Mississippi, North Carolina, South Carolina, 
Arkansas. 
Georgia. 
Maine, New Hampshire, Virginia. 
Florida, Vermont. 
Rhode Island, Tennessee. 
Alabama. 
North Dakota, South Dakota. 


Kentucky, Massachusetts, Nebraska, New Mexico, 
Oklahoma. 

Louisiana. 

Missouri, Texas. 

Idaho. 


Connecticut, Delaware, Maryland, New York, Pennsyl- 
vania. 

Iowa, Kansas, Minnesota, New Jersey, Wisconsin. 

Colorado, Illinois, West Virginia. 

Arizona, District of Columbia, Montana. 

Utah, Wyoming. 

Indiana, Ohio, Oregon. 

California, Washingtong 

Michigan, Nevada. 


Source: U.S. Bureau of Labor Statistics, Employment and Earnings, April 1959, table C-8. 


Exuipit 5.—Wholesale price indexes, all apparel, and women’s and children’s 


garments 
[1947-49= 100] 


| 











Women’s Women’s 
Period All and Period All and 
apparel | children’s apparel | children’s 
garments ! garments ! 
I, gs :tbcsaaeckaadeass ted tilialaadenesicdl 101.2 101.3 | 98.5 98.8 
OO Su ceding 103. 2 103. 2 | 98.5 99.7 
ini» aksanedehapeiitiadnt | 95.6 95. 5 99. 6 100.4 
Se eee a ee | 96.3 96. 0 99.6 100. 1 
cesses ates eceitintones ies iievaliindbeax oti | 103. 8 102, 1 Mica pebbaewsabhabateds 99.3 | 100. 0 
| Rs eee | 100.0 99.2 |} March 1959................- 99.3 (?) 
99.3 98.7 


1 Special tabulation. 
1 Not available. 


Source: U.S. Bureau of Labor Statistics. 
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ExuHrsit 6.—Nonagricultural employment, by region and State 


| 
| 
| | 


Nonagricultural employment 
(in thousands) 


Percent change from 


Region and State 


1939 1949 | 1955 | 1958 1939 to | 1949 to 
1958 5 


Northeast 


— 


14, 902. +39. 7 


866.6 | +45. 
264. +20. 
1, 795. +24. 
180. +19. 
1, 887.9 | +34. 
5, 941. 2 
3, 590. +25. 
274. +12. 
102. 2 


| 38 | 
21 354 





Connecticut --- 

Maine. ‘ seanierdda tania dolla thine 
M assachusetts pathic del ieee ee 
New Hampshire 

New Jersey .-..------ Sieinseukacd 

oie scien esinlieboane 
Pennsylvania - ---- 

Rhode Island 

NP IIIIN 5 oc nccnavern 


CADRAWN=s 
Dawe rowaeo 
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LLPE | ge! 
women wor~wwow 
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13, 262.9 | +88. 





South 
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meee) > 
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716. 
339. 
147. 
500. 
1, 150. 
964. 
63. 
768. 
854. 
374. 
1, 078. 


Als ab ema 


~~ 
Ow] wl eoOaueawon | 
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+73, 
+97. 


52. 6 


re 
+65. 
+95. 
+75. 


+76. 


2 +74. 
£49.09 | +83. 4 
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9°3.4 
463. 5 
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++++ 





t+ttt 
PW © 


3 
oto me woo 


+++ 
8 
+4 
ee 
> 


a) 

me || ORO DUD ANAH OWN ODNO 
@ 
~ 


4. 
BS 





Cort Oana any 


ae 
BO 
oa 
+ 
Oe 
2 


> 6o & 5 Oc om o | 
tt DOWIE GHNAIDWNIORO | © 
grt 
= 








5 2S os 7 51 B 1 
@ 09 60 97 WO BIOS OW mI WON 


| 
| Pee TT pos 
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oa 


North Central 





ara Ls 
7 = So 


FP NI 9 po 
MOn rs nos 


3, 316. 0 
1, 329. 0 
634.8 
540. 2 
2, 177.4 


Indiana. 

Iowa Be 
Kansas. .-.---- 
Michigan --.-_- : 
Minnesota. .------ 
Missouri-_..----- : 
Nebraska. - - -- 
North Dakota_--- 
Ohio- . 
South Dakota. 
Wisconsin. 


tt+het 
a 
eae es 
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So 
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| Dek ibed 
n~ 
> 


+4++ 
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Arizona__- : ‘ 94. Al. f ; f ‘ +44. 2 +27.3 
Callformmia. .....--.-. 2. ‘ 7. F7. 5. +44.4 +9.1 
Colorado-_-_- . 3. 333. 33. f7. ’ +37. 1 
Idaho. _--_-- : 33. 5. 137. ! FO. L +20.0 
Montana__- HeEKe 8. A, FQ. 58. ’ +9.4 
Nevada__ Pde ancmani ‘ 34. Al. 84. ‘ “2. +71.0 
New Mexico--- J . ; Ei 31. : i +55. 7 
Oregon__- ‘ 9. ; : i .3 | +13.2 
Utah___ : a ; 23. é b 8. +30.9 
Washington_- i : L 6. sf). 83. +18.2 
Wyoming ‘ 53. k B5. a8. 63.5 | +11.4 











1 Less than 0.1 percent. 


Source: U.S. Bureau of Labor Statistics. 
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ExurBrt 7.—Changes in average hourly earnings and employment, different 
regions of the United States, 1955-56 





APPAREL INDUSTRY 





| | | 
Percent of change | Average hourly | Employment 

| earnings 

Region | 





| Wages|Employ-| 1955 | 1956 | 1955 | 1956 
ment 










East South Central_----- Lodagmivananiiaaaiebied | +10.3 | +5.1 



















| 

$0.97 | $1.07 | 90, 120 | 94, 734 

Se a a een +9.7 +5.4] 1.03] 1.13] 44, 809 | 47, 249 
Na aa itess ad ccc ana ils toeerteiaeee nies +9. 2 —Z1; 1.0 | 1.19 | 4, 760 | 4, 662 
NN EIRNNIN oo 2 a ie toetocgececs +8.2]/ +41] 1.10] 1.19] 149,045] 155,148 
West North Central..------2-222-22----77] 48.1 | +34] oa] 134] 53980] 55,816 
Peete ah ca aaececgn cdl des meses ceaaaecanbeme eee aot See +1.4; 1.4 1. 54 66, 489 | 67, 427 
Bre ANNE oo. 5. ceiawactcasnac --| +34] +1.4] 1.47 1.52 | 634,963] 643,724 
Seat North Central... ...<-5 5. nnnnncacsones +2.8 | —2.4 1. 41 1.45 113,868 | 111, 160 
New England._-..-..--- aon cise eae eines +2.3 | +1.1 1.31 | 1. 34 | 90, 320 91, 385 

| ' 
MANUFACTURING 

Waist eM ClOMtIOR ois os 585s pe ote ee +7.6 +3.7| $1.71 | $1.84] 767,873] 796,108 
ist Gouin Cantwell... cc cenctcecccca +7.2 +2.0} 1.53] 1.64 775,559 | 790, 703 
—_ i tencncmeae séitaaedon asad +6. 1 +2.6} 1.48] 1.57] 1,873,659 | 1,929,712 
RN No lens cs shag eeen aes | +5.2 +2.3| 1.74] 1.83] 1,473,990 | 1,507, 548 
Mount: iin : rssh abd ceetseceiabeneniumtaccetiaadah | +5.1 +5.0 1.95 2.05 | 219, 966 
West North Central_....................-..-- +4.8 42.4] 1.86] 1.95 | 1, 001. 220 
Middle Atlantic. .___- aces sieniak a bakacaeupe ae +4.7 +2.7/ 1.91] 2.00 ! 4, 494, 369 
RU AP RS a eeeS | +4.2] +49) 2.14] 2.23] 1,478,857 | 1,551,452 
East North Central.............-.------------ | +4.2 | +.2| 2.14] 2.23] 4,886,169 | 4,894, 254 















Source: U.S. Bureau of the Census, ‘‘Annual Survey of Manufactures.’”’ 





ExHIsit 8.—Average hourly earnings, manufacturing, Puerto Rico and U.S 
mainland, December 1958 




































Industry Puerto | U.S. main- | Wage differ- 
Rico | land ential 
——$_$__— ~ — —— —| — —_ 

Pe oi a rice pibbctgcgnccamaaaee $0. 83 $2.19 | $1. 36 
RE cn necatwaban se sammnisinee wabtiines enim ob milena 91 2. 36 | 1.45 
ae goods ____- ee ade | .80 | 1.97 1.17 

Food and kindred products Saas | . 90 2. 06 | 1.16 
To* acco manufactures - bee kaise elaoiel 51 1. 65 | 1.14 
Textile-mill products engi ik oaee ena aiiesnan . 87 | 1. 52 | 65 
Apparel and related products -- Kxine cgi . 78 1. 52 | . 74 
Lumber and wood products; furniture and fixtures ___ | . 69 1. 88 | 1.19 
Paper and allied products; os. te lishing and allied in- 

dustries -_- a a ; tial 1.03 2. 41 | 1. 38 
Chemicals and allied products. aa ‘ 1. 02 2. 36 1.34 
Petroleum re‘ining and related industries; rubber and miscel- | | 

laneous plastic products) -_---- i ai Spee 1.17 2. 59 | 1.42 
RIRGUN WINe DINE ONO ooo fo ois nics cecSncnucceutnectanan . 64 1. 59 | .95 
Stone, clay and glass products. -............-....-.--..----- . 96 | 2. 16 | 1.20 
Metal Is on es cd 1.03 | 2. 55 | 1. 52 
Machinery, except electric: ul; and transportation equipme nt_ } 1. 24 2. 56 | 1. 32 
Electrical machinery, equipment, and supplies 1.05 | 2. 20 | 1.15 
Professional and scientific instruments and related products a . 94 | 2. 24 | 1.30 
Miscellaneous manufacturing industries ject sina tensioned | . 76 | 1. 88 | 1.12 




















Source: Puerto Rico—Peurto Rico Bureau of Labor Statistics, Employment, Hours, and Farnines in 
the Manufact*'ring Industries in Puerto Rico, October to December 1958. U.S. mainland—U.S. Bureau 
of Labor Statistics, Employment and Earnings, March 1959. 

Senator Kennepy. The subcommittee will meet tomorrow at 10 
o'clock in this room to hear testimony from the Very ae ‘end Mon- 
signor George Higgins, of the National Catholic Welfare Conference: 
the American Retail Federation, and representatives of the National 
Retail Farm Equipment Association, the National Retail Merchants 
Association, the Associated Retail Bakers of America, and the Na- 
tional Automobile Dealers Association. 

(Whereupon, at 4 p.m., the subcommittee recessed, to reconvene at 
10 a.m., Friday, May 8, 1959.) 
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FRIDAY, MAY 8, 1959 


U.S. Senate, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTEE ON LaBor AND Pustic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess at 10:10 a.m., in room 

4232, New Senate Office Building, Senator Barry M. Goldwater 
presiding pro tempore. 

Present: Senators Goldwater (presiding pro tempore) and Mc- 
Namara. 

Committee staff members present: Stewart E. McClure, chief clerk; 
John S. Forsythe, general counsel; Ralph Dungan and Samuel V. 
Merrick, professional staff members; Michael Bernstein, minority 
counsel, and Raymond Hurley, minority profession] staff member; 
Joseph ‘Goldberg, technical assistant from U.S. Department of Labor. 

Senator Gotpwater. The subcommittee will come to order. The 
first witness will be Msgr. George Higgins, director of the Social 
Action Department of the National Catholic Welfare Conference. 

Monsignor, it is a pleasure to have you here. 

Monsignor Hicerns. Thank you, Senator. 

Senator GotpwateR. Do you have a prepared statement you wish to 
read or submit for 1m record ¢ 


Monsignor Hieerns. It is very brief, Senator, so perhaps I will 
read it. 


STATEMENT OF VERY REV. MSGR. GEORGE G. HIGGINS, SOCIAL 
ACTION DEPARTMENT, NATIONAL CATHOLIC WELFARE CON- 
FERENCE 


Monsignor Hicetns. My name is Msgr. George G. Higgins. 

I am director of the Social Action Department of the National 
Catholic Welfare Conference, Washington, D.C. The social action 
department is that section of the NCWC, the national secretariat of 
the Catholic bishops of the United States, that deals with social and 
economic problems. As director of the social action department, I 
offer the following considerations on proposed amendments to the 
Fair Labor Standards Act. 

The NCWC Social Action Department favors the early enactment 

of S. 1046 and related bills that would (1) extend the protection 
of the Fair Labor Standards Act to several million workers exempted 
from coverage in the original statute as amended; (2) set a minimum 

wage of $1. 25 an hour for covered workers. 


139 
41681—59 11 








140 TO AMEND THE FAIR LABOR STANDARDS ACT 





We favor extended coverage on the basis of simple humanity. A 
wage below the present standard of $1 an hour, or even below the 
proposed standard of $1.25 an hour, is utterly inadequate to support 
even a single person in view of present living costs. It could not 
provide even minimum food, clothing, housing, and medical care, 
except at levels of utter poverty. Even worse is the lot of those who 
must support dependents with such a wage. 

The grim truth is that when wages reach depths of 50 cents an 
hour, as brought out in testimony before this subcommittee, the entire 
community is paying far too high a cost for cheap labor. The first 
victims are those who through dire necessity must accept such pitiful 
yay. But ultimately the community must pay the price through 
Gries welfare services. 

In addition, it pays the enormous costs associated with slum condi- 
tions and the evils attendant upon them. 

When the Catholic bishops of the United States issued their state- 
ment last November on “Discrimination and the Christian Con- 
science,” they called to the attention of their fellow Americans the 
inherent dignity of each person. As human beings, children of God, 
we all have certain basic rights, independently of race, national origin, 
educational status, or cultural achievements. It is this same moral 
basis that is the foundation for the ethical demand for a living wage, a 
wage that permits the wage earner to obtain an income that allows 
truly human living, as contrasted with the bare, subhuman existence 
that results from starvation wages. 

The Department of Social Action, NCWC, has consistently held 
that when employers are forced by competition to pay low wages, they 
have a moral obligation to seek methods to stop what is, in effect, 
competition in exploitation of their fellow man. One of these methods 
is a legal minimum wage which puts a floor upon wage competition. 
We think that this minimum should be raised to $1.25 an hour, as an 
approach toward human needs in terms of present living costs. 

We are aware of the objection that raising wages in certain indus- 
tries and occupations may diminish the demand for the product or 
service and hence lead to unemployment. Past experience has shown 
that such fears are largely illusory. The American consumer is will- 
ing to pay fair prices for needed goods or services. We do not want 
to participate, even indirectly, in conditions that lead to exploitation 
of workers. 

The public today is sensitive to the prospect of higher prices in any 
area. It is concerned about the consequences of continuing inflation. 
In spite of this fear, valid in itself, we do not consider inflation as a 
sound argument against the proposed increase in minimum wages and 
coverage under the law. If costs and prices must be cut to insure a 
stable price level, then the cuts should come in segments of our econ- 
omy that enjoy favored status in regard to distribution of national 
income. 

As a final point, we would like to mention the argument that it may 
be a practical impossibility to secure both extended coverage and 
higher minimum wages. This view is urged both for political reasons 
and because of the economic difficulties of sudden adjustment to 


_ higher rates on the part of employers not presently covered by 
the act. 
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To the extent that these arguments have weight, past experience 
affords us feasible methods for meeting the difficulties. 

For example, it would be possible to raise to $1.25 an hour the 
minimum for workers presently covered by the act and for newly 
covered workers in industries where a substantial number of em- 
ployers are meeting currently present minimums. 

For other workers newly covered, this $1.25 standard could be 
set up as an objective to be reached over a period of several years, 
on the basis of annual increases in the minimum given to these 
newly covered workers. Thus we could begin, at least, to bring the 
minimum wage to a level that approaches bedrock needs for truly 
human existence. 

Senator, that is the conclusion of the brief prepared statement 
Ihave. If I may take one further moment—— 

Senator Gotpwater. Certainly. 

Monsignor Hiaerns. I would like to add a word on the coverage 
of farmworkers, which I understand is not being considered im- 
mediately by this subcommittee, but which is very much in the air 
in connection with amendments to the act. 

I am concerned about the problem, have been for a long time, 
but presently concerned about it in a particular way because I have 
just returned this morning from a 2-week survey of agricultural 
labor in the Southwest, and a further survey of the problem in 
Mexico itself, consulting with experts both in the United States 
and in the Republic of Mexico. 

I am convinced that it is imperative that in some way the Fair 
Labor Standards Act be extended to cover agricultural workers, 
and that in the absence of such coverage, there seems to be no way 
of breaking through toward a solution of the evils attendant upon 
the bracero program. 

At a future time if the subcommittee decides to hold hearings 
on the specific problem of agricultural labor I shall be happy to 
testify on this point in greater detail. 

Thank you very much, Senator, for your courtesy in inviting me 
to appear. 

Senator Gotpwater. Monsignor, while the bracero problem is not 
before us now, I would like to comment just momentarily on it. Liv- 
ing in a State that has had to go to the bracero because we cannot 
get domestic field labor, I have some understanding of the problem. 
We have had practically no difficulties in Arizona with the program. 
I will admit that the price per pound paid for picking cotton does 
not seem high, but because I speak Spanish I cash a great many of 
these checks that these braceros get for their work, and it is rather 
amazing the amount of money that these men take back to Mexico 
with them. 

I am sure that every American grower would rather have North 
Americans picking cotton and doing stoop labor in fields. But even 
if the price were raised, I am certain that we cannot get North Amer- 
cans to do that hard work now. There is some antipathy among 
North Americans lately—I don’t know what has caused it—against 
anything that smacks of real hard work. Now I have picked cotton 
myself, and I picked cotton in the days when we were paid 5 cents 
a pound to pick it, and I have seen Mexican families bring in as much 
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We favor extended coverage on the basis of simple humanity. A 
wage below the present standard of $1 an hour, or even below the 
proposed standard of $1.25 an hour, is utterly inadequate to support 
even a single person in view of present living costs. It could not 
provide even minimum food, clothing, housing, and medical care, 
except at levels of utter poverty. Even worse is the lot of those who 
must support dependents with such a wage. 

The grim truth is that when wages reach depths of 50 cents an 
hour, as brought out in testimony before this subcommittee, the entire 
community is paying far too high a cost for cheap labor. The first 
victims are those who through dire necessity must accept such pitiful 
yay. But ultimately the community must pay the price through 
bideeieh tate dex iciteh. 

In addition, it pays the enormous costs associated with slum condi- 
tions and the evils attendant upon them. 

When the Catholic bishops of the United States issued their state- 
ment last November on “Discrimination and the Christian Con- 
science,” they called to the attention of their fellow Americans the 
inherent dignity of each person. As human beings, children of God, 
we all have certain basic rights, independently of race, national origin, 
educational status, or cultural achievements. It is this same moral 
basis that is the foundation for the ethical demand for a living wage, a 
wage that permits the wage earner to obtain an income that allows 
truly human living, as contrasted with the bare, subhuman existence 
that results from starvation wages. 

The Department of Social Action, NCWC, has consistently held 
that when employers are forced by competition to pay low wages, they 
have a moral obligation to seek methods to stop what is, in effect, 
competition in exploitation of their fellow man. One of these methods 
is a legal minimum wage which puts a floor upon wage competition. 
We think that this minimum should be raised to $1.25 an hour, as an 
approach toward human needs in terms of present living costs. 

We are aware of the objection that raising wages in certain indus- 
tries and occupations may diminish the demand for the product or 
service and hence lead to unemployment. Past experience has shown 
that such fears are largely illusory. The American consumer is will- 
ing to pay fair prices for needed goods or services. We do not want 
to participate, even indirectly, in conditions that lead to exploitation 
of workers. 

The public today is sensitive to the prospect of higher prices in any 
area. It is concerned about the consequences of continuing inflation. 
In spite of this fear, valid in itself, we do not consider inflation as a 
sound argument against the proposed increase in minimum wages and 
coverage under the law. If costs and prices must be cut to insure a 
stable price level, then the cuts should come in segments of our econ- 
omy that enjoy favored status in regard to distribution of national 
income. 

As a final point, we would like to mention the argument that it may 
be a practical impossibility to secure both extended coverage and 
higher minimum wages. This view is urged both for political reasons 


and because of the economic difficulties of sudden adjustment to 


— higher rates on the part of employers not presently covered by 
the act. 
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To the extent that these arguments have weight, past experience 
affords us feasible methods for meeting the difficulties. 

For example, it would be possible to raise to $1.25 an hour the 
minimum for workers presently covered by the act and for newly 
covered workers in industries where a substantial number of em- 
ployers are meeting currently present minimums. 

For other workers newly covered, this $1.25 standard could be 
set up as an objective to be reached over a period of several years, 
on the basis of annual increases in the minimum given to these 
newly covered workers. Thus we could begin, at least, to bring the 
minimum wage to a level that approaches bedrock needs for truly 
human existence. 

Senator, that is the conclusion of the brief prepared statement 
Ihave. If I may take one further moment 

Senator Gotpwater. Certainly. 

Monsignor Hicerns. I would like to add a word on the coverage 
of farmworkers, which I understand is not being considered im- 
mediately by this subcommittee, but which is very much in the air 
in connection with amendments to the act. 

I am concerned about the problem, have been for a long time, 
but presently concerned about it in a particular way because I have 
just returned this morning from a 2-week survey of agricultural 
labor in the Southwest, and a further survey of the problem in 
Mexico itself, consulting with experts both in the United States 
and in the Republic of Mexico. 

I am convinced that it is imperative that in some way the Fair 
Labor Standards Act be extended to cover agricultural workers, 
and that in the absence of such coverage, there seems to be no way 
of breaking through toward a solution of the evils attendant upon 
the bracero program. 

At a future time if the subcommittee decides to hold hearings 
on the specific problem of agricultural labor I shall be happy to 
testify on this point in greater detail. 

Thank you very much, Senator, for your courtesy in inviting me 
to appear. 

Senator Gotpwarer. Monsignor, while the bracero problem is not 
before us now, I would like to comment just momentarily on it. Liv- 
ing in a State that has had to go to the bracero because we cannot 
get domestic field labor, I have some understanding of the problem. 
We have had practically no difficulties in Arizona with the program. 
I will admit that the price per pound paid for picking cotton does 
not seem high, but because I speak Spanish I cash a great many of 
these checks that these braceros get for their work, and it is rather 
amazing the amount of money that these men take back to Mexico 
with them. 

I am sure that every American grower would rather have North 
Americans picking cotton and doing stoop labor in fields. But even 
if the price were raised, I am certain that we cannot get North Amer- 
icans to do that hard work now. There is some antipathy among 
North Americans lately—I don’t know what has caused it—against 
anything that smacks of real hard work. Now I have picked cotton 
myself, and I picked cotton in the days when we were paid 5 cents 
a pound to pick it, and I have seen Mexican families bring in as much 
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as $60 and $70 a day for their family coffers. I have never seen a 
North American willing to work that hard. 

I think you are going to find that regardless of what we do in agri- 
culture—minimum wage, better living conditions, et cetera—we are 
not going to entice the North American into that labor. 

Monsignor Hicerns. Senator, if I may comment on that briefly, I 
would like to give it achance. I don’t think we know as yet what can 
be done in terms of reorganizing the agricultural labor market in the 
United States. I suspect that you are correct when you say that to 
some extent we will need a supplementary labor program from outside 
the country because of the growing unwillingness of domestic workers 
to do certain types of labor. 

On the other hand, we do know that a vast number of domestic 
American agricultural workers move every year to do precisely that 
type of labor, when it would seem more rational to try to reorganize 
the agricultura] labor market in such a way as to at least diminish 
their need of being on the move. 

The number of domestic Mexican-Americans, for example, who 
leave Texas every year is substantial. I don’t think that the majority 
of them leave because of a wanderlust or because of some inherent 
desire to be on the move. They leave normally because they can find 
more attractive wages outside the State, or at least they think they 
can. And I am not proposing or suggesting that the extension of the 
coverage of this act to agricultural workers would be a panacea. 

I think it is one element in the picture, one step or one move which 
might begin to bring some rationality into the agricultural labor pro- 
gram, and put us in a better position to know to what extent we need 
this outside labor. The only fact we know is that a program which 
started ostensibly and actually as a purely emergency supplementary 
measure during the war period has now increased to a total of over 
450,000 a year. 

And from al] indications the number this year will be at least that 
high, if not higher, which I think compels us to ask the question 
whether or not we want to go on operating on that basis, assuming 
that a constantly increasing number of workers from other countries 
is the rational way in which to organize our agricultural labor market. 

I don’t think it is, but rather than delay the subcommittee this 
morning, I would let it go at that and suggest again that if the sub- 
committee decides in due time to have hearings on that phase of the 
problem, I shall be happy to come back and testify on it in greater 
detail. 

I do know this, from previous experience and more immediately 
from this 2 weeks’ survey of the problem, that it is a problem which 
cannot be ignored much longer. When we bring in 450,000 outside 
workers, I think we are almost inevitably postponing any solution to 
the wage problem in our area among our own agricultural workers. 

Whether we intend to do it or not, and I am sure we do not intend 
to do so, we are, I think, inevitably lowering the wage rate of our 
own workers, and are not rationally approaching a problem which in- 
stead of getting better seems to be getting worse. 

Senator Gotpwarer. I might say again, that I know of no North 
American farmers or ranchers who like to use braceros over North 
American labor. It entails a tremendous expense, in spite of the propa- 
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ganda that we hear back here. The people in the cotton business in 
southern Arizona have gone to great expense to provide adequate 
housing, adequate transportation, sanitary facilities, and so forth, 
and they would much prefer a North American to do that work. 

Now you mentioned the itinerant nature of the business. The main 
facet of our western agriculture is the facet that enables people willing 
to work in it to make fairly good incomes. 

I am not going to compare it with a highly paid man in industry in 
the East, but nevertheless a family working the circuit as we call it, 
whether he follows cantaloup from Salinas, Calif., to the Imperial 
Valley, to our valleys and up in Colorado and starts through other 
crops and winds up with cotton, and starts over again, provides 
himself witha rather comfortable annual income. But I will say this. 
It takes a devil of an amount of work, and it would be the happiest 
moment of my life to see Americans willing to work that hard again. 

I doubt, sir, that money alone is going to solve this. 

Monsignor Hicerns. No, I don’t 

Senator Gorpwater. As I say, I can cite examples, and I think you 
have seen them, of the opportunity for making money in the picking of 
cotton. But this is passed over by people who do not want to work 
that hard, who will go to the coast or other places and take jobs in 
aircraft factories at wages lower than they could actually make if they 
wanted to work hard in the fields. 

Monsignor Hieerns. I think again, Senator, that you undoubtedly 
have a point. However, I would say again that I would like to see us 
do certain things so as to be able to test that hypothesis. And one of 
the things I would like to see us do is to set some minimum standards. 
You speak of the growers and the farmers preferring to use domestic 
labor if domestic labor were available and I am not here to criticize the 
growers. But I do know this, and I think from where you sit and from 
where Senator McNamara sits you would be able to confirm my im- 
pression that the opposition currently of the growers to the proposed 
regulations, the regulations proposed by the Department of Labor, for 
higher standards to be met by the growers who use domestic labor 
under the employment services, the opposition to that is extreme. 

I have been in Washington 20 years, almost 20 years, following this 
type of problem pretty closely. I don’t know of any other campaign 
of opposition that has been any more vocal or any more forceful 
than this one has been. So that without casting aspersions on the sin- 
cerity of the growers, I am forced to wonder why they are so violently 
opposed to these minimal standards that have been proposed by the 
Department of Labor. 

Senator Gotpwater. I might suggest that there is a relationship 
between parts of that opposition. Now I am not absolving all growers 
from the charge you make. I know that exists. I know it exists in 
every segment of our economic life, the desire to make money on the 
suffering of other people, and I doubt, human nature being what it is 
and has been throughout history, that we are ever going to change 
it. But there is a great fear on the farmers’ part that if you put into 
effect a minimum wage, then, that becomes also a maximum for work, 
because when a minimum wage is put at a certain level—for example, 
in the picking of cotton where a man doesn’t have to pick 100 pounds 
of cotton a day in order to make what he is making today—a man 
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will pick all that he has to and that is all. And I might say—we are 
getting a little off the path here but I think it is going to bear on it 
before we get through—one of the great things wrong in this country 
today has been this across-the-board wage scale that is common in 
industry. 

We have destroyed incentive throughout industry by these across- 
the-board wage raises and across-the-board wage scales. My philos- 
ophy is, if a man can produce $100 worth an hour, pay him $100 an 
hour, but if he can only produce $1 an hour, that is all he is worth. 
And if you raise these minimums to a point in agriculture where they 
become a maximum, then you will begin to see food prices really go 
up, as we have seen prices in other areas go up where they shouldn't 
have gone up. They have gone up only because of what I call un- 
earned wage increases. 

Monsignor Hicerns. Senator, as recently as a year ago in testifying 
on Public Law 78, the bracero program, I heard a colleague of yours 
from the other Chamber say publicly, if I may say so respectfully I 
think he stated it for the benefit of the growers in the back of the 
hall, that he was opposed to a minimum of 50 cents, which the Depart- 
ment of Labor was administratively trying to put in, but he said fur- 
ther than that “I am opposed to a minimum of 5 cents. I am opposed 
to any minimum.” 

So that I think we are talking really about two points. I would be 
willing to engage in a discussion on where the minimum should be. 
But what we have failed to admit I think is the necessity of any legal 
minimum with regard to agricultural labor. 

And if I may make one more point on the brocero program, you 
stated, and from your experience I am sure accurately, that the growers 
that you know would prefer to use domestic labor, I have just come 
from Texas, from Mexico, but from Texas last week. Some growers 
in Texas have now suggested, and seriously according to the news- 
papers and private accounts, that the Texas Legislature institute an 
investigation of those people in the State who are trying to put a 
stop to the bracero program. 

I am happy to say that the first witnesses before that investigating 
committee would be all of the Catholic bishops of the State of Texas. 
But this indicates a rather severe type of opposition to any attempt to 
bring some kind of order and rationality into the program. 

We can discuss details and disagree honestly about them. But 
I think this illustrates something more than details. It illustrates 
principle as does the opposition to any kind of a minimum. 

Senator GoLtpwater. I won’t disagree with you for a moment that 
that does exist, and I know it exists in Texas. In fact, it has been 
the program in the State of Texas, if I might say so, that has given 
a blackeye to the whole bracero program. As I say we have had a 
minimum of trouble in Arizona and southern California. 

These people move. You will find a lot of Mexicans in Detroit 
today. You will find Mexicans in New York, Mexicans in cities 
doing manual labor who have come in under the Bracero Act, and 
they are not even here legally. I imagine there are close to a million 
and a half, possibly more, floating around the United States who are 
not supposed to be here. I don’t hold for one moment with the 
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Texan or Californian or the Arizonan who wants to use bracero 
labor only because it is cheap. I want to see them use labor that 
can produce. If American labor can do it let them do it. 

Now this 50-cent minimum gets us back on the track. In Arizona 
and in California actually the average minimum is about 50 cents. 
It averages around 80 cents if my memory serves me correctly. But 
there are those who make less than 50 cents. There are those that 
make more than $1.25. But we will always have the laggard. We 
will always have the ones who will not work, who in many cases are 
perfectly happy to be at the bottom end of the spectrum. 

Now getting back to the point: for instance, in retailing the aver- 
age of all retail establishments in 1956 was $1.57 an hour. I will admit 
that that includes the salesman who can produce for himself at a 
scale of $3 to $4 an hour and it includes the sales person who just 
will not work, who just wants a place to sit all day and who is 
perfectly happy to make 75 cents now an hour. I don’t hold with 
those people, but I wanted to point out that in the retail industry 
$1.57 was the average in 1956, and it went up from $1.18 in 1950. 
My latest figures I don’t have with me. They are over on my desk. 
But this is indicative of the fact that when a person really wants 
to put out, that minimum wage is there and he can get it, and more. 

Monsignor Hicetns. Well, I wish I could agree with you, Senator. 
I have seen too many cases where it isn’t available even if the man 
would work himself to the bone. 

Senator GotpwarterR. I will agree with you there. I will also agree 
with you that there are large firms in this country which throughout 
the small communities of America pay what I call inadequate wages. 
But my contention is that the retail industry should not be lambasted 
for the actions of a relative few when the average retail wage is 
$1.57 an hour. 

There are many things that go into this retail business that the 
witnesses yesterday did not take into consideration. Retail em- 
ployees come from groups of people who are normally not interested 
in industry, women, young women who are waiting to get married, 
widows, people who are looking for a nice job that they can do 
throughout the rest of their lives. I wish it were different, but 
that is the case in the retail industry. 

Monsignor Hicetns. I haven’t mentioned the retail industry spe- 
cifically. I would say as far as my testimony goes, if the shoe fits, the 
testimony applies. 

I am speaking here necessarily in rather general terms, and don’t 
claim to know the details of every segment of the retail industry or 
any other industry. But I do know from my own experience that 
there are industries in the United States or segments of industries 
which call for the extension of this act and in which a person, in 
spite of his best efforts, is not able to earn anything comparable to a 
decent wage. 

And we are not speaking here of a living wage. I hope that no 
one would pretend that $1.25 an hour is a living wage today. We 
are speaking of a bare minimum. I, as my collar indicates, am a 
single man. I surely would hate to live on $1.25 an hour today. 

It just can’t be done. How a person can raise a family on $1.25 
an hour is just beyond my comprehension. I can’t even conceive of 
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how they doit. Some of them apparently are doing it through heroic 
struggles, but I don’t think we have a right to ask people to make 
that kind of heroic sacrifice. But I think we ought to be very clear 
on that point, Senator. 

T am not speaking here of a living wage. This is not my concept of 
a living wage. 

Senator Gorpwarer. I grant you that. I am trying to make the 
point that, in an industry that was rather roundly lambasted yester- 
day, we find the average hourly wage in 1956 was $1.57, and my 
feeling is that the 1958 average would be $1.60. 

And we also have neglected to bring out, and I hope testimony will, 
how many people are actually working for these salaries of 75 cents 
and 50 cents and 35 cents. 

Monsignor Hicerns. Senator, if your figures are correct, and I have 
no reason to question them at the moment, then I should think that 
there would be no opposition from the retail industry to this provision, 
because it would in no way cause them any discomfort whatsoever. 
If they are paying over the wage, fine. Nobody is asking them to 
pay higher. 

Senator Gotpwater. The opposition from the retail industry is not 
to the $1.25 or the dollar or the dollar and a half. It is the fact that 
still another industry comes under Federal control. And, frankly, I 
cited a moment ago the dilemma that we are finding ourselves in 
today in this country through regulated wages and subsequent regu- 
lated prices caused by them. 

We are going to get in more and more trouble if we keep regulating 
business. Now I will admit as a merchant that we may have mer- 
chants who pay substandard wages. I am not proud of that. I 
would like to see them pay higher wages. I know that some of them 
can pay higher wages. 

The dollar and a quarter is going to work a hardship not with the 
big businesses, not with the stores in the large cities. It is going to 
work a hardship with the little Main Street merchant who has a 
woman come work for 4 or 5 hours a day or 2 hoursaday. People in 
colleve work a few hours after school to keep a family store open, 
and if the store has to pay $1.25 it can hurt them. Some people would 
say, Well, if it hurts them, that is too bad. But as a retailer I am not 
concerned about a dollar and a quarter or a dollar or whatever the 
amount. I am concerned about the Government stepping in and 
rerulating another business. 

Monsignor Hiaarns. Senator, I would enjoy a long discussion 
on this because I am intensely interested from the point of view of 
not only fact but philosophy and history, and the history of this act 
will show very clearly the argument of the small businessman was used 
by the largest corporations in the United States when they opposed 
the original act, that this act was opposed consistently. 

I was around when some of the battles were being fought. I have 
read of the others. And even the largest corporations would come in 
and use the argument that they were only concerned about protect- 
ing the small firm. If I may go back for a moment to the question of 
Federal regulation, and refer back again to the bracero program, you 
have what appears to be a great inconsistency in that field where 
the growers are being given tremendous assistance by the Federal 
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Government in recruiting able-bodied workers for their crops, and 
they are getting the cream of the Mexican labor crop, the agricultural 
crop, young men in full vigor of their health, thoroughly inspected 
to make sure that they are farm laborers and not unemployed workers 
from the cities. This is all done through a vast administrative ma- 
chinery of the Federal Government in cooperation with the State 
employ ment services. 

I gather that the farmers are not unhappy about that kind of 
Federal assistance. It takes a great deal of Federal intervention and 
Federal assistance to get that program into operation and to keep it 
moving. And then to have them turn around and say that any regu- 
lation on the part of the Federal Government of agricultural labor 
in terms of wages is an intervention, an illegal or unwarranted type 
of intervention of the Federal Government I won’t say strikes me as 
hypercritical but I will say inconsistent. 

Senator Gotpwarer. I can see parts of your argument and under- 
stand and agree with parts of your argument, but the bracero pro- 
gram came about as a necessity. People thought we had to have 
Mexican laborers in our country to pick our crops or we wouldn't 
get our crops picked. That is how bad it was. Now we might say, 
let a man get his wages tied to the levels of western agriculture and 
eastern agriculture also. If we did that and put wages up auto- 
matically—just raised them without recognition of any of the other 
economic facts to a point that would compete with the industrial 
wage—food prices would go over the hill. 

Monsignor Hieers. I am not suggesting anything quite that 
drastic, that we do anything that quickly and that suddenly. 

I am suggesting that we give it some consideration taking the facts 
into account. But in the final analysis, and this is my position as a 
person representing the ethical point of view—in the final analysis 
if having tried everything else we found that there was only one 
way to get any kind ‘of basic justice for the workers and that was to 
raise food prices, I would say as an American citizen, let’s raise food 
prices. 

I start from the assumption that the first obligation of the economy 
is to meet the demands of justice for the person who contributes to it. 
And that if the way to have low food prices is to have workers who 
are getting vastly substandard wages, then there is something wrong 
in that from the point of view of ethics. 

I don’t think the situation is that drastic. I think there are meas- 
ures we can take in between those two extremes. 

But to illustrate my point, an ethical point, I would be prepared 
to go that far and to say if that is the only way we can do it, if the 
increase in wages would bring about necessarily and inevitably an 
increase in prices for food, then let’s pay the higher prices for food. 
I don’t want to eat food, T can’t in good conscience eat food that can 
only be produced at substandard wages. I have no right to. 

Senator Gorpwater. I know we can go on with this all morning but 
T want to make one closing comment. “Tf we do what you suggest— 
T admit that in America we would have a hard time arguing against 
it from an ethical standpoint—the point at which we put these wages 
would very rapidly fall into the same category that the 35 cents and 
50 cents an hour wage is today. 
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In other words, let’s say that we arbitrarily, in order to get domestic 

farmworkers, raise them to a dollar and a quarter an hour minimu 
it would not be 2 years before they would be worse off at a dollar an 
a quarter than they were at 75 cents. 

Monsignor Hicerns. Senator, I think they would like to run the 
risk. I would if I were a farmer. 

Senator Gotpwarter. This is an economic fact that was handed down 
to us. I think the first trouble we ever ran into this was in the days 
of Babylon. We ran into it in Greece. In other words, when you 
begin to build government props and unnatural props under any part 
of our economic system, whether it be prices or wages, -we begin to 
destroy it. We are seeing it in agriculture today. For instance, with 
this dollar and a quarter—as I say I don’t care if it is $1.25 or $1.50, 
or what it is—it won’t be long before we are going to have other hear- 
ings, maybe 2 years from now, to point out that the dollar and a 
quarter is a substandard wage. 

Why? Because it is an unnatural approach to reaching a platform. 
I recognize the ethical position that you have taken on this, and I 
would like to be able to join in that with economic facts. But if we 
keep at this, we are just pushing prices up, up, up, up, and wages have 
tocome up, up,up. And the two would flow up together. 

Monsignor Hieerns. As I said, Senator, I was in Mexico all last 
week and I did some checking on the wages there. The average 
worker in Mexico City is earning roughly the equivalent of a dollar 
aday. The average member of the union to which Senator McNamara 
belonged, I suppose still belongs at least on an honorary basis, is much 
higher than that because of trade-union activities plus legislation. 
It has led to problems here, the type of problem you refer to. I sup- 
pose you are referring to the general inflationary problem. 

That is a problem. But it is vastly superior to what they have in 
countries which don’t have this type of protection. And the fact 
that doing one right thing leads to problems to me is no answer for 
not doing it. 

It means that we should face up to the problems and try to look at 
the whole problem of inflation. But it is to me something that we 
can’t ignore from the point of view of ethics that we have vast num- 
bers of people in this country earning substantially less than $1.25 
an hour. I don’t think it speaks well for our economy or for our 
country and from the point of view of ethics I think it is indefensible. 

Senator Gotpwater. I might say in closing that the Mexican wage 
that you speak of has trebled in the last 9 years. But their produc- 
tion has gone up. I know Sears, Roebuck in Mexico in 1947 or 1948 
told me that they imported over 90 percent of their merchandise from 
the United States. Now I believe it is less than 20 percent, because 
the Mexican people are making it themselves. They started from 
nothing 15 years ago. We started from nothing 200 years ago. 

Monsignor Hieerns. Surely. 

Senator Gotpwarer. I think frankly they are making greater 
strides than we are in productivity; there is no question of it. And 
their wage increases will be of a greater magnitude than ours, but 
they will be earned wage increases. 

Monsignor Hicerns. Productivity in agriculture, if I may conclude 
on agriculture, which was an irrelevant note in this discussion on my 
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art, if I may conclude on that, I think the statistics would show, 
Senet, that there is one field in this country in which we have made 
great strides in eae 

I can see the argument that is being carried on in the steel industry 
now and I am not going to take sides on it at the moment, but I rec- 
ognize the relevance of the argument, of productivity, as a basis for 
wage increase. But in the field of agriculture I think the statistics 
will show that there have been substantial increases in productivity, 
but not a comparable increase in the wage rate. 

Senator Gotpwarter. I might say, if we can close this discussion, 
that has been brought about through mechanization. Now, in my 
State, for instance, a farm State, we had 113,000 people dependent on 
agriculture in 1950. Today that figure is closer to 80,000. Yet agri- 
cultural income has trebled. We are mechanizing. We are getting 
bigger in farming and that is why we are producing. 

It hasn’t been that the man has gone out in the field and picked 
more. The machines go out in the field and pick more. 

Monsignor Higerns. Oh, surely. 

Senator Gotpwater. That, of course, is another answer to unobtain- 
able workers, and it is an answer also to unnatural wages. 

Monsignor Higerns. Senator, I’m sorry; I know you have other 
witnesses and I’m sorry I raised that point. Thank you very much. 

Senator McNamara (presiding). Monsignor, please don’t leave for 
just a minute. I want to thank you for your fine testimony. It is 
going to be very helpful to the committee. I am sure this colloquy 
that we have all enjoyed just now shows a great difference in point 
of view. But we have some migrant workers in my State, for in- 
stance, and their conditions are not good. Isn’t this a question of 
price of labor largely? Certainly there are many Americans now 
who are unemployed who would be attracted to these jobs. 

In all of this colloquy that we just had, it seems to indicate a belief 
that the cost is related to the retail price. There might have been a 
time in our history when that was so, in our economy. But I think 
in recent years that the price has been whatever the freight will bear, 
and I think this is grossly inflated. 

Again I want to thank you and I assure you we will be glad to hear 
from you again when we consider the problems of migrant workers. 

Monsignor Hieains. Thank you and before I leave, Senator, may I 
express the hope that you and your colleagues will hold hearings, 
separate hearings, on a minimum wage for agriculture. 

I am personally very disappointed that the subject, for a number of 
reasons which are quite understandable to me, had to be eliminated 
from the general hearings, but I think it would be most unfortunate 
if we let this opportunity pass at a time when there is a renewed 
interest in the agricultural labor problem, if we let the opportunity 
slip away, because the problem has been swept under the rug cue 
too long. 

Senator McNamara. Monsignor, we can’t guarantee that we will 
but we will do everything we can to that end, you can be sure. Thank 
you. 

Monsignor Hicerns. Thank you, Senator. 

Senator McNamara. Mr. Mueller, of the American Retail 
Federation. 
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STATEMENT OF RUSSELL R. MUELLER, MANAGING DIRECTOR, 
NATIONAL RETAIL HARDWARE ASSOCIATION ON BEHALF OF 
THE AMERICAN RETAIL FEDERATION, AND THE NATIONAL 

RETAIL HARDWARE ASSOCIATION 








Mr. Muruurr. Senator, I am Russell Mueller, of the National Retail 

Hardware Association, and this is Mr. Walker who is a retailer in 
Mississippi. 

Senator McNamara. Glad to have both of you gentlemen here. 
Will you proceed in your own way ? 

Mr. Mueu.er. The statement that I would like to present is in 
behalf of the American Retail Federation of which the National Re- 
tail Hardware Association is a member. I have also submitted to 
your committee a statement for the National Retail Hardware 
Association. 

The American Retail Federation is comprised of some 30 national 
retail associations similar to the National Retail Hardware Associa- 
tion, and 38 State retail associations. 

In total in would be representative of approximately 800,000 retail 
establishments. The American Retail Federation is located in Wash- 
ington. I am from Indianapolis which is the headquarters of the 
National Retail Hardware Association. Membership in the hard- 
ware association is also described in the statements submitted to you. 
It covers some 23,000 hardware stores and they are located in 10,278 
communities. 

Since both statements, the American Retail Federation and the 
National Retail Hardware Association, are already filed with the 
committee, to conserve time I will merely outline some pertinent 
points for your consideration on both statements. 

In presenting this outline I would like to make six points for all 
retailing as represented by the American Retail Federation. Then I 
would like to illustrate each point by using examples from retail 
hardware stores, their experiences, which stores I am more familiar 
with and better qualified to speak. So with your permission I will 
then make my six basic points and then elaborate each of these points 
from the experience of a hardware-store operation. 

Senator McNamara. That is fine and you, I take it, want your com- 
plete statement printed in the record ? 

Mr. Muertuer. Yes; both statements, the ARF and the National 
Retail Hardware Association. And I will merely outline at this 
point to conserve the time. 

Senator McNamara. All right. 

(The statements referred to follow :) 




























STATEMENT OF RussELL R. MUELLER, MANAGING DIRECTOR, NATIONAL RETAIL 
HARDWARE ASSOCIATION, ON BEHALF OF THE AMERICAN RETAIL FEDERATION 







My name is Russell R. Mueller. I am managing director of the National 
Retail Hardware Association with offices at 964 North Pennsylvania Street, 
Indianapolis, Ind. I am presenting this statement on behalf of the American 
Retail Federation, of which the National Retail Hardware Association is a 
member. I am also submitting a statement on behalf of the National Retail 
Hardware Association. 

The American Retail Federation is a federation of 30 national retail associ- 
ations and 38 statewide associations of retailers, representing through their 
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combined membership more than 800,000 retail establishments. The offices of 
the federation are at 1145 19th Street NW., Washington, D.C. The names of the 
member associations joining in this statement are attached. The membership 
of the National Retail Hardware Association is described in my separate state- 
ment for that organization. 

The American Retail Federation submits this statement to present its views 
on S. 1046 and similar bills, which would virtually destroy the retail exemption 
in the Fair Labor Standards Act of 1938, as amended. This exemption, which 
has been in the act since its inception, would be destroyed by a vast extension 
of Federal power, and by a nearly complete change in the concept of the act. 
Briefly stated, the present law bases its concept of coverage on the nature of the 
duties of the employee and covers employees who are engaged in interstate 
commerce or in the production of goods for interstate commerce. The bill, while 
retaining this concept, goes far beyond and proposes to extend coverage based 
on the nature of the activities of an employer. In short, this bill would cover 
all employees of any employer who was engaged in any activity affecting inter- 
state commerce. 

The American Retail Federation vigorously opposes these proposals because— 

1. Retailing is local in nature; the vast bulk of retail sales are not made 
in interstate commerce. 

2. Such a vast extension of the Federal power to regulate local intra: 
state industry cannot be justified by the facts. 

3. It is proposed to regulate retail enterprises on the basis of size, a 
proposal which is highly discriminatory in nature. 

4. The effect of the proposals would be to increase retail costs and thus 
increase retail prices, which would be highly inflationary in nature, since 
the increase in cost would not be accompanied by an increase in produc- 
tivity. 

5. If enacted into law, these proposals would be costly to administer 
and virtually impossible to police equitably. 

6. The reasons given for enactment of the bill do not apply to retailing. 

The act now exempts employees of any retail establishment when more than 
50 percent of the sales of the establishment are made in the State in which the 
establishment is located. This exemption did not just happen into the law. 
It was carefully thought out at the very beginning. In proposing a minimum 
wage law in 1937, President Roosevelt stated: “There are many purely local 
pursuits and services which no Federal legislation can effectively cover.” 

Similarly, Senator Black (now Justice Black of the U.S. Supreme Court), 
who sponsored the original wage and hour bill in the Senate, said: “Businesses 
of a purely local type which serve a particular local community, and which do 
not send their products into the streams of interstate commerce, can be better 
regulated by the laws of the communities in which the business units operate.” 

These statements are as true today as they were in 1937-38. Retailing is 
essentially a local business, subject to local conditions. Retailers do not com- 
pete with retailers in other States, nor even in other cities. They compete with 
local merchants in the same town and, in the case of the smaller merchants, 
only with merchants in the same part of the town. They sell to the same local 
customers and draw their employees from the same local labor market. Wages 
and prices are largely determined by local conditions and by local conditions 
alone. Conditions in one town have little or no effect on conditions in another 
town. 

Retailing, regardless of the kind or the size of its operations, is essentially 
intrastate in character. It is quite true that there are many large retail or- 
ganizations, many of which do business in more than one State. But, neverthe- 

less, these retailers in their individual store operations—and it is in the indi- 
vidual store where the merchandise must be sold to the customer—are no 
different from the corner grocery store or the general store at the village cross- 
roads. They are governed by purely local conditions and they must tailor their 
operations to suit their customers’ needs and shopping habits, and they must 
draw their employees from the local lubor market. 

If wages and hours of retail stores need regulating, this should be done at 
the State level where the complexities of local conditions ¢an be studied and 
appraised and where solutions can be found which are fair and nondiscrimina- 
tory. A Federal standard simply cannot be drawn that will fit the needs of the 
retail industry. If the standard is high enough to fit the conditions in a high- 

cost town or State, it becomes far more than a minimum in a low-cost locality. 
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A standard based on the needs and conditions of a low-cost locality becomes 
ridiculous in a high-cost one. 

This is aptly illustrated in a survey of retail wages and hours conducted by 
the Bureau of Labor Statistics in 1956. This survey, “Employee Earnings in 
Retail Trade, October 1956,” shows the wide variance in retail wages geograph- 
ically, by size of community and by type of retailing. For example, with a 
national average hourly wage of $1.41, the survey shows an average wage of 
$1.68 in the West and $1.16 in the South. In metropolitan areas, the average is 
$1.50, and the range is from a high of $1.93 to a low of 96 cents, as between 
different kinds of retail operation. As between different kinds of retailing, on 
a national basis, the range is from a high of $2.09 to a low of 72 cents. (Inci- 
dentally, since these figures were compiled there has been an increase in average 
retail wages throughout the country of about 10 percent, according to the latest 
information available from the BLS, so that upward adjustments should be made 
in all of these and other figures quoted later in this statement. ) 


Obviously, a Federal standard cannot be applied to wage rates as divergent 


as these with any kind of equity or without discriminating between regions or 
types of business. It is equally obvious that, if regulation is needed, the States 
are the proper bodies to perform this function. In this connection, it is often 
stated that leaving the problem to the States means that no consideration will 
be given to it. Nothing could be further from the truth. In 1949, 20 States had 
seen fit to regulate wages and hours in retailing. Since that time, up to the end 
of 1958, the Federal minimum had been raised 33.3 percent. What is the State 
record? All but three of these States have raised their minimums, most of them 
by more than 50 percent, with some as high as 100 percent and one as high as 
174 percent. Many of them broadened their coverage to include men as well 
as women and minors. Since 1949 and by the end of 1958, seven other States 
began the regulation of retail wages and hours. (A table showing minimum 
wages in retailing in 1949 and 1958 is attached.) In 1959, State legislative 
sessions—many of which are not concluded—some minimums were increased, 
some new States added to the list, and virtually every State legislature in session 
gave serious consideration to the subject. 

Thus, the States can do whatever is needed, if it is needed. To some, they 
may appear at times to move too slowly, but those who complain about this 
alleged slowness should remember that our economic society is a living, growing 
entity, not something that can be rearranged in a minute like an edifice made of 
a child’s building blocks. 

The first reason, then, for opposing these bills is that retailing is essentially 
local in nature not suited to a Federal standard, but is an industry which, if 
regulation is needed at all, should be regulated by the States, which are the best 
judges of local conditions. 

The federation’s second reason for opposing these bills is that they represent an 
unwarranted extension of Federal power into the purely local conditions of re 
tailing. 

As already stated, the bill changes the concept of coverage so as to include 
under Federal wage and hour regulation all employees of any employer who is 
engaged in an activity affecting interstate commerce. The term “activity affect- 
ing interstate commerce” is broadly defined. It includes, among other things, 
any activity necessary to or competing with any activity in interstate commerce. 
The enactment of this definition into law would be a greater extension of the 
Federal power over business than is contained in any existing statute. 

The only justification for such an extension of Federal authority is that a 
serious situation exists for which no other remedy is available. It has already 
been shown that another remedy is available—the exercise of State authority— 
and that to a substantial degree the States are using this authority. Further- 
more, the figures simply do not bear out the contentions that a serious situa- 
tion exists. ° 

The BLS survey previously referred to shows that out of 6,033,000 retail em- 
ployees in 1956, 4,446,000 received $1 an hour or more. This is 74 percent of of 
all retail employees. Does the fact that approximately one-quarter of retail 
employees receive less than $1 an hour constitute a serious situation in which 
almost emergency use of Federal power is required? It does not appear to do 
so. The lack of a critical situation becomes even more apparent when the fig- 
ures are broken down geographically. In the Northeast, 82 percent of retail 
employees received $1 an hour or more. In the north-central section, they re 
ceived 76 cents; in the West, 89 cents; and in the South, the figure was 55 cents. 
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(It should be reemphasized here that there has been about a 10-percent increase 
in average retail wages since the survey was taken, and the average still rising 
steadily so that these percentages are on the conservative side, to say the least.) 

It would thus appear that these bills are aimed primarily at the South, which 
is an area where living costs are low and which is only now beginning to hecome 
really industrialized. 

It does not appear to be a justifiable action to impose the strict bonds of Fed- 
eral regulation nationwide on an industry in order to speed up slightly the nat- 
ural processes of evolution in the South. Again the point should be made that 
the economy is a growing thing and not built up out of a child’s set of blocks 
which can be rearranged to suit the theories of those who are impatient of 
natural processes. 

The above is based on the assumption—which is not correct—that the bills 
would include every individual retail employee within the scope of the wage- 
hour law. This, of course, is not so. Of the 26 percent shown by the survey 
to receive less than $1 an hour, only a part would actually be affected by the 
increase in coverage. It is not possible to say definitely how many would not 
be included, but some inferences may be drawn. The survey shows a total of 
1,588,000 employees receiving less than $1 an hour. Of these, 883,000, or 56 per- 
cent, are employed in single stores—that is, stores owned by a proprietor or cor- 
poration which does not operate any other retail store. The survey does not 
give any details as to the sizes of these single stores, but, based upon payroll 
statistics in the 1954 Census of Business, it appears to be a conservative esti- 
mate that 55 to 60 percent of these 883,000 employees of single stores receiving 
less than $1 an hour would not be affected by the proposed increase in coverage. 
This is roughly one-third, or possibly a little more than one-third, of the total 
number of retail employees shown by the survey as receiving less than $1 an 
hour. 

Thus, the proposed increase in coverage, which would apply rigid Federal 
standards and rigid Federal regulation upon an entire industry, would be done 
for the possible benefit of some 15 to 18 percent of the total number of employees 
in our industry. 

The term “possible benefit” is used advisedly. To explain this, it is necessary 
to understand something of the difference between retail employment and manu- 
facturing employment. In manufacturing and in most other branches of indus- 
try, the employer is well able to control his labor costs. When orders fall off, 
he can curtail production and lay off employees. A retailer is unable to do this 
with the same freedom. He must have a full working force on hand at all 
times to take care of customers or of potential customers. Employment in the 
basic working force of a retail store is equivalent, in most cases, to a guaranteed 
annual wage. Retailing’s rush hours—comparable to the seasonal peaks in 
manufacturing—are daily occurrences, special shopping days, Saturdays, etce., 
and are for the most part taken care of by part-time workers drawn from a class 
of worker who does not desire full-time employment. These part-time workers 
are for the most part housewives who cannot work a full day, elderly persons 
who are physically incapable of full-time work, schoolteachers who work Satur- 
days, and high school students who work after school hours. No other industry 
has a part-time element comparable to retailing. 

Of the 6,033,000 employees shown in the BLS survey, 1,491,000 or 25 percent, 
work less than 35 hours a week and are classed as part-time workers. The 
survey shows that 621,000, or 48 percent, of these part-time workers receive less 
than $1 an hour—incidentally, this number is 39 percent of the total number 
of employees receiving less than $1 an hour. For many of these employees, an 
extension of coverage would not mean an increase in pay to the minimum but, 
on the contrary, since they are marginal employees, it would mean the loss of 
their jobs entirely. They have sought this type of employment because they 
cannot accept full-time employment for personal or physical reasons; their pro- 
ductivity cannot be increased to warrant payment of a rigid Federal minimum 
rate. Consequently, their opportunity of contributing something to the economy 
is taken away from them. 

The second reason for opposing the bill, therefore, is that the vast extension 
of Federal regulatory power into local business for the benefit of a small number 
cannot be justified, paricularly when other means are available if necessary. 

Enactment of this bill, which proposes regulation on the basis of size, would 
be discriminatory and confusing. 
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The bill purports to expand the coverage of the Federal wage-hour law to 
include retail enterprises which have an annual volume of $500,000 or more, 
It does far more than that. Section 3(c) of the bill proposes to add a new sub- 
section, subsection (t), to section 3 of the act. Paragraph 7 of this new sub- 
section would extend coverage of the act to any employer in an enterprise which 
has one or more employees engaged in interstate commerce or in the production 
of goods for interstate commerce if the annual volume of. the enterprise is 
$50,000 or more. Many retail stores doing much less than $500,000 a year have 
an employee who is engaged in interstate commerce activities, either through 
ordering goods from out of State, paying the bills for these goods, receiving 
and unloading them when they arrive, or delivering any goods across a State 
line. Others in the same line of business would not be covered, either because 
they bought locally or because the proprietor—in an unincorporated business— 
performed the interstate activities himself. 

Thus, within the limits of a single town, there could be one store covered be- 
eause it did more than $500,000, a second store with a volume of $400,000 not 
covered, and a third with a volume of $300,000 which was covered. This is a 
situation which is equally discriminatory and ridiculous. 

Fourth, the extension of coverage as proposed by the bill would be injurious to 
the consumer and add to the inflationary pressures now existing. Increases in 
wages due to a Federal minimum would not be confined to those receiving less 
than the minimum but would be effective in forcing up wages throughout the 
entire wage structure of the newly covered enterprises. 

To these costs must be added the costs of the mandatory overtime requirements, 
which would be very substantial indeed. As already pointed out, local conditions 
and local shopping habits determine retail store hours. To keep a basic working 
force on hand at all times often requires that some employees work more than 
40 hours a week, particularly in the smaller stores. It should also be remembered 
that retail employees do not work on schedules as do employees in manufacturing, 
so that the strain of working longer hours which is found in the assemebly line, 
and so forth, does not exist in retailing. 

Such wage increases and overtime payments would not be matched in most 
cases with any increase in productivity of the employee. Most retail stores op- 
erate on a very narrow margin; 1, 2, or 3 percent of sales net before taxes are 
usual figures. Increases in wages along the line due to imposition of a rigid Fed- 
eral minimum would wipe out the profit in many newly covered stores unless 
the wage increase was met with a corresponding increase in prices. Such price 
increases are certainly not in the public interest and, in many cases, could not 
be recovered because of competition. 

Fifth, coverage of a great number of retail establishments as would be made 
possible by the bill would result in new and large Federal expenditures for ad- 
ministration and policing and at a time when all efforts should be made to keep 
Federal expenditures down to a minimum. It is impossible to say how many 
establishments would be covered by the bill but, based on 1954 Census of Busi- 
ness figures, it can be conservatively estimated that a minimum of 130,000 estab- 
lishments would be covered, and a maximum of 600,000. The uncertainty and 
impossibility of making any closer estimate is due, of course, to the uncertain 
and vague language of the bill which would cover any enterprise with an annual 
volume of $50,000 or more if one or more employee should happen to be engaged in 
an interstate activity. Until each individual enterprise is checked, it will be im- 
possible to determine whether it is covered or not. This will certainly be con- 
fusing and add considerably to the cost of policing and administering the law. 

Lastly, the reasons advanced for the passage of the legislation do not apply to 
retailing. 

Section 2(a) of the bill amends the findings and declaration of policy of the Fair 
Labor Standards Act by stating that the existence in the retail trade (and in 
other industries engaged in activities affecting interstate commerce) of labor con- 
ditions detrimental to the maintenance of the minimum standard of living neces- 
sary for health, efficiency, and general well-being of workers has the effects set 
forth in the present section 2 of the act. 

This section sets forth the reasons as to the purpose of the wage-hour law. 

It states that certain specified labor conditions such as are set forth in the 
new section of the bill are spread and perpetuated among the several States 
through the channels of commerce. 

This may be true of manufacturing. It certainly is not true of retailing. 
Manufacturers are in competition with other manufacturers in the same line of 
commerce no matter where they may be located. A manufacturer with low 
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wage costs, obtained either through lower wages or longer hours, does have a 
competitive advantage on a national basis. In order to meet his competition, 
other manufacturers are forced to approximate his low wages or long hours. 

In retailing, this type of competition does not exist. Retailers compete with 
the store across the street, with the store a few blocks away; they compete 
locally. Retailers in Washington do not compete with retailers in New Orleans. 

Retailers draw their employees from the same labor market as their competi- 
tors do. Ordinarily, retailers cannot afford to pay less than the going wage for 
a particular type of work in the locality. If they do, it does not depress the 
local wage scale; it simply means that they do not get the best employees avail- 
able, and their business suffers. 

In conclusion, the American Retail Federation opposes S. 1046 and similar 
bills because— 

1. Retailing is local in nature. The vast bulk of retail sales are made locally 
in intrastate commerce. A rigid Federal minimum cannot be applied equitably 
to retailing. If regulation is needed, the States have shown that they are the 
best judges of local needs and conditions. 

2. The vast extension of Federal power proposed by the bill cannot be justi- 
fied. At best, only a very small number of the total number of retail employees 
affected would receive any tangible benefits. 

3. Regulation on the basis of size, as proposed by this bill, is unfair and dis- 
criminatory. Moreover, since size standards are, to say the least, vague, much 
confusion would result if the bill became law. 

4. The effect of a national minimum wage in retailing would have the result 
of substantially increasing prices at a time when the Nation’s greatest danger 
is from inflation. 

5. The task of administering and policing the newly covered stores would 
be extremely expensive and almost impossible. 

6. The very reasons given by the bill for applying a rigid Federal minimum 
to retailing on a national scale do not apply. 


STATE MINIMUM WAGES IN RETAILING 


W. and M.: Women and minors. 

All: All employees. 

Order: State law permits wage board to set minimums for differ- 
ent industries. 

Law: Rate set by law. 

Hours shown are maximum hours permitted under weekly rate; 
part-time rates, overtime rates, rates for inexperienced workers, 
ete., are not shown. 

Source: Women’s Bureau, U.S. Department of Labor. 


41681—59 12 
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1. States which regulated wages in retailing in 1949 and in 1958, showing 
increases in minimum wages during the period: 


State 


California__. 
Colorado 


Connecticut 
District of Columbia__-- 
Kentucky....----- 


Massachusetts_--- 
Minnesota. - 


Nevada 
New Hampshire _- 


New Jersey. 

New York. $ 
North Dakota---___- ; 
Oregon- Anne 
Rhode Island_ 
South Dakota 
Wo. ccc. 


Washington 
Wisconsin. -.-..._._.- 


Coverage 


= & M; order.._- 


ie. 


& M.; ; order__. . 


All; order 


W. & M; order-..-_- 
dicen pute dele che 


All; order... 


W. & M;; order... .- 


W. & M; law 
Ww. 
cies 


b& ; order - 


; law. 2 
W. '& M.; order_- 





& M; order..-- 


All; order_..-_-__- 


a "& M.; order... 
| Ali order-..- 


Rates in 1949 


$16 week (48 hr.)_.......--.- 
$1.25 day 

65 cents per hour 

2944 cents per hour 

2742 cents per hour_-_-_--_-.- 
22'\2 cents per hour 
(Depending on population.) 
$22 per week (44 hr.)_..-__-- 
$25 per week (44 hr.)....__-- 
50 cents per hour 

45 cents per hour._..._..-_-- 
49 cents per hour 
(Depending on population.) 
$22.50 week (44 hr.)......._-- 
$22.50 week (48 hr.).........- 
$21.50 week (48 hr.)_....____- 
$20.00 week (48 hr.) _......_-- 
(Depending on population.) 
$24 week (48 hr. 

50 cents per hour 


55 cents per hour 

$21 per week (40 hr.)_.....-- 
$16.90 week (48 hr.)_..-- 
65 cents per hour 

$22 per week (44 hr.)_..-._-- 
$15 per week 

$23 per week (48 hr.)_...._-- 
$22 per week (48 hr.)..------ 
$18 per week (48 hr.) _...._-- 
(Depending on population.) 
324 cents per hr 


_| 45 cents per hr 


40 cents per hr 
38 cents per hr 


Rates in 1958 


$26.40 week (48 hr.). 
$1.25 day. 

$1 per hour. 

80 cents per hour. 
70 cents per hour. 
60 cents per hour. 


$1 per hour by law. 
$36 per week (40 hr.). 
50 cents per hour. 

45 cents per hour. 

40 cents per hour. 


$1 per hour by law. 
85 cents per hour. 
75 cents per hour. 
70 cents per hour. 


$1 per hour. 
80 cents; al] employees; by 
Ww 


law. 
$1 per hour. 
D 


0. 

$31.20 week (48 hr.). 
70 cents per hour. 
$1 per hour by law. 
$15 per week. 

80 cents per hour. 
77 cents per hour. 
74 cents per hour. 
66 cents per hour. 
65 cents per hour. 
70 cents per hour. 
60 cents per hour. 
50 cents per hour. 


2. States which have initiated minimum wage regulation in retailing since 1949 


through 1958: 


1958 rate 
(per hour) 


8. States with minimum wage laws which have not regulated retail wages: 
Illinois, Kansas, Louisiana, Maine, Ohio, and Oklahoma. 


American Retail Coal Association. 


NATIONAL ASSOCIATIONS 


Associated Retail Bakers of America. 


Association of Family Apparel Stores, Inc. 

Institute of Distribution, Inc. 

Mail Order Association of America. 

National Appliance & Radio-TV Dealers Association. 
National Association of Chain Drug Stores. 

National Association of House to House Installment Cos., Ine. 
National Association of Music Merchants, Inc. 

National Association of Retail Clothiers & Furnishers. 
National Association of Retail Grocers. 
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National Association of Shoe Chain Stores. 

National Council on Business Mail, Inc. 

National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association. 

National Luggage Dealers Association. 

National Retail Farm Equipment Association. 
National Retail Furniture Association. 

National Retail Hardware Association. 

National Retail Merchants Association. 

National Retail Tea & Coffee Merchants Association. 
National Shoe Retailers Association. 

National Sporting Goods Association. 

National Tire Dealers & Retreaders Association, Inc. 
Retail Jewelers of America, Inc. 

Retail Paint & Wallpaper Distributors of America, Inc. 
Super Market Institute, Inc. 

Variety Stores Association, Inc. 

Women’s Apparel Chains Association, Inc. 


STATE ASSOCIATIONS 


Alabama Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations. 
Arkansas Council of Retail Merchants, Inc. 
California Retailers Association. 

Colorado Retailers Association. 

Delaware Retailers’ Council. 

Florida State Retailers Association. 

Georgia Mercantile Association. 

Idaho Retailers Association, Inc. 

Illinois Retail Merchants Association. 
Associated Retailers of Indiana, Inc. 

Iowa Retail Federation, Inc. 

Kentucky Merchants Association, Inc. 
Louisiana Retailers Association. 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants. 
Michigan Retailers Association. 

Minnesota Retail Federation, Inc. 

Mississippi Retail Merchants Association. 
Missouri Retailers Association. 

Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association. 

Retail Merchants’ Association of New Jersey. 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants. 
Oklahoma Retail Merchants Association. 
Oregon State Retailers’ Council. 
Pennsylvania Retailers’ Association, Inc. 
Rhode Island Retail Association. 

Retail Merchants Association of South Dakota. 
Tennessee Retail Merchants Council. 

Council of Texas Retailer’s Associations. 
Utah Council of Retailers. 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington. 

West Virginia Retailers Association, Inc. 


STATEMENT BY RusSELL R. MUELLER, MANAGING Director, NATIONAL RETAIL 
HARDWARE ASSOCIATION 


This statement is presented by Russell R. Mueller, managing director, Na- 
tional Retail Hardware Association. This association has a membership of 
23,000 hardware dealers located in communities throughout the United States. 
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These hardware retailers maintain independently owned and operated estab- 
lishments. Historically, they have served the daily hardware needs of their 
local communities. They carry stocks of various lines of hard goods, such 
as hand tools, garden tools, housewares, paint, builders’ hardware, nails, wire 
products, and farm supplies. 

Forty-three percent of the membership of the National Retail Hardware Asso- 
ciation is located in towns and communities of under 2,500 population. Seventy- 
four percent of our 23,000 member stores are represented in communities under 
25,000 population. With this type of varied retailing, store operations and con- 
ditions of employment would depend greatly upon the customer demands upon 
these stores, i.e., farmers, mechanics, tradesmen, do-it-yourselfers, and home- 
goods housewife buyers. 

While these truly small businessmen may be thought by some to be indi- 
vidually of relative insignificance, collectively, and in their own communities, 
they represent a substantial position in the economy and render a worthwhile 
service to the consumers they serve. 

Each year the association makes a retail hardware survey, using a repre- 
sentative sampling of the member stores, based on store sizes and marketing 
areas. Much of my testimony will be based upon data taken from the 1958 
survey. 

In 1958 the average sales volumes for retail hardware stores throughout the 
United States was $126,950. The average salary per store owner or manager 
was $5,000. The average salary for all employees, exclusive of store owners or 
managers, was $3,150. Attached to this statement as exhibit A is a breakdown 
of annual salaries of owners and employees of stores in communities by 
marketing areas and by population, together with a breakdown by sales volume 
of stores. 

I. Basically, we feel that wages and hours in retail hardware stores are mat- 
ters so local in character that they are not susceptible to controls designed for 
nationwide application. 

A. Retail hardware store operations vary, according to the needs of the 
local communities in which they are located. 

1. Merchandise offered for sale of necessity must fluctuate in line 
with the unique economies which exist, not only in different regions and 
different States, but within every State and within counties and towns. 

2. Store hours must coincide with the buying habits and needs of the 

customers. The early-morning tradesman working on a construction 

job expects to pick up necessary tools and last-minute requirements. 

The farmer satisfies his needs and forms his buying habits dependent 
on weather and his ability to get into the field to plant and cultivate 
his crops. He is an early morning and late-in-day customer. 

The householder, Mrs. American Housewife, fulfills her requirements 
between these early and late hours. 

8. Store sizes, number of employees, an sales volume differ by customer 
area influence. 

4. The seasonableness of the business creates high and low periods of 
store-hour activity. (See exhibit B.) 

5. Variables of the type enumerated above can only logically lead to 
varying conditions of employment, dependent upon locality. 

B. Employment conditions in hardware stores have unique characteristics. 

1. The employer-employee relationship in hardware stores is a close, 
personal one. There are relatively few employees—average 4.5 per 
store. Historically, these employees have had long tenures of employ- 
ment. They have considerable freedom of action during slack hours and 
slack business seasons. 

2. Employment generally is on an annual basis rather than an hourly 
or weekly basis. 

Irregular hours are not unusual. In small towns and rural communi- 
ties, particularly in agricultural areas, during certain months business 
is off and hours short. Likewise, there are peak seasons when business 
is up and hours proportionately long. 

For example, January, February, and March are notoriously poor 
business months nationally for hardware stores. The average hardware 
dealer maintains his full employee force during this first-quarter period 
in spite of the fact it is traditionally a red-ink period. Our survey fig- 
ures for 1958 show that on an average 72 percent more business was done 


II. 
seriou 
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in May than in January and 85 percent more business was done in May 
than in February. It is obvious that under a straitjacket of a mini- 
mum wage and a 40-hour week, a hardware dealer would have to con- 
sider laying off employees during extremely slow months to make up 
for additional employment costs required during peak seasons. 

3. Employees in many stores (particularly in small stores and rural 
communities) often include the aged, partially handicapped, students, 
and others who cannot compete in an open employment market. Such 
employees would be the first to go under any system of controls which 
would increase the cost of doing business for small hardware retailers. 

4. Another unique characteristic about hardware retailers is that 
store owners and managers perform many and varied functions in the 
store operation. A normal situation not only calls for the store owner 
to serve as manager, buyer of the community needs, salesperson, adver- 
tising and promotion manager, part-time bookkeeper, but also many 
times he ends up as delivery boy. 

5. An unusually close relationship exists between personnel of retail 
hardware stores and the customers served by them. The store is a 
service establishment. Customers come to the hardware store for advice 
about every conceivable problem connected with maintaining a house- 
hold. The typical hardware dealer is identified with community projects. 
Not only is he a solid citizen but he is a stable businessman. This fact 
is borne out by Dun & Bradstreet statistics showing fewer business 
failures among hardware retailers than in any other type of retail 
business. 

6. The hardware store is also unique because of the extremely large 
number of items maintained in its inventory. The average store carries 
18,000 to 20,000 separate articles of merchandise. The need for product 
knowledge, gained only through longevity of employment, is necessarily 
essential. In order to properly maintain such an inventory and perform 
the varied other functions required of him, the hardware-store owner 


or manager is in no position to be burdened with new or unusual demands 
upon his time. 


II. Extension of coverage under the Fair Labor Standards Act would have 
serious adverse effects upon the retail hardware industry. 

A. Any attempt to apply set standards for wage rates and hours to retail 

hardware stores would impair the existing close relationship between man- 
agement and employees and customers served by them. 


1. Rigid controls of wages and hours, such as required under the 
Fair Labor Standards Act, would require that dealers lay off employees 
during slow business seasons. This would cause obvious problems for 
management. Employee turnover would be great. Time wasted in train- 
ing employees would be increased. Volume of sales per employee would 
go down. Overall cost of doing business would go up. 

2. Layoffs and other unstable employment conditions would adversely 
affect employees. They would no longer be employed on an annual basis. 
Warm personal relationships with employers would be impaired. Annual 
pay would decrease. 

3. Poorly trained employees, resulting from unstable employment con- 
ditions, would mean lower grade of service to hardware-store customers. 
Inflexible store hours would mean less service to customers. A hardware 
store would be unable to properly serve a community during a 40-hour 
workweek. When your total work force is limited to 4.5 employees, it 
is not possible to stagger the workweek. After granting a half day 
during the week to each employee, the necessary lunch periods and time 
off, a further staggering beyond this point would leave the store without 
employees to satisfy the community requirements. 

4. Increased costs to hardware dealers would necessitate either con- 
sumer price adjustments or deficit operations. The profit picture for 
independent retail hardware stores does not show room for absorption 
of any increase in the cost of doing business. 

Again, taking our average hardware store doing $126,950 business, we 
find he has $43,289.95 tied up in inventory ; $24,882.20 invested in furni- 
ture, fixtures, delivery equipment, and other assets; a payroll of 4.5 
employees to meet and ends up with a 1 percent profit on sales. 
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If we take this same hardware dealer’s total sales and subtract his 
cost of goods, we find that he operates on a 30.45 percent gross margin 
before operating expenses and overhead. 

More than half of this gross margin is paid out in salaries. He has 
remaining 10.75 percent to take care of his heat, light, rent, delivery 
truck, and all other expenses, leaving a profit before taxes of only 1 
percent. 

His greatest single expenditure is the providing of employment on an 
annual basis to people necessary to help run his business. 

See exhibit C. 

B. The multiple duties of the store owner and employees alike would 
make the keeping abreast of the involved and complicated rules and regula- 
tions to properly comply with all of the provisions of the Fair Labor Stand- 
ards Act an undue hardship on this type of retail merchant. 

1. Dealers would fall heir to hundreds of complicated regulations, in- 
terpretations, and court decisions—which they are not qualified to 
handle without outside counsel; e.g., Wage and Hour Interpretative 
Bulletin, Part 778, dealing with overtime requirements alone lists some 
90 topics with which a dealer would have to be familiar and be kept 
currently advised. Hardware retailers have no comptroller or legal 
advisers on their payrolls. 

2. Complying with necessary detailed recordkeeping and payroll data 
requirements would be extremely costly, if not practically impossible. 

3. To have Federal investigators constantly policing compliance, go- 
ing over books, and interviewing employees would work an unnecessary 
burden on small merchants—who don’t have the benefit of regular ad- 
vice of an attorney experienced in handling interpretations under the 
Fair Labor Standards Act. Such activity would cause unrest among 
dealers and employees, and would interfere with store operations. 

III. S. 1046 proposes extension of coverage to include retail enterprises which 
have an annual volume of $500,000 or more. In addition, it would cover any 
enterprise having annual sales in excess of $50,000 to industrial or commercial 
customers. This proposal is completely objectionable to the retail hardware 
trade. It would create inequities within our own trade and among retail 
establishments in business communities throughout the country. 

Some of our hardware dealers have an annual dollar volume in excess of $500,- 
000. Many own more than one store. A substantial number of dealers have 
customers that would undoubtedly under this proposal be classed as industrial or 
commercial users. Retail sales are made by hardware stores to painters, build- 
ing contractors, schools, city and county government users, and to other business 
establishments. A hardware dealer does not inquire of his daily customers as 
to their use of the items purchased. No record is kept to segregate the sales 
by class of customer. This would be completely impractical. 

Under this proposal a hardware dealer would never be sure whether or not 
he had reached the point at which he would have to accept coverage or turn away 
customers. Constant fear of penalties for insufficient records or other violation 
would be present. Prior to 1949 the Wage-Hour Division of the Department of 
Labor maintained that such sales were for commercial use and the industry was 
placed in a state of confusion and uncertainty until the exemption was clarified 
at that time. 

Section 3(c) of the bill would extend coverage of the act to any employer 
in an enterprise which has one or more employees engaged in interstate com- 
merce or in the production of goods for interstate commerce if the annual volume 
of the enterprise is $50,000 or more. This would jeopardize the status of any 
hardware-store employee ordering goods from out of State, paying bills 
for these goods, or receiving and unpacking such goods upon arrival at the 
store. Thus a dealer might have part of his employees covered and part of them 
exempt. 

S. 1046 would create a chaotic condition within the hardware trade and within 
the retail trade up and down “Main Street.” In a single community one hard- 
ware store having an annual volume of $300,000 might be exempt. Across the 
street a competitor doing $200,000 annual volume might be covered because of 
sales in excess of $50,000 to customers classed as industrial or commercial users. 

IV. Today the same reasons that led Congress in 1938 to exempt retailing 
from Fair Labor Standards Act controls are still valid. 

A. When the Fair Labor Standards Act was enacted in 1938, it included 
a retail exemption from the minimum wage and hour provisions. The Con 
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gress recognized that retailing was primarily local in character and not 
susceptible to controls designed for national application without regard to 
varying local problems. Also, it was recognized that the retail industry 
could not limit hours of work through industrial assembly-line techniques, 
and that retail service to customers would require varying hours of work 
depending on local conditions. 

B. In the next 10 years the exemption was gradually whittled away by 
administrative interpretations. In amending the act in 1949, Congress 
again recognized the need for the exemption and adopted clarifying language 
to prevent coverage by administrative regulation. In the retail hardware 


trade the need for the exemption today is exactly the same as existed in 
1938 and 1949. 



































CONCLUSION 







Wage seales and hours of employment in retail hardware stores should be 
dictated solely by local conditions and the type of persons employed. Any exten- 
sion of coverage of the Fair Labor Standards Act to the retail and service trades 
would be harmful to local merchants, to their employees, and to the customers 
they serve. The National Retail Hardware Association, on behalf of its 23,000 


members in the United States, urges that no such amendment be proposed or 
enacted. 


Exursit A.—1958 salaries, by market areas,’ taken from Annual Cost of Doing 
Business Survey of National Retail Hardware Association 






U.S. AVERAGE—ALL HARDWARE STORES 
Average sales 
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Exuipsir A.—1958 salaries, by market areas,’ taken from Annual Cost of Doing 
Business Survey of Naitonal Retail Hardware Association—Continued 
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Annual Annual Annual | Annual 
| sales under | sales $50,000 | sales $100,000| sales over 
$50,000 to $100,000 to $200,000 $200,000 


Counties with above-average farm income: 
Owner or manager | 3, ¢ , 285 $5, 100 $6, 800 
Salesperson - - - - ig | 2, 65 3, 036 3, 345 3, 865 
Office employee. --- 2 Ro rae ; ee : 5 | 2, 585 2, 815 
Other employee. --- bbb ites oie 3, 125 3, 470 
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managers). ____- 2, 435 | 2, 990 | 3, 195 3, 600 
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1 Market areas as determined by Indiana University. 


Exuisit B.—Retail hardware stores—Comparative monthly sales statistics, 
1949-58 
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Erhibdit C.—U.S. average for all stores reporting, made by National Retail Hard- 
ware Association for the year 1958 


Average sales per store $126, 950 


Percent 
Net sales 
Cost of goods sold 


Margin 


Paid out in salaries: 


Total paid out in salaries 
Other costs of doing business: 
Office supplies and postage 
Advertising 
Donations 
Telephone and telegraph 
Lines, THOCeS GE GConee en 8 eee 
Delivery expense (other than wages) 
Depreciation : 
Delivery equipment 
Furniture, fixtures, and tools 


Repairs to building 

Heat, light, water, and power 
Insurance 

Taxes (excluding Federal income tax) 
Interest—borrowed money 
Unclassified—including store supplies 


Total expense (not including interest on investment) 
Earnings on sales (before Federal income tax) 

Mr. Mvuetxier. Under the present law the concept of coverage is 
based on the nature of duties of employees. It covers employees en- 
gaged in interstate commerce or in production of goods for interstate 
commerce. 

S. 1046 and similar bills goes much beyond this concept. It proposes 
to exteend coverage based on nature of activities of employers. It 
would cover all employees of an employer engaged in any activity 
affecting interstate commerce. So point 1, the American Retail Fed- 
eration opposes these proposals because retailing is local in nature and 
the vast bulk of sales are not made in interstate commerce. The act 
now exempts employees of any retail establishment when more than 
50 percent of sales are made in the State in which the business is 
located. 

This exemption didn’t happen by accident. In proposing a mini- 
mum-wage law in 1937, President Roosevelt stated, and I quote: 

There are many purely local pursuits and services which no Federal legislation 
can effectively cover. 

Similarly, Senator Black, now Justice Black, of the Supreme 
Court, who sponsored the original wage-hour bill, said, and I quote: 

Businesses of a purely local type which serve a particular local community and 
which do not send their products into the streams of interstate commerce can be 


better regulated by the laws of the communities in which the business units 
operate. 
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Retailing is essentially a local business, and it is subject to local 
conditions. Retailers compete primarily with other merchants located 
in their own community. They have the same customers and they 
draw from the same labor market. Wages and prices and even to 
the extent of types of merchandise offered are largely determined by 
local conditions. 

Retailing regardless of kind or size is essentially intrastate in char- 
acter. In individual store operations local chain outlets are in many 
respects no different from other local retailers. 

Customers and labor forces are governed by the same local condi- 
tions. It is not possible for a single Federal standard to be drawn to 
fit the needs of all the retail industry. 


Now on point 2, these bills represent an unwarranted extension of. 


Federal power into a local condition of retailing. There are basic 
differences between retail employment and manufacturing employ- 
ment. Manufacturers can control labor costs by controlling produc- 
tion and layoffs. The basic retail work force has the equivalent of a 
guaranteed annual wage, and our peak periods and hours are taken 
care of by part-time workers. 

Point 3, enactment of this bill which proposes regulation on basis of 
size would be both discriminatory and confusing. 

Point 4, extension of coverage as proposed would be injurious to 
the consumer and add to the existing inflationary pressures. 

This is not only in referring to the prices on goods presently being 
offered but on the type of merchandise that would be offered to the 
consumer. 

Point 5, coverage of a great number of retail establishments would 
result in new and large Federal expenditures for administration and 
policing if it could be possibly and conceivably placed. 

Point 6, the reasons advanced for passage of this legislation do not 
apply to retailing. Section 2(a) of the bill states that the existence 
in the retail trade engaged in activities affecting commerce, of labor 
conditions detrimental to the maintenance of the minimum standard 
of living necessary for health, efficiency, and general well-being of 
workers. 

It states that certain specified labor conditions are spread and per- 
petuated among the several States through the channels of commerce. 
This may be true of manufacturing. But it is not true of retailing. 
Manufacturers compete with other manufacturers regardless of their 
location. ‘The manufacturer with lowest wage costs does have a com- 
petitive advantage on a national basis. Retailers’ competition is 
localized. 

Retailers and their competitors draw from the same labor market, 
and if a retailer pays less, he gets a lesser employee. 

These are the six basic points. Now I would like to talk specifically 
about hardware stores and the effect of this legislation on this type of 
retailing, and still speaking to these six basic points. 

Each year our association, the National Retail Hardware Associa- 
tion, makes a retail hardware survey whereby we use the representa- 
tive sampling of the member stores based on store sizes, marketing 
areas, location, and sales volume. 

Much of my testimony will be based on data taken from this recently 
completed 1958 survey. In 1958 the average sales volume for the 
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retail hardware stores throughout the United States was $126,950. 
The average salary per store owner or manager was $5,000. 

The average salary for all employees exclusive of store owners or 
managers was $3,150. Attached to my statement, which you will file 
for us, is exhibit A and it gives a breakdown of employees’ salary by 
type of employee, by marketing area, and by sales volume. 

Basically we feel that wages and hours in retail hardware stores are 
matters so local in character that they are not susceptible to controls 
designed for nationwide application. 

Retail hardware store operations vary according to the needs of the 
local community in which that particular store may be located. There 
are even differences within the communities in the cities and towns. 
Store hours must coincide with the buying habits and needs of the 
customer. We have early-morning tradesmen who do a pickup job at 
7:15 or 7:30 in our stores. 

If we have a rainy day, the farmer is out of the field and he is into 
our stores. Otherwise he is usually an early-morning customer or a 
just-before-closing type of customer. In between these two categories 
of customers we serve the housewife for her household needs. The 
store sizes and number of employees and sales volume differ by cus- 
tomer, area, infiuence. There is great seasonable variance in our busi- 
ness. It creates high and low periods of store activity and productiv- 
ity, and also as part of my statement you will find exhibit B which 
shows the sales figures by month in hardware stores. 

The variables of the type that I have just enumerated can only logi- 
ally lead to varying conditions of employment dependent upon local- 
ity. 

Employment conditions in hardware stores have some unique and 
different characteristics. The employer-employee relationship in 
hardware stores is a very close and personal one, There are relatively 
few employees—4.5 is the average number of employees that we have 
in our stores. Historically these employees have long tenures of em- 
ployment. They have considerable freedom of action during the slack 
periods and heavy demands are put on them during our heavy periods 
of selling. 

But overall our employment generally is on an annual basis and 
which might be termed a guaranteed annual wage. Now these differ- 
ences—for example, in January, February, and March we lost money 
inour stores. The first quarter there aren’t any stores to speak of that 
would make any money. 

January and February, just to show you the difference, there is 72 
percent more business done in May in our stores than in January, and 
there is 85 percent more business done in May then in February. 

Now if we were operating under a straitjacket of employments, 
under minimum wage, a dealer would have to consider laying off 
employees in that first quarter, and he would incur additional costs for 
additional employment costs during the peak selling periods. 

We use considerable part-time employees, students in afternoons. 
We use older people who perhaps are not eligible for other forms of 
ee 

Another unique characteristic is that the store owner is many times 
the buyer, the manager, the advertising man, the promotion manager, 
the bookkeeper, and it is not uncommon for him to make a delivery 
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once in a while to the customer. But there is an unusually close rela- 
tionship between the personnel in a hardware store and the customers 
served by them. 

And you, Senator, I am sure have probably patronized a hardware 
store where you are looking for some “gimmick” that fits thus, thus, 
thus. You don’t know exactly how it is going to work, and after the 
“ouy” shows you the item you still don’t know its application or usage. 

So there is a degree of technology in each of our sales that must 
be passed on to the customer. And this hardware “guy” that I am 
talking about is somewhat active in his community, and if we refer 
to Dun & Bradstreet, we find that there are less mortalities in the 
hardware business than any other form of retailing. 

So he is a rather substantial type of operator. This same hardware 
“ouy” that services you and other consumers carries anywhere from 
18,000 to 20,000 items of merchandise. That is the average. And we 
need this product knowledge that we can pass along to the consumer 
to adequately serve him. The store owner is no no position to be 
burdened with new or unusual demands upon his time. Extension 
of coverage under the Fair Labor Standards Act would have serious 
adverse effect upon the retail industry. 

Inflexible store hours would mean less service to the customers. 
A hardware store would be unable to properly serve a community with 
a 40-hour workweek. In our stores, 75.2 percent of our stores, 
the employee works 48 hours a week or longer. When you are talking 
about 414 people—haircuts, afternoon off, coffee breaks—there is no 
opportunity to stagger such a work force and stay within a 40-hour 
workweek. 

As it is now, there are periods in this half day off and haircut time 
and so forth when our stores are staffed pretty thin to serve the con- 
sumer. Increased costs to hardware dealers would necessitate either 
consumer price adjustments or deficit operation. 

The profit picture for the independent retail hardware store does 
not show room for absorption of any increase in the cost of doing 
business. 

Again taking our average hardware store, doing $126,950 worth 
of business, we find that he has $43,299.95 tied up in inventory, $24,- 
882.20 invested in furniture, fixtures, delivery equipment, and other 
assets, a payroll of 414 employees to meet, and he ends up with a 
1-percent profit on sales. That was the average for the hardware 
industry, retailwise, 1958. If we take this same hardware dealer’s 
total sales and subtract his cost of goods, we find he operates on a 
30.5-percent gross margin before operating expenses and overhead. 

More than half of this gross margin is paid out in salaries. He 
has remaining 10.75 percent to take care of heat, light, rent, delivery 
truck, and all the other expenses to end up with a sales profit of 
1 percent. His greatest single expenditure is the providing of em- 
plovment on an annual basis to people necessary to help run his 
business. 

Now, all the further details on the facts and figures are contained 
in exhibit C in my filed statement. 

The multiple duties of the store owner and the employees alike would 
make the keeping abreast of the involved and complicated rules and 
regulations to properly comply with the provisions of the Fair Labor 
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Standards Act an undue hardship on this type of retail merchant. I 
believe presently under the wage-hour interpretative bulletin, part 778, 
there are nearly 100 topics with which a dealer would have to be 
familiar and be currently advised. 

Hardware dealers have no comptroller nor attorney adviser on their 
payrolls. Complying with necessary detailed recordkeeping and pay- 
roll data requirements would be extremely costly, if not practically 
impossible. 

Now, S. 1046 proposes extension of coverage to include retail enter- 
prises which have an annual volume of $500,000 or more. In addition, 
it would cover any enterprises having annual sales in excess of $50,000 
to industrial or commercial customers. 

This proposal is completely objectionable to the retail hardware 
trade. It would create inequities within our own trade among retail 
establishments. Some of our hardware dealers have an annual dollar 
volume in excess of $500,000 and many of them own more than one 
store. But a substantial number of our customers that come into our 
stores are painters, building contractors, schools; we service city and 
county government users and other business establishments. 

Now, a hardware dealer doesn’t inquire of his daily customers as to 
their use of the items that they are going to purchase. 

No record is kept to segregate the sales by classes of customer. This 
would be completely impractical. Under this proposal a hardware 
dealer would never be sure whether he had reached the point to which 
he would have to accept coverage or turn away customers. Can he do 
just so much contractor business and then stop to avoid coverage under 
this 1046 ¢ 

Section 3(c) of the bill would extend coverage of the act to any 
employer in an enterprise which has one or more employees engaged 
in interstate commerce or in the production of goods for interstate 
commerce if the annual volume of the enterprise is $50,000 or more. 

This would jeopardize the status of any hardware store employee or 
any hardware store ordering goods from out of State. 

I can take your own State, Senator McNamara. Dealers from Ohio 
buy from Buell in Detroit. Dealers from Wisconsin buy from Buell 
in Detroit. Dealers from Wisconsin buy from Morley Bros. in Sagi- 
naw. I can use the same illustration for you, Senator Goldwater, in 
Arizona. 

Arizona is serviced to a great extent in the hardware business by 
California wholesalers. El] Paso wholesalers also service the State 
of Arizona. 

Where are our dealers going to buy this merchandise if they are 
going to stay within the State? And if they cannot stay within the 
State in the purchase and requirements of their merchandise, then they 
come under S. 1046, and their exemption is gone. 

S. 1046 would create a chaotic condition within the hardware trade 
and within the retail trade up and down Main Street. We could con- 
teivably have a hardware store doing $200,000 worth of business and 
he would be exempt. We could have a hardware store in the same 
town doing $100,000 worth of business and be covered. 

It would depend on the customer that he was serving and it would 
depend on the wholesaler who would be supplying each of these two 
illustrations that I have just pointed out. Today the same reason that 
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led Congress in 1938 to exempt retailing from the Fair Labor Stand- 
ards Act controls are still valid. When the Fair Labor Standards 
Act was enacted in 1938, it included a retail exemption from the 
minimum wage and hour provisions. 

The Congress recognized that retailing was primarily local in 
character and not susceptible to controls designed for national ap- 
plication without regard to varying local problems. Also it was 
recognized that the retail industry could not limit hours of work 
through industrial assembly line techniques, and that retail service 
to customers would require varying hours of work depending on local 
conditions. 

In the next 10 years following 1938 the exemption was gradually 
whittled away by administrative interpretations. In amending the 
act in 1949 Congress again recognized the need for the exemption, 
adopted clarifying language to prevent coverage by administrative 
regulations. 

In the retail hardware trade the need for the exemption today is 
exactly the same as existed in 1938 and 1949. 

In conclusion, wage scales and hours of employment in retail stores 
should be dictated solely by local conditions and the type of person 
employed. Any extension of coverage of the Fair Labor Standards 
Act to the retailing service trades would be harmful to local mer- 
chants, to their employees, and to the customers they serve. 

The American Retail Federation, on behalf of its 800,000 retail 
store members in the United States as well as the 25,000 members of 
the National Retail Hardware Association, urge that no amendment 
to the present Wage and Hour Act be proposed or enacted. 

Thank you very much for giving me the opportunity to appear 
before you. 

Senator McNamara. Thank you, Mr. Mueller. We certainly ap- 
preciate your testimony. You can be sure that it will be given every 
attention. 

Mr. Mvetter. I would like to introduce to you, as I did previously, 
Mr. W. E. Walker, Jr. He is a variety store retailer—I guess that 
would be our classification—and he will pursue this ARF line of 
thinking that I have just introduced to you. 

Senator McNamara. Before we go into this gentleman’s testimony, 
let me just ask you a couple of questions. You indicate that mm 
February business is slack ; May is your big month. 

Mr. Moe ter. It is not our biggest month, but it is when we start 
showing black ink. The first quarter we always show red ink. 

Senator McNamara. Don’t you lay off employees during this slack 
period ? 

Mr. Mvetirr. No, sir. 

Senator McNamara. You do not? 

Mr. Muetuer. No. 

Mr. McNamara. Your testimony indicates that it is not possible to 
set overall standards of retailing. I think we can accept that if you 
are referring to maximum standards on an average, but don’t you 
think it is possible to set minimum standards? 

Mr. Muetter. I believe the employee, depending on the area in which 
he is working and the type of goods with which he is working and 
offering to the consumer, has a tremendous bearing as to the worth of 
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the individual. And certainly there is a great area of variance in 
both cost of living and conduct of business. I think you have got a 
different situation, Senator, in Detroit versus the Upper Peninsula 
in Michigan. We have different kinds of stores in hardware. I can 
think of many. I could use some beautiful examples of types of 
stores in those two areas within your own State. 

Senator McNamara. I don’t find that there is a great deal of dif- 
ference in the cost of living between Detroit and the Upper Peninsula 
area. There is a great difference in the operation of retail stores. 
In one area there are more general stores and in larger cities they are 
specialized. 

Mr. Muetter. You have a productivity factor there, too. 

Senator McNamara. Ofcourse. 

Mr. Mvueuter. You have a certain amount of traffic flow into a 
store, let’s say, in a suburban area of Detroit which is an entirely 
different traffic flow then we would have through a store located in 
a 1,500 or 2,000 population area. So the productivity of the employee 
in the two stores is quite different. 

Senator McNamara. Of course. 

Mr. Muetter. Because of the traffic flow itself. 

Senator McNamara. The investment is different; everything about 
it is different. 

Mr. Mueuuer. Then how would the wage be standard for both of 
them ? 

Senator McNamara. Under this bill there would be a minimum 
that would take into consideration all these factors; not what is ac- 
cepted as 

Mr. Muetier. But a minimum in our industry would be quite de- 
structive, particularly if 72 percent of our stores have a workweek 
in excess of 48 hours. How do we come up with this time and a half 
for overtime? How do we resolve our service within that community 
within these kind of work periods? How do we maintain a sales 
organization during January, February, and March if we can’t work 
that same sales organization during April, May, and June, and the 
peak periods ? 

Senator McNamara. Many industries, many businesses have this 
problem. We have many industries that go more than 48 hours or 
more a week, and they manage by giving a day off to certain em- 
ployees to meet this thing. This doesn’t seem to me to be an insur- 
mountable problem. 

Senator Cela wutes, do you have any comments or questions ? 

Senator Gotpwater. No; I haven’t. 

Senator McNamara. Again, thank you very much. 

Now we will be glad to hear from the other gentleman, who is Mr. 
es of Columbia, Miss., who deals with variety stores, as I under- 
stand it. 

You may proceed in your own manner, sir. Your prepared state- 
ment will be printed at this point. 

(The prepared statement of Mr. Walker follows :) 





STATEMENT oF W. E. WALKER, JR., OF COLUMBIA, MIss. 


I am W. E. Walker, Jr., from Columbia, Miss. I am president of W. DB. 
Walker Stores, Inc., a retail business. I appreciate this opportunity to explain 
what extension of coverage of the Fair Labor Standards Act would mean to 
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our business, our employees, and our customers. I hope that my testimony 
will help you see more clearly how the entire field of retailing would be 
adversely affected. 

You gentlemen will hear a good deal of testimony on the fact that the 
constitutional scope of our Federal Government would be violated if Federal 
wage and hour provisions were to be extended to any part of retailing. On 
this point, therefore, I only wish to say that I, too, believe every store, regardless 
of ownership or other affiliation, is a local store selling to customers located 
in its own small trading area, and thus should be excluded from these Federal 
regulations. 

Now, let me be specific and try to show you what the legislation to extend 
coverage and apply a $1.25-an-hour minimum wage to retail stores would do, 

The W. E. Walker Stores, Inc., operate 24 stores. Our stores range in volume 
from $41,000 to $189,000 a year. The average is slightly less than $93,000 
per store. Our total sales last year were $2,225,000. The population of the 
towns in which we have stores is between 1,800 and 15,000. Sixteen stores 
are in towns with under 5,000 people; seven are in towns between 5,000 and’ 
10,000 ; and only one is in a town with over 10,000 population. 

We employ an average of 150 full-time workers—95 of these are women— 
and we also employ 125 part-time workers. 

We produced $4.26 in sales for each hour of work put in by our employees 
last year. 

The merchandise we sold cost us 63 cents of every sales dollar. It cost us 
18 cents of every dollar for payroll. All other expenses of running the business 
amounted to 15 cents per dollar of sales. These expenses included rent, utilities, 
taxes other than income, insurance, supplies, payroll taxes, advertising, etc. 
The profit before income taxes amounted to 4 cents. After paying Federal and 
State income taxes, this was reduced to 2 cents. 

If the present $l-an-hour Federal minimum wage were applied to retailing 
and to my small stores, payroll cost would be increased 22 percent. This increase 
is exactly 4 percent of annual sales, leaving no profit for the Federal and State 
Governments and the future growth of the business to share. This figure is 
based on bringing all those employees below $1 to that figure. It does not 
include any of the further adjustments which would have to be made for my 
better, more experienced girls. It does not include any overtime at time and 
a half, because we could not afford to have any. 

Now, let’s look at what $1.25 an hour would do. My payroll cost would be 
increased by 40 percent, or 7 percent of yearly sales. Last year there was only 
a 4 percent, before-taxes profit. Something would have to give. 

I think this is important enough to spend a few minutes talking about the 
adjustments that would be required and their effect on people, as well as on 
our business. 

I pointed out that last year we sold about $4.26 worth of merchandise at 
retail for every hour of work by our employees. Now, that isn’t a very high 
figure, but we sell inexpensive merchandise and we must keep our stores open 
a good many hours. We country people get about our business early in the 
morning. Some of our stores open at 7 o’clock and others at 8, because that’s 
what our customers want. We close at 5 o’clock except on Saturday nights 
when, depending on the town, it may be 6, 7, or even 8 o'clock. 

In a town of 2,000 people there are lots of times when there isn’t a customer 
in the store and, when our customers do come in, it is not like shopping in 
a big city. They expect to visit a bit. They want to hear about new mer- 
chandise and about their friends, too. Remember that our employees live on 
nearby farms or in the little towns where they work. They are home folks. 
I suppose we could get real strict and make everybody work faster and try 
to get higher production, but most of our girls would quit because that’s not 
the way they like to live. 

We employ 95 full-time women. Sixty percent of these are from 18 to 28 
years old. They are young, living at home, waiting to get married, or working 
a bit after marriage to help their husbands. Ten percent of our ladies are from 
23 to 40 years old. They are married and working to make things easier at 
home or working to help get something the family wants or the farm needs. 
Thirty percent of our women are from 40 te 75 years of age. They are not 
heads of a household. They are not supporting others. They are helping out. 
Our older ladies are especially nice. It gives them a good feeling not to have 
to be a burden to their married children, 
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What will happen if we have to get high production. You and I know who 
will be the ones to go if we are forced to lay some off. 

It is a good thing for youngsters to be able to work on Saturdays and perhaps 
an afternoon or so a week. It is good to have part-time jobs so that married 
women with children in school can work a few hours a day. Does the Federal 
Government want to tell us that our way of life is wrong and that we have 
to get by with fewer people? 

It disturbs me that some people want the Federal Government to change 
so many things. I treat my employees in as considerate and fair a way as 
Iean. I take a leading part in church activities and I live by my faith. I 
believe in the dignity of people. My employees are good citizens. Almost all 
of them are Sunday-school teachers, members of the women’s organizations or 
of the different boards in their churches. They are not downtrodden or op- 
pressed or exploited. They are the salt of the earth and I don’t want to have 
tolet any of them go. 

Another group, a bigger and more important group, would be affected if we 
had to try to operate our stores on $1 or on a $1.25-an-hour minimum wage. 
Iam talking about our customers. In order to increase our sales per employee- 
hour, we would have to drop some of our lower priced merchandise. We 
couldn’t afford to give shelf space to kiddies’ panties at 29 cents a pair. We 
would be forced to buy the kind that sell for 39 or 49 cents. They are better 
quality, but they will be outgrown as quickly as the ones we now sell at 29 
cents. Merchandise adjustments like this will have to be made throughout all 
of our lines. Prices on other merchandise would be increased—not on everything, 
not on nationally advertised, price-fixed brands that everybody carries, but on 
hundreds of items among the thousands we sell. The combination of dropping 
some of our lowest priced merchandise and raising the prices of some other items 
is the kind of inflationary adjustment that would inevitably result. How does 
this help the farmers or any of our other customers? How does it help our 
suppliers whose items we would be forced to drop? 

If our company made all of the adjustments I have mentioned—increased our 
sales per working hour, laid off many of our full-time employees and most of 
our part-timers and tried to sell higher priced merchandise—we would end 
up with perhaps half of our store locations that would be busy enough to operate 
in the black. 

Our very small volume stores and those in the smallest towns present special 
problems. There is no potential for substantially increasing the business in our 
$41,000 store. Productivity can only be increased by raising volume because it 
takes a manager and three girls to keep the doors open. A substantial increase 
in Wage cost would make it necessary to turn the lock and close the store. We 
get by now because the fixtures are fully depreciated and the rent is low. The 
store has been there a long time. Must the customers in this small town go to 
another town for their inexpensive merchandise in our lines, and must the land- 
lord seek a new tenant—someone who has no other stores or who is in a different 
line of retailing—because of a Federal law? 

There are other stores, too, where we just could not make the adjustment to 
$l an hour no matter what we tried to do. It would be even more difficult at 
$1.25 an hour. These stores would have to go. 

Is this good for the communities which we serve? Is it good for our cus- 
tomers, our suppliers or the employees in the stores which could not possibly 
make the adjustment? Multiplied to other retailers all over the country, is this 
good for the economy of the country? 

I read in the paper that the biggest department store in the world, located in 
the busiest section of New York City, had just signed a new union contract. As 
Iremember it, the starting wage was raised to $1.10 an hour with provision that 
this would go to $1.25 at a later date—June, I think. The average sale in this 
store is close to $5. Customer traffic is just about the heaviest there is. 

Gentlemen, how in the world is W. E. Walker Stores, Inc., with 24 small 
stores in country towns, going to pay the same minimum wage as this biggest 
store of them all? We can’t possibly raise our 53-cent average sale to anywhere 
near $5. We don’t have enough customers streaming through our stores to make 
it possible for us to match the number of sales per hour that can be achieved 
in big cities, and to meet their production of dollar volume per employee hour 
is completely impossible. 

Some advocates of a $1 or a $1.25 minimum wage have pointed out that, for 
example, a large tube of toothpaste is sold for 69 cents everywhere and that 
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the hourly wage rates of the salespeople cover a broad range—from $1 or $1.25 
an hour or sometimes even more in a big city unionized store to much less than 
that in some stores. It has been asked why all stores cannot pay the same high 
wage rate. I am sure that you recognize that in the big-city downtown store 
the clerk has the opportunity, the potential to sell 10 times as many tubes in an 
hour as could be sold in any of our stores. 

There is one more thing I would like to add. I am no economist, but I don't 
have to be to know that it costs us a lot less to live in our section of the coun- 
try, in our small towns, than it does in New York City or Chicago or other big 
cities. This is true of smaller communities all over the country. All of the 
women working for us live at home, many on small farms. If they were alone 
and had to rent a room in a nice, clean house, it would not cost anything like 
a small apartment or even a room in the city. Most people go home to lunch 
but, even if they didn’t, even if they bought their lunch, prices are much cheaper, 
Our store in Columbia has a lunch counter and a few tables. It is the best place 
to eat in town. A full-course meal of good, home-cooked fresh food costs a top 
of 65 cents. And speaking of food, we all either raise a good deal of it or we 
are close enough to farmers to get a lot of it very reasonably. We don’t have 
transportation problems like city folks do. I cannot understand why anyone 
would compare living or living costs in county-seat towns and smaller ones with 
costs in big cities. 

What I have been talking about is my story, but it applies to thousands of 
retailers, small, medium, and large, who are serving American consumers. 

Don’t you see how violent and disruptive it would be for the Federal Govern- 
ment to apply New York City big store union wages rates to the rest of the 
country? 

Thank you for giving me this time to tell my story. I join retailers, the serv- 
ice trades, and all other local business in urging that the Fair Labor Standards 
Act be left alone. 


Mr. Waker. Thank you, Senator. I am not exactly in form here, 
because I assure you that this is not my line of work. I am here be- 
cause I am interested in the subject and I am here because I feel I 
have something that can be of value to you and the committee in 
determining the future status of this extension of coverage. 

I apologize if my choice of words is not quite up to some of the 
other neople you will have up here this morning. I do appreciate the 
opportunity of being here to try to tell you what extension of this 
act would mean to our business, our employees, and our customers. 
I will try to be right to the point and give you an example in our 
business of what would take place. 

We operate 24 stores in Mississippi and Louisiana. Our stores range 
in volume from $41,000 to $189,000 a year. 

The average is slightly less than $93,000 a year per store. Our total 
sales last year were $214 million. 

The towns where these stores are located range in population from 
1,800 to 15,000. Sixteen of our stores are in towns of under 4,000 
population; seven are in towns from 4 to 10,000 population; and 
one above 10. 

Senater McNamara. The copy I have indicates the stores are in 
areas of 1,800 to 15,000 population. You use 8,000 in several instances. 
Do you want the record to show 8,000? 

Mr. Waker. Eight is correct. We have 1 store in a town of 
12,000 only, we have 7 stores in towns of 4,000 to 8,000. Yes, sir; 
what I said is correct. 

Senator McNamara. Then we will correct our copy. Thank you. 
Go ahead. 











TO AMEND THE FAIR LABOR STANDARDS ACT 173 


Mr. Waker. In our 24 stores we average 150 full-time workers— 
95 of these 150 are women—and in addition we av erage about 125 part- 
time workers. 

Last year, as best we could determine, we produced $4.26 in sales 
for each hour of work put in by our employees. 

The merchandise we sold for a dollar cost us 65 cents; 18 cents went 
to payroll. The other expenses were 15 cents, leaving 4 cents for gross 
profit, resulting 2 cents to net profit. 

If we were to include our payroll to $1 an hour Federal minimum 
wage, our payroll, as best we could determine, would be increased by 
22 percent. This increase is exactly 4 percent of our annual sales, 
which would result in no profit for Federal and State income tax; 
no profit for return on invested capital; more important to me, no 
incentive to grow in American business. 

This figure is based on only bringing our employees below $1 to $1. 
It does not consider differentials that would nec essarily want to be 
maintained for older and experienced employees. It does not in- 
clude any overtime at time and a half, because obviously there could 
be none. 

At $1.25 an hour our payroll costs would be increased by 40 percent, 
7 percent of annual sales, or a loss of 3 cents on the dollar. 

Obviously, drastic adjustments would have to be made. I am just 
earnest enough to try to come up with the proper adjustments that 
could make us survive, but I haven't been able to do it. 

Let’s look just a moment at the adjustments that we could make. 
I pointed out that last year we sold $4.26 worth of merchandise at 
retail for every hour of work by our employees. ‘That is a low figure, 
comparatively speaking. There are a lot of businesses in this country 
I am sure would go broke in a hurry if that was their production. 

Our business has been built and founded and is known for selling 
inexpensive merchandise. I am not proud of the fact that our aver- 
age customer does not enjoy the per capita income that the average 
American does. 

I cannot let it be said, as has been inferred previously, that our 
average customer is poverty stricken. He is not, I would only wel- 
come anyone to come down and examine the situation firsthand, and 
I can’t conscientiously sit here and not correct that inference. 

Our stores are small stores in small towns. I don’t know that our 
country people get up any earlier than city people do, but they seem 
to get where they are going quicker because they don’t have as far 
to go. Some of our stores open at 7 o’clock in the morning. Most 
of them open at 8. Most of our stores close at 5 o'clock in the after- 
noon; on Saturday, 6, 7, or 8 o’clock, depending upon the locality. 

In a town of 2,000 or 3,000 people, there are lots of times in our 
stores when we do not have a customer and, when our customers 
do come in, they are not in a big hurry to rush in, pick up an item, 
and rush back out because of parking meters pushing them. 

They expect to visit a bit. They expect to chat about what is going 
on, to look at new merchandise. Basic to understanding this prob- 
lem would be the fact that the m: jority of our stores do from 40 to 
45 percent of their business on Saturday—that is, of a week’s business. 
Of necessity then, more than 50 percent of our employees on Satur- 
day are part-time, 1-day employees. 
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Now, possibly we could get real strict and set up some rules that our 
employees and our customers could abide by. I find it hard to be- 
lieve that a Federal law can change this way of life that our people 
are accustomed to. Now, if we might, let’s examine these 95 full- 
time women that we have: 60 percent of them are from 18 to 23 
years old. Those are basically high-school girls just out of school 
waiting to get married or they are just married and are trying to help 
out the young family. 

Ten percent of our full-time women are ladies from 23 to 40 years 
old. They are working. They are married, they are trying to help 
out, trying to buy something that the house or the farm needs. 

Thirty percent of our women are from 40 to 75 years of age. They 
are not the heads of a household. A lot of them are not married now, 
They are not supporting others. They are just helping out. They 
don’t want to be a burden on their children and their families. 

Now what will happen if we have to increase our production per 
employee-hour? I think it is obvious who would have to go. 

To me it is a good thing for youngsters; in fact, I think it is Ameri- 
can for youngsters to be able to work in their spare time. I think it is 
incentive. I think it creates a feeling in an American, a young Ameri- 
can, that he does ont have to depend on being given everything 
through his life. It gives him an opportunity to make a little money 
to spend and it also gives to many part-time employees an opportunity 
to help out with the family expenses. 

Does the Federal Government want to tell us that we cannot hire 
these part-time people to come by after school and sweep the floor? 

There is another group, a bigger group that would be affected if 
we had to operate our stores on $1 or $1.25 an hour, and that is our 
customers. In order to increase our sales per employee-hour, we 
would have to grade up our merchandise. We couldn’t sell a 19-cent 
children’s panty. We would have to go to 29 cents. Our people are, 
as we have already mentioned, not the wealthiest in the country. 
Many of our customers are not able to buy the things they completely 
need. 

Of what good, then, will merchandise adjustments across the board 
in our stores raising prices be to help our average customer? 

And our average customer is a farmer in our rural areas. We could 
make other adjustments. We could cancel our group insurance 
policies that the company pays 100 percent for. We could cancel our 
profit-sharing trust to the employees, but, of course, the bill would 
automatically cancel that. Now, if our company made all these ad- 
justments, increased our sales per working hour, laid off many of our 
full-time employees and most of our present part-timers, and tried 
to sell higher priced merchandise, we still find that we could not 
operate half of our stores. The smaller stores, obviously in the 
smaller towns, present the special problems, for there is no potential 
for substantially increasing the business in our $40,000 to $50,000 or 
$60,000 store. Productivity can only be increased by raising volume, 
because it takes a minimum amount of help to run a store and I have 
already told you that that is three to five people to run a store. 

A substantial increase in wages would close the store. The only 
reason we can operate the store now is because the fixtures are 10 or 15 
yearsold. They are completely charged off. 
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Our landlords—we have been with them a long time. They will 
not increase the price on our rent. Is it right for us to close our 
store in these small towns and run our customers to another town be- 
cause of Federal law? Must our suppliers close our accounts? Multi- 
plied ‘o other retailers all over the ae and other similar situa- 
tions, is it good for the entire economy of the country? 

I couldn’t help but notice not long ago that the biggest department 
store in the world, located in the busiest section of New York City, 
had just signed a new union contract. As I remember it, the start- 
ing wage was raised to $1.10 an hour with provision that this would 
go to $1.25 in a very few months afterwards. 

I think it is common knowledge that the average sale in that store 
is about $5. Customer traffic is just about the heaviest there is in the 
world. 

I have been in that store when they ring this buzzer to run their 
customers out, and their traffic is so much heavier than ours is on 
New Year’s Eve it is astounding to me. 

Gentlemen, how in the world is our company, with 25 small stores 
in country towns, going to pay the same minimum wage as this biggest 
store of them all? Our average sale is 53 cents. We don’t have the 
customers streaming through our stores to make it possible for us to 
match the number of sales per hour that can be achieved in the big 
cities, and to meet their production of dollar volume per employee- 
hour is just impossible. 

Some advocates of this legislation have pointed out that, as I believe 
you mentioned a while ago, there are items that sell for 69 cents every- 
where. Obviously again, isn’t it just as easy to understand why the 
clerk in the bigger store with the heavy traffic can probably sell 10 
tubes of toothpaste compared to our customer—or, rather, our clerk— 
where sometimes there is not a customer in the store. 

There is only one other thing I would add, and that is in answer 
almost to what your question was a while ago, sir. I am no econo- 
mist and I certainly can only give you my opinion. 

But I find it hard to believe that our living costs in our area are 
comparable with the city costs, not in the North, I will even say in 
cities in the South. Our average customer lives on a farm in the 
first place. He doesn’t have the city expenses. If he lives in the city 
his rent is lower than in a community compared with a city. Most 
of our customers raise a great portion of what they eat—their chickens, 
their eggs, their milk, a great portion of their produce. 

In the winter they have less heating bills and consequently less 
winter clothes they have to buy. 

Transportation is not a problem. I can only conscientiously sub- 

mit that our average customer must live considerably cheaper than 
the average city dweller. 
_ What I have been talking about is our small business as we consider 
it. I am sure that there are many others in this country who are 
similar. And what bothers me most about this whole matter is this 
business that was created by American incentive, American opportun- 
ity, American free enterprise. 

A man who devoted, who started with a meager savings, borrowed 
more, invested his time and his life in building a successful business; 
does this American—I think I am a typical American and I believe 
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in it—does this country by Federal law now say that his wife, his 
children, and his employees who now own the business must close 
shop? 

Gentlemen, I come primarily to submit that question because it 
bothers me to understand how this country can legislate such laws, 

I appreciate the opportunity of telling you how this bill would 
affect our small business, and I hope that in some way it helps you 
determine your answer. 

Senator McNamara. I want to thank you very much for the sub- 
committee. Your testimony certainly will help us. We are glad to 
have your point of view. It will be given every consideration. Now, 
you mention you have 95 full-time employees. 

Mr. Wacker. 150 full time; 95 are women. 

Senator McNamara. And the others? 

Mr. Waker. Men. 

Senator McNamara. Do you have a minimum wage? What is the 
minimum wage that you pay now? You start them at 50 cents an 
hour? Do you have any starting minimum wage? 

Mr. Waker. We leave that to the individual manager, as we do 
his store hours. 

Senator McNamara. There is no minimum, then ? 

Mr. Waker. No legal minimum. 

Senator McNamara. At what rate do you think, generally, the 
managers start these people ? 

Mr. Waker. I didn’t understand you, sir. 

Senator McNamara. What do you think the average manager 
starts these new employees out at; how much an hour? 

Mr. Waker. I would say 50 to 60 cents an hour. 

Senator McNamara. And I suppose some of them are more or 
less assistant managers and they get up to considerably above the 
minimum wage that we are talking about here, don’t they? Some 
would get more than $1.25 an hour. 

Mr. Waker. The retail clerks would not get more than $1 an 
hour on a salary basis. 

Senator McNamara. We are talking about all of your employees, 
these 95 women ? 

Mr. Waker. Well, if we took every employee, I imagine that the 
highest wage would be above $1. 

Senator McNamara. Do you pay your full-time employees more 
than your part-time employees? 

Mr. Wacker. Yes, sir. Of course, some of that is through extra 
benefits, and that would be your group insurance, an extra month’s 
salary at the end of the year, and 2 to 3 to 4 weeks’ vacation, depend- 
ing upon how long they have been with us. Not necessarily a dollar 
amount per hour. 

Senator McNamara. You give us considerable detail in your testi- 
mony here; you break it down pretty well as to the age brackets 
It might have been helpful if you would give us a breakdown of the 
employees and their wage rates. I think it would have added to your 
testimony considerably. If you care to submit that for the record, 
we will be glad tohaveit. Senator Goldwater? 

Senator Gotpwater. Just a few questions. Mr. Walker, how big 
a town is Columbia? 
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Mr. Waker. The census was 6,070, I believe. 

Senator GotpwaTer. What is the nearest big city to it? 

Mr. Waker. Jackson is85 miles. New Orleans is 100 miles. 

Senator Gotpwarter. Do you find any competition from these bigger 
cities from the standpoint of getting employees? 

Mr. Waker. No. 

Senator Gotpwater. When persons come to work for you, do they 
raise the question about being paid a wage as low as 50 or 60 cents? 

Mr. Waker. I guess the answer to that would be we have a waiting 
list at every store. 

Senator Gotpwater. Now, of these 95 women who work for you; 
what percentage of the married ones are working merely to supplement 
their husband’s income ? 

Mr. WAKER. Well, that varies with each store because each man- 
ager, of course, has his own ideas. I would say that our basic long- 
term employee, the one that has been with us the longest, the percent- 
age would be very high of that type employee. 

Senator Gotpwater. What is the chief source of income of the men 
in Columbia? What would you say would be the chief source of 
income of your customers ? 

Mr. Waker. It would still be farming. 

Senator Gotpwater. Do you use incentive pay in your stores any- 
place; that is, a percentage of the sales above a certain figure? 

Mr. Waker. Well, in only three or four stores we have tried it in 
the past couple of years, but the trouble is our stores are so small 
that the expense of keeping up with the sales per employee offsets any- 
thing that might be gained by it. 

Senator Gotpwarer. What would be the average salary of your 
managers of these stores ? 

Mr. Waker. I would say not quite $4,000. 

Senator Gotpwater. That is all TI have. 

Senator McNamara. Thank you very much. 

Mr. Charles Frederick, from St. Louis, Mo., the National Retail 
Farm Equipment Association. How do you do, sir. 

We are glad to have you here. 


STATEMENT OF CHARLES R. FREDERICK, NATIONAL RETAIL 
FARM EQUIPMENT ASSOCIATION 


Mr. Frepertck. My name is Charles R. Frederick. I am the man- 
aging director of the National Retail Farm Equipment Association, 
with headquarters in St. Louis. Our membership is composed of 
14,000 farm equipment retailers throughout the entire country, all 
of them located in rural communities in every State. 

In more than 3,000 of the counties of the United States there are 
farm equipment retailers. Our members sell and service about 90 per- 
cent of the total annual production of farm machinery and equipment. 
These farm equipment dealers stock, sell, and service farm machinery 
and attachments, repair parts, and miscellaneous farm production 
supplies, and, of course, they maintain modern repair shops, too. 

They use factory-trained mechanics to repair and ‘service imple- 
ments in the dealers’ service shops, and during the — and har- 
vesting periods they make emergency repairs in the farmers’ field. 
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Obviously, the principal customer of the farm equipment retailer js 
the farmer. These farm equipment dealers are all located in rural 
communities and they have a rather definite territory which they serve 
locally. 

Many of them are actually or literally located at the crossroads, 
They employ on the average from two to three trained mechanics, a 
parts man, from one to three general salesmen and merchandise men, 
a bookkeeper, and a typist. The average employment in our industry, 
in the retail farm equipment industry, last year was eight employees. 
Most of these employees assist in the different phases of the operation 
as may be required. 

The employees are usually local people with an agricultural back- 
ground. 

As has been previously stated here, the Nation’s agriculture has been 
completely mechanized and is dependent almost entirely upon power 
farm senebiatens and equipment. 

The farmer depends on the dealer to stock repair parts and to pro- 
vide immediate service when breakdowns occur. And the loss of 1 
day’s use of equipment can be extremely costly to the farmer in the 
period of planting and harvesting. 

In our industry, employment is almost without exception on an 
annual basis, with weekly or semimonthly pay periods. And in very 
many cases employees share on some basis in the profits of the business, 
Depending on the season, the parts men and the mechanics work from 
44 to 54 hours weekly. 

During the slack seasons, of course, hours are shorter, but during the 
peak periods of planting and harvesting they may even be longer. 

The hours and conditions of work during the peak season have wide 

variation from State to State and county to county depending entirely 
upon the agricultural crops and conditions. 

Employees of implement dealers with rare exceptions receive sala- 
ries in excess of the minimum wage presently provided in the Fair 
Labor Standards Act. 

We have in the retailing industry various systems of overtime pay, 
fringe benefits, bonuses, and profit-sharing plans. But implement 
dealers cannot perform the functions for which they exist in the frame- 
work of a 40-hour workweek, nor could they practically meet the re- 
quirements of existing regulations issued by the Wage-Hour Divi- 
sion. 

Working out the adjustments required by various bonus and profit- 
sharing plans presently in existence would be complicated and without 
doubt would require farm-equipment dealers to constantly consult out- 
side attorney and accountants. 

It would mean a complete change in voluntary arrangements in 
employment, that have been worked out to satisfy employees, and to 
serve the requirements of agriculture in their areas. Peak-season and 
slack-season arrangements which have been worked out to accommo- 
date employees and to serve the customer requirements would have to 
be abandoned. 

Extension of coverage in our industry would require substantial 
adjustment in policies of service to farmer customers. Limitations 
would have to be placed on farm-equipment retail service which would 
directly increase operating costs of farmers who are in no position at 
this time, we feel, to absorb such increases in production costs. 
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Each year the association conducts a cost-of-doing-business survey 
of the retail farm-equipment industry. Our survey for the year 1958 
has just been completed. The survey shows that, on the average, 
dealers operated their service shops at a loss in 1958. 

Based on income from service-shop labor, on the average, dealers 
show a loss for 1958 of 1.09 percent. 

The biggest expense of the service shop is service labor. Coverage 
under the act woald raise service-labor costs to a point where adjust- 
ment would be necessary that would no doubt impair present service 
given to farmers, particularly during planting and harvesting seasons. 

A review of this matter with a considerable number of dealers in 
various sections of the country indicates that if coverage were ex- 
tended to the retail farm-equipment industry, one of two courses 
would be necessary. 

They could limit operations, both sales and services, to a 5-day, 40- 
hour week, or possibly a 6-day, 44-hour week. They would not be able 
to stagger employment because of the difficulty in hiring and training 
employees to cut down on hours and income. 

During slack seasons employees could be laid off to compensate for 
overtime required during busy seasons. An alternative would be to 
raise prices for farm machinery and parts and to increase charges for 
services to meet the substantial pay increases which would be 
required. 

Under either alternative employment would not be spread, nor 
would income of employees be increased. Certainly, any lowering of 
the annual wage for employees would result in their seeking part-time 
employment in other endeavors. 

In behalf of the Nation’s farm-implement dealers and their farmer 
customers throughout the United States, we oppose any extension of 
coverage which would affect farm-equipment dealers for the following 
reasons : 

1. Farmers’ hours are irregular from season to season, week to week, 
and in many cases, day to day. In the months from Washington’s 
Birthday to Thanksgiving, the farm workweek frequently exceeds 60 
hours. Serving the machinery, repair, and service requirements of 
agriculture is definitely a job that cannot be performed in a uniform 
40-hour week. 

2. Present systems of compensation of employees and working con- 
ditions have been worked out to attract local people to the business on 
a permanent basis. They provide employees what amounts to a guar- 
anteed annual wage. 

These systems of compensation would have to be completely revised 
in changing to a 40-hour week under the Fair Labor Standards Act. 
Hours of employment are adjusted as crop seasons demand to serve 
the agricultural needs of the particular agricultural area in which the 
dealer is located. Coverage under the Fair Labor Standards Act 
would change all of this. Employees would lose many of their pres- 
ent benefits and would in many cases receive a smaller annual income. 
Cost of service to farmers would be definitely increased. 

3. A major concern to farm-equipment dealers is their inability 
to follow involved and complicated rules, regulations, and interpre- 
tations which are necessary in the administration of the Fair Labor 
Standards Act. Dealers know that they would be subject to claims 
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and suits in substantial amounts because they could not keep up with 
rules, regulations, and court decisions. 

4. The original cost of compliance would be economically pro- 
hibitive. The detailed recordkeeping which would be required would 
not be possible without revising bookkeeping systems and employ- 
ment of additional personnel to keep records. 

5. Our dealers are aware that if subjected to coverage, they would 
have constant checks on their operations by Federal wage-hour in- 
spectors and continuous discussions by these inspectors and employees, 
Such investigations were made frequently in this industry prior to 
1949, at which time the retail exemption was clarified. Even though 
the present act includes a clear and specific exemption, our industry 
is constantly checked and frequently individual dealers are required 
to prove their exempt status. These investigations are costly and 
time consuming to the dealer and his employees. They are particu- 
larly disturbing to dealers in this industry—located as they are in 
rural communities—who usually do not have legal counsel familiar 
with the act readily available. 

There has been and continues to be a vigorous effort on the part 
of the wage-hour inspectors to find some phase in the implement 
dealers’ operations which could be used to extend coverage to their 
establishments. 

In these cases the dealers are quite concerned as a result of state- 
ments made by investigators of the extent of liability which may 
be imposed. More. serious, however, has been the unrest which has 
resulted among employees. In many cases employees resent efforts 
of wage-hour investigators to upset present employment arrange- 
ments even more than do the employers. 

We are aware that any extension of coverage would mean con- 
tinuous checks of the entire industry. 


























































































COVERAGE AS PROPOSED BY S. 1046 





S. 1046 purports to extend coverage of the Federal wage-hour law 
to include retail enterprises which have an annual volume of $500,000 
or more. This would cover a substantial number of our retail farm- 
equipment members’ stores. Our “cost-of-doing-business survey” for 
1958, referred to earlier, shows that our 14,000 members have an aver: 
age annual dollar volume of $350,000. A substantial number have 
annual volume in excess of $500,000. Yet because some tractors and 
many other items of larger equipment run in excess of $7,000, this 
does not represent a large number of units handled. 

Furthermore a number of farm-equipment retailers own more than 
one establishment. Although each dealership is operated separately, 
they are part of the enterprise. 

The bill, however, does more than just cover enterprises doing in 
excess of the half-million volume. It covers those sales in excess of 
$50.000 annually to commercial and industrial users. 

Many of our dealers make sales of equipment to individuals who 
contract with farmers to perform farmwork, such as digging ditches, 


building farm ponds, performing specialized orchard activities, com- 
bining grain, and the like. 
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They also make sales to large commercial-type farmers. These sales 
would undoubtedly be questioned. Prior to 1949, the Wage-Hour 
Division of Department of Labor maintained that such sales were for 
commercial use. 

Furthermore, section 3(c) of the bill proposes to add a new subsec- 
tion, subsection (t), to section 3 of the act. 

Paragraph 7 of this new subsection would extend coverage of the 
act to any employer in an enterprise which has one or more employees 
engaged in interstate commerce or in the production of goods for inter- 
state commerce if the annual volume of the enterprise is $50,000 or 
more. 

Many retail stores doing much less than $500,000 a year have an 
employee who is engaged in interstate commerce activities, either 
through ordering goods from out of State, paying the bills for these 
goods, receiving and unloading them when they arrive, or delivering 
any goods across a State line. 

Others in the same line of business would not be covered, either 
because they bought locally, or because the proprietor—in an unincor- 
porated business—performed the interstate activities himself. 

Thus, within the limits of a single community, there could be one 
farm equipment dealer covered because he did more than $500,000, a 
second competing dealer with a volume of $400,000 not covered, and 
a third competing dealer with a volume of $300,000 who was covered. 
This is a situation which is equally discriminatory and ridiculous. 

Regardless of volume, a farm-equipment dealer cannot serve farmers 
on a 40-hour week. The large-volume dealers in our industry are 
in no better position to completely revise their systems of compensa- 
tion, working conditions and service, or their recordkeeping proce- 
dures, than the smaller volume dealers. 

They are locally operated and staffed by local people, serving only 
their local farm area. They compete with smaller volume dealers in 
the same community who would not be covered by the proposal. 

The large-volume dealers in this industry are usually located in areas 
where the farmers use large and heavy equipment. These dealers have 
the same type of operation and the same problems as the smaller volume 
dealers. 

Furthermore, the larger volume dealers are in no better position 
than the smaller dealers to try to keep up with the maze of regulations 
and the complicated interpretations. 

The coverage of some of the retailers in this industry on an arbi- 
trary dollar volume would affect all competing establishments within 
the industry. 

EFFECT OF COVERAGE ON AGRICULTURE 


Extension of coverage would be harmful to agriculture. Service to 
farmers would be weakened. The cost of maintaining present fast 
service to farmers when breakdown occur in the field, particularly 
during planting and harvesting seasons, would be substantially in- 
creased. We point out that farmers are in no position to have an in- 
crease imposed on their production costs. 

There is no reason to change the present system when the employees 
of the industry are well paid, satisfied, and are rendering good service. 

Farm-equipment service cannot be provided on an assembly line 
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basis. Employment can and is being handled on an annual guaran- 
teed-wage basis. Hours are adjusted to customer need and employee 
convenience based on local conditions. Annual incomes of employees 
are good. 

The question should be carefully considered of the need to upset 
present satisfactory working conditions, satisfactory compensation of 
employees, and satisfactory service to farmers merely to satisfy those 
who wish a nationwide application of wage-and-hour regulations re- 
gardless of efforts. 

The retail farm equipment industry believes that it is making a 
substantial contribution to agricultural production by its service to 
farmers which has been geared to local needs and agricultural condi- 



































personnel with a history of long-term employment in the same estab- 
lishment. Employees in this industry are well paid, substantial citi- 
zens of local rural communities. 

Extension of coverage under the Fair Labor Standards Act to the 
retail farm-equipment industry would not accomplish the avowed 
purposes of that act but on the other hand would do harm both to 
employees in the industry and the customers they serve. 

It would tend to break down the established guaranteed annual- 
wage system which prevails in the industry. 

On behalf of the 14,000 dealer members of the National Retail 
Farm Equipment Association, we respectfully urge that no change be 
made in section 13(a)(2) of the Fair Labor Standards Act and that 
no amendments be adopted to the act extending coverage to the retail 
and service trades. 

We are very grateful for the opportunity or presenting our views to 
you, Senator. 

Senator McNamara. Thank you, Mr. Frederick. We are certainly 
happy to have your testimony. 

You can be sure your viewpoint will be given consideration. 

You seem to protest particularly the increased amount of records 
and reports which would have to be kept. If these were largely elimi- 
nated you still would be in opposition to the minimum wage, despite 
—— that most of your people would not be affected by this; is that 
right ¢ 

Mr. Freperick. Our presentation to your subcommittee is based 
on maximum hours, Senator. 

Senator McNamara. Then you would be materially affected by the 
minimum wage suggested in this bill. 

Mr. Frepericx. We do not believe we would, sir, based on the in- 
formation that we have. 

Senator McNamara. Despite that belief, if you did not have as 
much paperwork it would not affect you very much then, would it? 

Mr. Freperick. Yes, it would for the reasons that we mentioned, 
because of the application of any activity affecting interstate com- 
merce. As I said, the sum of a $500,000 volume is not very great in 
this particular industry because of the high unit price of much of the 
machinery we use. And I checked, took the trouble to check, each 
member of this subcommittee, and there is not one but who has farm- 
equipment retailers in the State which he serves, which is being 





























































































































tions. The industry has developed a corps of highly trained satisfied: 
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supplied with equipment and machinery from the long-line manu- 
facturers and others outside his own State. 

Senator McNamara. I am sure of that. Now you mentioned under 
your present system that you have what amounts to a guaranteed an- 
nual wage. 

Mr. Freperick. Yes, sir. 

Senator McNamara. You mentioned that four of five times. 

What would this guaranteed annual wage amount to; how much 
money ¢ 

Mr. Frepertick. It will vary of course, depending on these factors. 
No. 1, there is a difference regionally, and there is also a difference 
depending on the proximity of an agricultural area to a large metro- 
politan area. For example, in the case of mechanics we find that the 
weekly wage runs between $70 and $90 a week, for the average. 

We are saying there are exceptions. We are not trying to main- 
tain that at all, sir. 

Senator McNamara. Then your annual wage would be somewhere 
between $3,500 and $4,000. 

Mr. Freperick= Yes, sir. 

Mr. McNamara. That is the guaranteed annual wage that you re- 
ferred to in several places for mechanics ? 

Mr. Frepertck. Employment on a year-around basis. 

Senator McNamara. And they generally are employed as you in- 
dicated ¢ 

Mr. Frepericr. Yes. 

Senator McNamara. The year around year after year? 

Mr. Freperick. Yes, sir. 

Senator McNamara. Thank you again. 

Do you have any questions, Senator ? 

Senator Gotpwater. I want to just comment on the witness bring- 
ing out the fact that paragraph 7 of the new subsection would prac- 
tically negate the $500,000 criteria set in another part of the same 
section. 

I think, Mr. Chairman, that we will have to give very serious con- 
sideration to amending this provision so that we won’t have a man 
exempted because he is under $500,000 but have the act applicable 
because he is doing $50,000 worth of business under section a 

Mr. Frepertck. That presents a very serious problem to us in a 
competitive situation, and we certainly have it if any of you are 
familiar with 

Senator Gotpwater. Take for example a piece of cotton-picking 
machinery. I think it sells for $20,000. 

Mr. Freperick. Yes, sir. 

Senator Gotpwater. Three of those would put a man under the 
coverage of this act. 

Mr. Freperick. Yes. 

Senator Gotpwater. I am glad you brought that out. I think 
we should give very prompt attention to correcting that. 

Now one other point. Do you think that the dollar volume is the 
best way to treat this exemption ? 

Mr. Frepertck. The involvements in interpretation are so great as 
to cause me to say no, sir, I do not. 

I do not see how it is any particular index at all on this. 
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Senator Gotpwater. For instance, taking your own business, which 
is made up of high-priced items—it wouldn’t take any length of time 
at all to reach $500,000. 

You could reach that figure with a relatively small firm, couldn’t 
you ? 

: Mr. Freperick. Yes, sir. 

Senator Gotpwater. With a maximum of say 20 or 25 employees? 

Mr. Freperick. I do have some very current figures here with which 
I can answer your question. In the group which goes up to $500,000 
in volume, that is done with 8.6 employees. The average is 8.6. 

Senator Gotpwarer. In your business? 

Mr. Freperick. Yes, sir. 

Senator Gotpwater. I wonder, Mr. Chairman, if we might not make 
that chart a part of the record? ; 

Mr. Frepericx. These are reproductive proofs, and I would be very 
glad to make them a part of the record. They aren’t very finished. 

Senator McNamara. We would be happy to have them and I am 
sure we can reproduce them. 

Thank you very much. They will be made part of the record. 

(The documents referred to follow:) 


NINETEEN HUNDRED AND FIFTY-EIGHT COST-OF-DOING-BUSINESS STUDY 


The May issue of Farm & Power Equipment carries the complete 
analysis of NRFEA’s 1958 cost-of-doing-business study with respect 
to average dealer operations. Be sure to read your May issue before 
making comparisons of your financial and operating figures with tables 
appearing in this booklet. 

Contained herein you will find 40 additional studies by volume groups 
and regions. These include high profit and low profit operating figures 
for each of the volume groups, and six special studies for each of five 
geographical regions of the United States. 


Operating figures furnished by dealer-members of the association for the year 
1958 form the basis for all tabulations appearing in this cost-of-doing-business 
study. 

Returns were received from dealers in the five geographical regions shown on 
pages 9, 10, and 11, in almost exact proportion to the number of members in these 
regions. Since the records of the national association do not show sales volume 
of its members, there was no way to determine whether returns were received 
from dealers in the various volume groups in proportion to the number of dealers 
in each group. It is believed, however, that each volume group is adequately 
represented. 

On the following pages will be found the results of the 1958 cost of doing busi- 
ness study arranged according to volume group. To compare your 1958 opera- 
tions with averages of other dealers of similar size, you first select the group 
which corresponds to your 1958 sales volume. The table below will help you 
make this selection: 


1957 sales volume 





Up to $100,000. ____- 
$100,000 to $250,000__- 
$250,000 to $500,000__- 
Over $500,000______ 


Before entering your figures in the special column reserved for your use on the 
above pages, be sure that 

1. All freight costs have been charged to proper cost of sales accounts on your 
records. 

2. Mechanics’ wages have been charged to cost of sales of service labor. 

3. Handling charges have been included in sales of service labor. 
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4. Total expense includes a salary for officers, owners, and managers. 
5. All income and expense not directly related to your retail business have been 
eliminated from your operating figures. 

With these necessary adjustments, you are ready to proceed. You will find the 
average of your volume group in the column immediately to the left of “Your 
Figures.” 

When making comparisons of your figures with those to be found in this 
study, bear in mind that “average” is a combination of the poorest of the best 
and best of the poorest. It should not be a source of particular satisfaction to 
you to find that you are as good as the average. However, if your operating 
figures compare favorably with those in the column immediately to the right 
of “Your figures,” you may count yourself among the best in the business. These 
figures are the averages of the top dealers in your group in net profit percentage 
of sales. 

Returns used in compiling averages of high-profit and low-profit dealers each 
represent approximately one-fourth of the group or region. To get these figures, 
the questionnaire returns were first ranked according to percentage of net profit 
(or loss) to sales from the highest to the lowest. The best one-fourth and the 
poorest one-fourth of the returns involved were then selected to make these 
tabulations—a most interesting and valuable part of the cost of doing business 
study. Besure you make full use of it. 





PERCENTAGES 


All percentages shown in this study are in relation to sales. 
puted by dividing the dollars of margin or expense by sales. 
In the case of margins, each item is divided by sales of the department to 
arrive at the percentage of margin for the department. Total margin divided by 
total sales gives the percentage of margin on the composite of all sales. 
Percentages shown for expenses are in relation to total sales. Again, the 
dollar amount for each item is divided by total sales to arrive at the percentage. 
Operating percentages are important since they refiect the degree of operating 
efficiency. These figures are the true test of management, and serve as a sound 
basis for accurate comparison regardless of sales volume. 


They are com- 







Average national balance sheet for 1958 
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r Group A Group B | Group C | Group D | All groups 
S a aeeeeennennenemeneine ~ . — = ‘ at — 
Assets: | } 

nD Cash and Government bonds___- $3, 937 $6, 071 $9, 088 | $19, 487 | $9, 323 
e Accounts and notes receivable. | 5, 996 12, 324 | 24, 594 | 79, O49 27, 542 
e Inventories -- -- 38, 028 66, 445 | 102, 984 | 197, 221 100, 797 
d Total current assets _ __ 47, 961 84, 840 | 136, 666 295,777 | 137, 662 
< Cars and trucks, equipment and fix- | 
. tures !_ 1, 822 3,111 | 5, 553 | 14, 602 5, 860 
y Land and buildings !__ 7, 060 7,074 | 11, 191 | 29, 504 12, 276 

Other assets - 6, 219 4, 046 4, 876 19, 090 6, 935 
. in ; nciiecenibtaaiaeil aa 
Total assets. _- 63, 062 99, 071 158, 286 | 358, 973 | 162, 733 
ip Liabilities and net worth: : 
u Notes, accounts, and mortgages pay- 

able... 29, 460 43, 531 | 72, 935 166, 450 | 75, 851 

Net worth_-- 33, 602 55, 540 | 85, 351 192, 523 86, 882 

% Total liabilities and net worth- 63, 062 99, O71 158, 286 358, 973 162, 733 












| 


1 Values stated are book values (original cost minus reserve for depreciation). Approximately half ofthe 
reporting dealers rent their main buildings. Therefore, to compute approximate value of land and buildings 
owned by nonrenters, multiply given book values by 2. 
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All dealers—1958 operating averages 














| Amount 





Sales: 
New equipment..-......--.- 
Used equipment....-..---- 


Total, new and used_...- 
Repair parts........------- 
Sy) a 








Margins: 
Used equipment.._....-.--- 
Total, new and used_-..-_- 


Repair parts......---.----- 
Service labor. ......-.--.-- 






Total operating margin. 
Other ino0ms.........-..... 








Expenses: 
Salaries: 


eee 


Heat, light, power, water_- 
Telephone and telegraph- - 
Store and office expenses | 


Car and truck expense---- 
Travel and sales, demon- 


Taxes, payroll and prop- 


Dues, subscriptions, and 






Repairs, building and 















New equipment... 
Used equipment 
Repair parts A 
Other lines-_---.-_- 


irc ccakigtu's 











AU other Mines... <2. 200-s- 


Your figures |High-profit dealers} Low-profit dealers 


of sales 








Percent} Amount | Percent} Amount | Percent 


$136,449 | 47. 43 


as 


of sales 










43,647 | 15.17 





180, 096 | 62. 60 
47,953 | 16.67 
15, 772 5. 48 
43,871 | 15.25 





re | & 


New equipment-_---------- 





DEE OCROT TGR inns ccecsccs 


|S | ones 
2/2838) 88 


—_ 


287, 692 | 100.00 


(4, 679)} (10. 72) 


13,118 | 27.36 
2,890 | 18.32 
6, 069 _B.8 





Total margin.....-...--.- 
Total GINSRSS... ....-00256-<0- 


Net operating profit or | 
loss (before income | 
ee ae = 














Officers, owners. ---.----| 
Office employees......--| 3,080 | .90 /-----..-..- 
ee See 
| CS eee 
Rent or lease.............. 


and postage. --.-..--------| 
Shop supplies, and equip- | 
ment repairs............. 


Rs oct ccndake 
PRUE aoe cond 


ON a an cane P a Ge ih! OP Leet 

ENON es dee 
Insurance (except ener f 
Legal and auditing_-.-----_-| 
Group insurance-_--.--..--| 


se inadienaineome 
Depreciation. . ............ 
PR MR sci ciiindi tibia ci 
Interest and bank charges- 
After-sale expemse----_----- 
Miscellaneous- -.--....----- 








Total expenses.-..-....... 





INVENTORIES 











Change 


$2, 457 
2, 446 
818 
(270) 





95, 346 | 100, 797 





5, 451 


Turnover 





22,820 | 16.72 








18, 141 10. 07 













































—_—_—— 
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390 14 
2, 305 80 
703 . 24 
1, 522 54 
1, 782 . 62 
; 28 | 74 








49, 215. 17,11 












Your in- 
ventory 
turnover 
| 
Ble besssey 
SS eee 
B. Zr beceas 
3. 91 
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Group A—1958 operating averages—Sales up to $100,000 

































































































































































: Average | Your figures /|High-profit dealers Low-profit dealers 
| Cone 
; Amount | Percent} Amount | Percent} Amount | Percent} Amount | Percent 
of sales of sales of sales of sales 
| 
Sales: 
New equipment_.__....__.| $35,872 | 48.87 $38,698 | 48.45 | $34,749 | 50.99 
Used equipment... 8.058 | 10.98 | a 10,602 | 13.27} 8882] 13.03 
Total, new and used_..._| 43, 990 | 59.85 a 49,300 | 61.72 | 43,631 | 64.02 
Repair parts...........-..| 15,011 | 20. 45 __...| 16,555| 20.73] 13,716] 20.12 
Service labor. _-..____- 4,540| 6.19 | as 5,595 | 7.00 4,819 | 7.07 
All other lines-_----- 9,919 ° | 13. 51 ‘ 8, 425 10. 55 5, 991 8.79 
Total, sales._--_- 73, 400 | 100.00 : _ ; 79, 875 | 100.00 68, 157 100. 00 
Margins: 
New equipment_-______--__- 5, 970 =| PE fa oss~ osc ipawnnat 7, 556 19. 53 5, 096 14. 67 
) Used equipment_..____ (469)! (5. 82) pirate 756 7.13 (1, 325)| (14. 92) 
. Total, new and used____- 5, 501 12. 52 5 ee eee eee 8,312 | 16.86 3, 771 8. 64 
Repair parts.........-. ‘ 4, 67: 5. ) eae paisa 5,125 | 30.96 4, 49 32. 7 
Se hr a 831 WE OE fewsen nc ceie owen aoe 1,987 | 35.51 322 6. 68 
All other lines... -.......-- 1.7 17.18 1, 322 15. 69 1, 126 18. 79 
- Total operating margin__ 12, 709 Bat Gc greene oat ee 16,746 | 20.97 9, 710 14. 25 
Other income...-.--_--- 1, 366 1. 86 sith dain inl a eel 1, 538 1.92 707 1.03 
- "Pokus eee. 5 5. oo 5. 14, 075 en i oe oe 18, 284 22. 89 10, 417 15. 28 
. Total expemse..........-... 12, 461 16. 98 9,092 | 11.38 16, 365 | 24.01 
_ Net operating profit or 
loss (before income 
GIGI wedawcedawess 3 614 2. 19 9,192 | 11.51 (5, 948)} (8. 73) 
) =< lo = : === 
- Expenses: 
Salaries: 
Officers, owners _-...--.-- 2, 560 Bh nceisec eaaiienal 897 1.12 2, 659 3. 90 
3 Office employees -- -..--- 860 WEE Biatsccnnctnadadak 870 1.09 1, 341 1.97 
> SN aicticnnewiand 864 BOE Ba dencce a ccs Rieti Eibdaacicanion Namaidldtl 1, 644 2. 42 
} i | RE eae 673 o WEE Pndcnannh bdecee 333 . 42 1, 313 1.93 
, UGE iraemctscrgccceiiicics 457 oO baccccunkagiegetonentinaseuss: Reneatace 1, 047 1. 54 
2 Bent oF OSG .......ces-<<s- 646 OEE Lenctdcnishenaang 386 . 48 1, 168 1.71 
t Heat, light, power, water _- 429 SUE lnnwdnaaastiapeenees 491 . 62 401 .59 
2 Telephone and telegraph 266 jE bedseccdonkieianaite 376 .47 221 . 32 
3 Store and office expenses 
and postage. ............ 291 6 deniekeds eaataiaiel 301 . 38 469 . 69 
3 Shop supplies and equip- | 
| eae 410 1, Besagdedaeianed Eeindentole 455 - 58 548 . 80 
2 Car and truck expense ____- 732 ND Riess ccnnh icine 797 | .99 543 | vt 
9 Travel and sales, demon- 
ORD sd ees 237 SAE Renate ck neiceiind 260 | - 32 | 281 | .42 
1 Pe Giicictdiicnabeinnd oe 615 si ac ccteiink ai taeat dy inate 507 . 63 762 1.12 
1 Taxes, payroll and prop- | 
ET i cnc teks iancccues 711  Uicnaincapanc ts Rimi 660 | . 83 | 792 1.16 
Dues, subscriptions, and | | 
I as catkintee ncnas 99 0 ME eteapeceiunedoeaac Rinomoiecadillia 140 -17 49 .07 
8 Insurance (except group) - 642 EEE eee 531 | - 66 | 690 1.01 
iL Legal and auditing __...._- 124 0) axscomicee nmol 148 .19 | 152 .22 
4 Group insurance__--_...--- 53 oN onion cadens bancindate 93 | .12 | 68 | .10 
9 Repairs, building and fix- 
nn, Oe SE Se 74 oA Occasion sich ivcostsieeniniek 126 | -16 | 81 -12 
4 Depreciation. . .........._- 933 Ss cid aed 2 921 1.16 1, 208 1.77 
0 BO Og cennrpcec nine SEs Be ecwsaseuns Ligenacas) 140] .18 26 . 04 
4 Interest and bank charges-_-| 432 oO Eeccuesienid Dg ced | 361 . 45 | 450 . 66 
4 After-sale expense. _____.__| el. Mleeasseead Re cciel 17%6| .22 23 . 03 
: Miscellaneous. ._........-.| SE Ei lemeesenseshotnesoatd 15} 14 429| .63 
: _—_—————|—— ——| ——} ——| — 
1 Total expenses - - concennl OG TAS hn |-------- |} 9,092] 11.38 16,365 | 24.01 
' ' | 
= INVENTORIES 
soll | | | | 
| | | Your in- 
I | Beginning | Closing | Change | Percent of | Turnover | ventory 
y change | turnover 
r 
—— } | 
New equipment--.......-.--- $16,537 | $18,935 | ear 
Used equipment-.---.....---- | 3, 732 | 0; CBive Bet Dieses 
\  -) _ 2 ee 9, 893 | 10, 274 hess ibaittchtciin 
i ee 5, 121 | Ss an ion) i <7 Sees 
= ey dailies tianttndiadicasnie satan 35, 283 | et. —R — S kcene 


41681—59——_14 
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Group B—1958 operating av erages—Sales, $100, 000 to $250, 000 








| 
| Average 





Your figures /|High-profit dealers| Low-profit dealers 


——_—_—— 











Amount | Percent} Amount | Percent} Amount | Percent} Amount | Percent 
































of sales | of sales | | of sales | of sales 
ai s : tenis i | — 
| | | | 
Sales: | | 
New equipment-_---_.---- | SE 1 I Verminacctrm sii emepnto wots | $94,759 | 51.55 | $87,959 | 49.20 
Used equipment-__._..--- ae. SRE | 25,321 | 13.77 | 28,202 | 15.77 
Total, new and used__-_| 120 301 | 5 51 ee ee rE | 120, 080 65. 32 114, 161 64. 97 
Repair ae 32, 651 | 17 UE aaah eccie Reeesieme ee 35,335 | 19.22 30, 498 17.06 
Service labor. it diimeceeel 8. 923 i” PRINS cccart Mie cee Related 8, 930 4. 86 9, 148 5.11 
All other Waeh<2 3 3: 21,759 | 11.85 |- eecescsfunesusen| GaSe | S00] Be wee 12. 86 











oot a 183, 634 | _100. 00 | acl care cles coos nati | 183, 833 | 100. 00 | 178, 791° 100. 00 


























Margins: | | 
































































































































New equipment--__-__---- ee i A ee RT | 17,505 | 18.47 14,652 | 16.66 
Used equipment.....---- (1, 740) (6. 31)}. oe cee Ds eet cies | (670); (2 65)} (2, 109) (7. 48) 
Total, new and used_._| il. 98 sis clek dake chs ilaieenict ictal | 16, 835 | 14.02 12, 543 | 10. 80 
Repair parts_...........- DRE Leancccccnkippakineel) Se) ee 8,640 | 28.33 
Service labor. ........--- ; fy aU es Pease | 1,456) 16.30] 1,214] 13.28 
Ri otter Ties... ......... | ao0e | 10. 2 [.oun.-e0ns ae 3,893 | 19.98 3, 220 14. 01 
Totaloperatingmargin.| 28,289 | 15.41 |... -__- Soedcein 32,658 | 17.77 25, 617 14. 33 
Other income.........--- 5, 099 ae MM oscussginec ack Adeeadcindadies 6,185 | 3.36 | 4, 586 2. 56 
Total margin._..--... 33, 388 | eNO 2k era | 38,843 | 21.13} 30,203] 16.89 
Tetet arouse... -.;.-.-..... SG 1h tee teacene ek BEERS: 23,366 | 12.72] 32,164] 17.99 
Net operating profit or | | 
loss (before income | 
EN ies edivucticactnoe 77 
Expenses: | 
Salaries: | 
Officers, owners--.-.----- 2, 925 1. 60 7, 345 4.11 
Office employ Rg accu 1, 687 . 92 2,244; 1.26 
oa ce nics 2, 851 1.55 3, 123 1.74 
Ge MD. cnancesiccscs 1, 906 1.04 2, 152 1.20 
IN i ak 386 21 7 - 43 
NS | Oe I 889} .48 1, 460 . 82 
Heat, light, power, water-. 744 | . 40 972 | 4 
Telephone and telegrs yph._ | 501 27 | 517 . 29 
Store and office expenses | | | | 
__ 550 aD lixkienwns cena | 565 30 534 . 30 
Shop supplies and equip- | | | | 
ment repairs.........--.- tees!) ~ GAR eessoocees PRatecoeol 724) .39 725| .4i 
Car and truck expense-.--- 1, 288 | STA iiwanenees SAciesisinoues 1, 569 | 85 1,715 . 96 
Travel and sales, demon- | | 
SN on ema | 653 | SO ease h ee osc as 608 | - 33 | 793 44 
Advertising - 1, 202 WET odnsatonss Sa 1, 004 | . 56 | 1, 371 . 76 
Taxes, payroll ‘and ‘prop- | 
|. ee ae 1, 543 iin anak tice tese 1, 520 . 82 | 1,711 96 
Dues, subscriptions and | | 
donations__ io ant 193 | MED iekcainden a Se sahenisall 215 | .12 | 179 -10 
Insurance (except group) - a 1, 128 | MR ecacccisce ed 1,120 | . 62 1, 160 . 65 
Legal and auditing----_-_.-- 259 | SM cece nce ebeinnain 234 13 | 341 19 
Group insurance_-__-------- 149 | Ub leaccetenas eae 141 . 08 124 7 
Repairs, building and fix- | | | | 
TU iid eccern eso a \ a oe 28} .11 24] .14 
Depreciation. .......-.---- ee A 4 eee | ia - ia 7 1, 577 . 88 
| a 353 EP iicacicce a 394 | .21 | 242 .14 
Interest and bank charges-| OB t)-- 88 [occ cos 301] .21 | 926 . 52 
After-sale expense ----_.---. 750 | ME iiasdteicccatiercnueee 706 | 38 830 46 
NL Sie netcnst “ET he iegncdawavelacnnaacd X 
Total expenses.__- 









INVENTORIES 






























| | Your in- 

Beginning | Closing Change | Percent Turnover | ventory 
change turnover 

a —- Ps ~ . ea - | oa 

New equipment. -__....----- $32,141 | $34, 593 $2, 452 | 7.63 | ae) oe 

Used equipment.-..-.-......-- 7, 734 | 8, 894 1, 160 | 15. 00 | S98 f.5. ae 

Repair parts......--..--.----- 15,490 | 16, 287 | 797 | 5.15 | 471. ee 

[PE REE ee 6, 082 | 6, 671 | 589 | 9.68 | DOS Invngeneeated 

De tice Scie eimai » 447 | 66, 445 , 998 | 8. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 189 


Group C—1958 operating averages—Sales, $250,000 to $500,000 


| 
Average Your figures High-profit dealers} Low-profit dealers 





| Amount | Percent} Amount | Percent} Amount | Percent} Amount 
| of sales of sales of sales 
| | 


Percent 
of sales 


Sales: 
New equipment | $179,449 | 50.85 $181,146 | 51.16 | $169,008 | 49,10 
Used equipment 58,846 | 16. 67 aerial 61, 876 17. 48 55,390 | 16.09 


ae eee as e vee | 
Total, new and used_ | 238, 295 67 52 243, 022 68.64 | 224, 398 65.19 
i 57, 000 16. 15 iain 57, 559 16.26 | 55,103 16. 01 
Service labor 17, 400 4. 93 | 17, 386 4.91 17, 786 5.17 
All other lines | 40, 237 | ay 40 | pensar | 36, 060 | 10.19 46,914 13. 63 


Total sales | 3 52, 982 100. 00, r oe 354,027 | 100.00 | 


_ 388, 201 | 100.00 


Margins: | —= |= 


| 
New equipment 29,853 | 16.64 | 31, 87 17.60 | 24,609 14. 56 
. 76) (5,022); (9.07) 


Used equipment |__(6,023)| (8.54) (1,706)| (2 
Total, new and used.....| 24,830 | 10. 42 30,168} 12.41| 19,587] 8.73 
Repelr perts..............<.. | 15, 556 le  Ecitncatonsca 16, 556 28. 76 14, 373 26. 08 


Service labor | 5908 | 30. om |. ..... 4,109 | 23. 


23.63 | 3,898 | 21.92 
All other lines. .........--- | 5, 287 13. 14 | | 5, 242 14.5 6, 212 13. 24 








Total operating margin__ 49, 476 “14.02 56, 075 | L 44,070 12. 80 
Other income | 9,695} 2.75 | 11,341 | 3. 9,276 | 2.70 
Total margin ; 59, 171 16. 77 4 67, 416 | 

Fenel GHG, 2. ncdnnesss--=- 47,214 13. 38 40, 644 
= ' 





53, 346 15. 50 
$| 55,177] 16.0: 
Net operating profit or | 
loss (before income | 
11,957 | 3. 26,772 | 7.56 _4, 831) 
Expenses: 
Salaries: 
Officers, Owners- - - -- 
Office employees---_- 
Salesmen be 
Parts men.-.......-- 
Ue Ban cna seein 
Rent or lease _- 
Heat, light, power, water_- 
Telephone and telegraph - -_| 
Store and office expenses 
and postage | 
Shop supplies and equip- | 
ment repairs... aval , 296 i Beccemane — » ° 1, 331 
Car and truck expense____ | 2, 687 j eS teal F 7 7 2, 832 
Travel and sales, demon- 
strations__- 
Advertising 
Taxes, payroll and prop- 
WS .55.5 caine 2,% MN Bete Pobcon te 119 - 60 | 2, .78 
Dues, subscriptions, and 
donations-__- 264 | . 08 a 272 | 07 248 07 
Insurance (except group) -- 863 | . 52 | t . , 625 . 46 2, 140 62 
Legal and auditing- -- ; 392 ll eis 307 | ¢ 400 .12 
Group insurance 283 . 08 soe ES 266 .07 304 .09 
Repairs, ene and fix- | | 
tures. __- 316 .09 | tbe TW) ~.8 370 oul 
Depreciation _- , 342 | 66 | . 110 | . 60 | 2, 705 gue 
Bad debts. , 041 .29 ; mEbe 508 | .14 1, 054 .3l 
Interest and bank charges. , 405 | - 40 | ; ‘i 864 | . 25 1, 515 . 45 
After-sale expense_____- a , 844 52 |. ‘ aan , 764 . 50 1,978 . 58 
Miscellaneous. .-._._- | 1,108 .31 os hccabt 7%8| .2 2, 004 58 
Total expenses.....______| "47, 214 | G6 lsc, 2 ,644 | 11.48 | 85,177 | 16.03 
| | | 


10, 258 
3, 392 
6, 022 
3, 935 
2, 439 
2, 435 
1, 301 

890 


ht et CO Cn CO OD 
€ >< 


1, 214 





1,474 : 
2, 250 . 65 


























INVENTORIES 
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| 
| Percent Your in- 
Beginning Closing Change | change | Turnover ventory 
turnover 
| 





Used equipment 12, 027 | 14, 607 
NE SNEED oo tiec cans Guneand 23, 485 | 24, 563 
Other lines. ........-- —cebe aE 9, 823 | 9, 402 


O78 


(421) 


5, 995 | 


| 
New equipment $51, 654 $54, 412 | $2, = 
| 


96, 989 102, 984 





TO AMEND THE FAIR LABOR STANDARDS ACT 


Group ) D—1958 operating averages—Sales over $500,000 


Average Your figures |High-profit dealers] Low-profit dealers 


Amount | Percent} Amount | Percent} Amount | Percent} Amount | Percent 
of sales of sales of sales 


Bales: 
New equipment $370,147 | 45.88 
Used equipment. _-.-....-.- 124,373 | 15.41 117, 652 


Total, new and used »f 41. 29 461, 612 
Repair parts.......... -| 154, 19. 12 151, 862 
Service labor. ---. . ; 6. 01 46, 831 
All other lines , oe 13. 58 


I iiticeniawnsnn : 739, 298 
Margins: ‘ 
New equipment 4 ; 62, 680 ; . 30 
Used equipment ; . 04) (1, 247) ° mu 079)) (17. 16) 
Total, new and used_.-- ‘ y J ; oar 754} 10.94 
Repair parts : : \ 33,258 | 26.16 
Service labor 3, fi. 3, § , 8, 392 18. 84 
All other lines..........--.- ‘ : 26,617 | 15.34 


\—-skhc OU _———_}| -—~__- 


Total operating margin..| 123, 523 15. 31 129, 952 17. 58 113, 021 14.99 
Other income 21, 755 2. 70 25, 350 | 3. 43 18, 455 2. 45 
iene ccicioaietiag 


Total margin 145,278 | 18.01 155,302} 21.01] 131,476 | 17.44 
Total expense 118,486 | 14.69 102,480 | 13.86 7 16. 96 


Net operating profit or 
loss (before income 


venmnsae 


3,615 | 





Expenses: 
Salaries: 
Officers, owners---.-. 
Office employees 





no 


8 2268228 


amanntsann mtn 


Parts men 


Rent or lease_------- 

Heat, light, power, water_. 

Telephone and telegraph 

Store and office expenses 
and postage--.-._--- 

Shop supplies and equip- 
ment repairs__ a 

Car and truck expense 

Travel and sales, demon- 
ee 

Advertising 

Taxes, payroll and property 

Dues, subscriptions, and | 
donations 

Insurance (except group) -- 

Legal and auditing 

Group insurance 

Repairs, building and fix- 


HNP RePoS 
JESALSEE 


Pw no S 


ee 
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bt 
ss & BBaNRSRS 


FS 


GORE ewanmeananl 


w 
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Zee Be 


gro Ah 
or 
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, 951 “ 
74 
| 


SN 


guka 268 2 


Bees wae 





BRES 
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28585 


Depreciation 

i eee eee 
Interest and bank charges. 
After-sale expense ----.-.---- 
Miscellaneous. ...........- 


PPPs 
me 3b 
RAS 


& 


Total expenses___-...-_-- 118, 486 ‘ 13. 86 | 127, 861 | 16. 96 


INVENTORIES 


| Your in- 
Beginning Closing Change Percent Turnover ventory 
change turnover 


New equipment $97, 586 
Used equipment 31, 315 
Repair parts 

ener ee os | ccsacmaas 17, 655 
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TO AMEND THE FAIR LABOR STANDARDS ACT 
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DEPARTMENTAL OPERATIONS 


{A number of dealers cooperating in this year’s cost-of-doing-business survey furnished their departmenta, 
expenses for 1958, making possible the following special tabulation of departmental sales, costs, margins] 
expenses, and net profit. These are averages of only those dealers submitting the departmental expense 
figures] 





Margin Department Net profit 


Expense 
Cost of | 


| sales 


Sales ee ante | — = 
Amount | Per- | Amount/] Per- | Amount] Per- 
cent cent cent 
sales sales 


Department: | 
New equipment_- 21 | $171,410 | $34,011 16. 56 
Used equipment..__._- 798 | 71,903 (7, 105)| (10. 96) | 








Total new and used 216 243,313 | 26,906 9.96 | ; ($6, 639)} (2. 46) . 
Repair parts_...........-.] 88 65, 967 23, 917 26. 61 14, 337 5. 9! 9, 580 10. 66 
Service labor. ......__-- 31, 17! 21, 383 9, 792 31. 41 10, 133 (341); (1.09) 
Other lines. -_-._-- 3 32, 225 4, 808 12. 98 | 3, 934 10. 62 874 2. 36 
15.27 | 61,708 | 14.42 3, 715 85 
Other income______._--..-- 5. ae | - 11, 978 2. 80 








Net operating profit 
or loss (before in- 
come taxes) -...-.-- 





PROPRIETORSHIP 


Percentage of reporting dealerships 
Businesses operated as— 





Group A | Group B | Group C | Group D 


Single proprietorship 51. 28 40. 93 ; 18. 85 
Partnership | 33. 34 33. 54 9.7 27.05 
Corporation | 15. 38 | 25. 53 2. 54. 10 


BUILDING OWNERSHIP 


Main building Percentage of reporting dealerships 








| 
Owned by firm 50. 00 54. 93 49. 84 | 51.35 
Rented or leased 50. 00 45. 07 50. 16 48. 65 





PERSONNEL 


| Number of salaried employees 
| 
Classification 


Group A Group B Group C Group D All 
1 | ea 





time | time time time time | time time time time time 





Sales (including 
owners, man- | 
I cic tcactiiailans : R i 

Office 4 :6 | 


Full | Part Full | Part Full Part Full | Part Full Part 
| | 
| | 
| | 


— Ore bobo 





© | ioviotois 


bo 
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Compiled and published as a membership service of the National Retail Farm 
Equipment Association and the 33 State and regional farm-equipment associa- 
tions: 

Alabama Farm Equipment Association, Post Office Box 630, Auburn, Ala. 

California Equipment Dealers’ Association, Wilshire Building, Fullerton, 
Calif. 

Carolinas’ Farm Equipment Dealers Association, 210 National Rank Build- 
ing, Wilson, N.C. 

Deep-South Farm Equipment Association, Box 647, Alexandria, La. 

Florida Retail Farm Equipment Association, Post Office Box 2426, Orlando, 
Fla. 

Georgia Farm Equipment Association, 550 Riverside Drive, Macon, Ga. 

Illinois Retail Farm Equipment Association, 3500 North Adams Street, 
Peoria, Ill. 

Indiana Implement Dealers Association, 665 East 61st Street, Indianapolis, 
Ind. 


Intermountain Hardware & Implement Association, 308 Bank of Idaho 
Building, Boise, Idaho 


Iowa Retail Farm Equipment Association, 508 10th Street, Des Moines, 
Iowa 

Kentucky Retail Farm Equipment Association, 628 South Sixth Street, 
Louisville, Ky. 

Mar-Del-Va Farm Equipment Association, Box 285, Winchester, Va. 

Michigan Farm Equipment Association, 515 Murray Building, Grand Rapids 
2, Mich. 

Mid-South Farm Equipment Association, 253 South Parkway West, Memphis 
1, Tenn. 


Mid-West Retail Farm Equipment Association, 4929 North 30th Street, 
Omaha, Nebr. 


Minnesota Implement Dealers Association, 129 East Broadway, Owatonna, 
Minn. 

Mississippi Valley Farm Equipment Association, 232 Hotel Sheraton-Jeffer- 
son, St. Louis 1, Mo. 

Montana Hardware & Implement Association, Gold Block, Helena, Mont. 

Mountain States Hardware & Implement Association, 1233 Spruce Street, 
Boulder, Colo. 

New England Farm & Power Equipment Dealers’ Association, Cleveland 
Street, Norfolk, Mass. 

New Jersey Farm Equipment Dealers Association, 52 Paterson Street, New 
Brunswick, N.J. 

New York Farm Equipment Dealers Association, Bainbridge 3, N.Y. 

North Dakota Implement Dealers Association, 320 Broadway, Fargo, N. Dak. 

Ohio Farm Equipment Association, 1384 Grandview Avenue, Columbus, 
Ohio 

Oklahoma Hardware & Implement Association, 607 North Dewey, Okla- 
homa City, Okla. 

-acifie Northwest Hardware & Implement Association, 303 Empire State 
Building, Spokane, Wash. 

Pennsylvania Retail Farm & Industrial Equipment Association, 31 Carson 
Street, Phoenixville, Pa. 

South Dakota Implement Dealers Association, 421 Wisconsin Avenue SW., 
Huron, 8. Dak. 

Texas Hardware & Implement Association, 1108 Gibraltar Life Building, 
Dallas, Tex. 

Tri-State Hardware & Implement Association, 1409 Fourth Avenue, Canyon, 
Tex. 

Virginia Farm Equipment Association, Post Office Box 1-B, Richmond, Va. 

Western Retail Implement & Hardware Association, 638 West 39th Street, 
Kansas City, Mo. 

Wisconsin Implement Dealers Association, 2039 Winnebago Street, Madison 
4, Wis. 

Also providing additional dealer-member services, including the Trade-in 
Guide, group insurance, accounting systems, office forms, shop tickets, Farm 
Equipment Retailer’s Handbook, business-management clinics, Farm & Power 
Equipment, National and State legislative activities. 
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Senator Gotpwater. There is just one more point I want to make 
so as to bring out the difficulty of the dollar-volume limit. I can 
think of other businesses that would be similar to yours. In the 
jewelry business, five or six employees could easily account for twice 
this volume. 

Senator Gotpwarer. I don’t think it is the intent of the authors of 
the bill to bring a small business of 5 or 10 or 20 employees under the 
act. I really think what they are trying to get at are the larger busi- 
nesses which in areas of small communities do pay under a dollar 
minimum. 

Mr. Freperick. To confirm the point you made, there is a mani- 
festly unfair application of this when taken on volume, because, citing 
the example that you used of cottonpickers, where 25 cottonpickers 
will put a man over the $500,000 volume if he did on that nothing 
else during the entire year. In the Midwest in certain areas where 
farming is of an entirely different nature a man with twice as many 
employees might not go to the $500,000 volume mark. 

Senator GotpwaTer. Thank you. 

Senator McNamara. Thank you again, sir. We are very happy to 
have your testimony. 

Now, we have another witness, Mr. George Kimball, and, Mr. 
Kimball, since it is after 12 o’clock, would you care to come back at 
2:30 and be the first witness this afternoon or would you rather 
proceed now ? 

Mr. Krupa.t. I have a plane reservation to go back this afternoon 
to my store and I would prefer to go now. My statement is fairly 
brief. I think it would be over by 12:30 at the latest. 

Senator McNamara. If you have a brief statement, if you can 
summarize it, we will be glad to accommodate you. Come right ahead 
and proceed. 


STATEMENT OF GEORGE H. KIMBALL ON BEHALF OF NATIONAL 
RETAIL MERCHANTS ASSOCIATION, ACCOMPANIED BY GEORGE I.. 
PLANT, ASSISTANT TREASURER, NATIONAL RETAIL MERCHANTS 

ASSOCIATION 






Mr. Kimpati. Senator McNamara, Senator Goldwater, I have with 
me Mr. George L. Plant, assistant treasurer and manager of both 
store manager groups of the International Retail Merchants Associa- 
tion. 

My name is George H. Kimball. I am president of Kimball’s, a 
small department store located in Portsmouth, N.H. We appear be- 
fore you on behalf of the National Retail Merchants Association, of 
which I am a member and a member of its board of directors. 

The National Retail Merchants Association is a voluntary trade 
association of retail department and ready-to-wear specialty stores 
throughout the United States. It represents 10,300 such stores. 

The association’s membership embraces the majority of large de- 
partment and ready-to-wear specialty stores in the Nation, but its 
membership numerically is made up primarily of medium-size and 
smaller individually owned stores. Hence the association is truly 
representative of this segment of the retail industry. 
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My object in appearing before you is to present the association’s 
position on proposed amendments to the Fair Labor Standards Act of 
1938, as amended, which directly affects the interests of the 
association’s members. 

As you know, retailing is, and has been since the act was first 
passed, exempt from its wage and hour provisions. Bills are now be- 
fore Congress which, if passed, would remove this exemption com- 
pletely or would divide the industry on the basis of annual sales 
volume and/or units operated, so as to encompass certain segments of 
the industry within the coverage of the act and leave the remaining 
segments exempt. 

These bills also propose increases in the present $1-per-hour mini- 
mum to $1.25 or $1.50 per hour. 

The association strongly opposes any legislation designed to 
eliminate the present retail exemption or to amend the exemption so 
as to extend the act to certain segments of the industry on the basis 
of annual sales volume, the number of units operated, or by any other 
arbitrary classification. 

The position—and this was voted on in a democratic open meeting 
at our convention in New York in January of NRMA as endorsed by 
its members—is, and I quote: 

The need, if any, for establishment of minimum wages for localized business 
such as retailing is properly a matter for State and local determination. The 
Federal legislative authority should not reach into areas which historically and 


properly rest with the various States and, therefore, the retail exemption in 
the Fair Labor Standards Act of 1949, as amended, should be retained in its 


present form. 

Because Congress did not intend to apply national wage and hour 
controls to localized and basically intrastate business such as retail 
stores and service establishments, it purposely and deliberately wrote 
a retail exemption into the act as initially adopted in 1938. 

Regardless of the size, or sales volume, or character of its owner- 
ship, the individual store is as essentially a local enterprise today as 
in 1938. It caters to the people within its own particular local shop- 
ping area. It has no other function except to serve customer needs 
within a limited trading area. 

Its business hours, unlike those in industry, are dictated and con- 
trolled by the shopping requirements of its customers. 

The basic purpose of the Federal minimum-wage law, as enacted, 
is to eliminate substandard labor conditions in concerns engaged in 
interstate commerce or in the production of goods for interstate com- 
merce, so as to prevent one manufacturer from obtaining an undue 
competitive advantage over another through the exploitation of his 
workers. It is to safeguard our economy and the public against 
the monopolistic control and resultant curtailed flow of goods in com- 
merce, particularly in industries where the number of producers or 
prospective producers are limited by capital requirements. 

There is no danger of monopolistic practices arising from vari- 
ations in local wage rates in the retail and service trades with more 
than 21% million outlets across the country, and it is difficult to con- 
ceive that there could be. The price at which a merchant in New 
Hampshire, under his competitive wage scales, sells a pair of shoes 


has little effect upon the local merchant in California or upon his 
customers. 
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The recruitment of retail employees, the hours they work, the wages 
paid to them, and the prices at which the store sells its goods are all 
subject to keen local competition. Minimum wages for a localized 
business such as retailing are meaningful only at the local level in 
relation to local cost of living. 

The variation in retail wages by geographic regions and size of 
community is clearly demonstrated by an official survey of the Bu- 
reau of Labor Statistics of the U.S. Department of Labor completed 
in 1957. 

This survey covered average earnings for over 6 million nonsuper- 
visory employees in all segments of the industry throughout the 
country divided into four regions; namely, northeast, south, north 
central, and west. 

On a regional basis, average retail wages ranged from $1.68 per 
hour in the highest region to $1.16 per hour in the lowest region. 
Aside from regional variations, there were definite variations within 
ach region as between metropolitan versus nonmetropolitan com- 
munities. 

For example, taking the country as a whole, the average earnings 
in metropolitan areas were $1.50 per hour against $1.22 in nonmetro- 
politan cities. In each of the four regions the average wage in non- 
metropolitan cities was 17, 20, 26, and 28 cents per hour less than in 
the metropolitan cities. 

We believe that the States are in a better position to determine 
what, if any, wage and hour controls are needed than the Federal 
Government. 

We believe that the States can and are coping successfully with 
this problem where the need arises. 

Currently, 33 States and Territories have minimum-wage legisla- 
tion. Twenty-six States and the District of Columbia have special 
minimum-wage regulations for retailing, tailored to the character 
and needs of our industr y and its employees. 

The variations in both minimum wages and hours of work adopted 
by these various States is a further confirmation of the differences 
of needs and controls considered appropriate to maintain fair work- 
ing standards. 

For ex: umple, eight States and the District of Columbia have estab- 
lished a dollar minimum. Four States vary their minimum between 
80 and 90 cents. Six more States have a minimum of 75 cents per 
hour. Minimums for the other States are less than 75 cents. 

This demonstrates a realistic approach by the legislators in these 
States in setting a fair minimum in keeping with the existing cost of 
living. 

Iw would like to point out here also that even the Federal Govern- 
ment in setting wages for Government workers, such as the Brook- 
lyn Navy Yard, the Boston Navy Yard, or the Portsmouth Navy 
Shipyard, has a separate set of wages for each one of those for the 
same type of work done. 

The Government recognizes a difference in wages between Brook- 
lyn, Boston, and Portsmouth, and it is the same in retailing. 

In each community it is directly tied to the cost of living within 
that community, and therefore the States, with their own minimum- 
wage legislation, are much better suited to establish that right. 
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Even more significant is the fact that seven of these States vary 
their minimum-wage rates by size of community within the State— 
again a realistic effort to relate local wages to local living costs. 
Many of these States during the past 5 to 10 years have increased 
their minimum rates as living costs demanded. 

We strongly believe that this State approach is more practical in 
meeting this problem than a Federal national rate applied uniformly 
regardless of cost of living factors. It demonstrates the ability as 
well as the inclination of the States to regulate intrastate and local 
business as and when action is needed. 

Those State jurisdictions which have not adopted any minimum 
wage and hour laws applicable to retailing have obviously deemed the 
imposition of such minimums unnecessary. Certainly, no one can 
challenge the expertness of the citizens of a particular area in evaluat- 














































































ing the conditions under which they live and work. 
; If improvements were deemed of paramount necessity by a majority 
: of the citizens, certainly they, acting through the democratic process, 
would have secured enactment of minimums. 
3 The imposition of a Federal retail minimum wage with its 40-hour 
: workweek and premium time-and-one-half overtime rate would have 
z a direct and, we believe, serious effect on total retail employment 
_ particularly as applied to the medium and smaller size stores. 
Stores would have to drop marginal less skilled employees whose 
- productivity would not support a higher minimum. Young, inex- 
] perienced people seeking a start in retailing would be penalized. To 
meet increased payroll expense stores would have to operate with 
h fewer full-time employees and resort to greater use of part-time or 
short-hour people. Thus, while full-time people at the minimum-wage 
level would receive a higher hourly rate, their actual take-home pay 
1 would be reduced because of a reduced workweek. we 
me Two years ago in the State of New Hampshire they raised the mini- 
mum from 75 to 80 cents an hour and the store next to me had to take 
d some of their employees whom they were paying 75 cents to for a 40- 
s hour week and the take-home pay would be $30 a week and they cut 
kc them back to 30 hours at 85 cents so the actual take-home pay of that 
employee dropped from $30 down to $25.50. That is a fact and that is 
b what will happen if the law goes through raising it to $1 or $1.25 an 
; hour. 
= It will be necessary for the stores—they cannot pay out any more in 
- dollars to the employees. They will just have to cut back the work- 
week or they will have to actually eliminate certain employees. 
of That will mean putting in self-service fixtures, and actually it will 
° have the tendency of creating unemployment. 
This has been the experience of employers in States which have 
m- increased their minimum rates. 
k- It would be greatly magnified by the application of Federal con- 
vy trols with its greater rigidity as to working schedules and its over- 
he time requirements. 
This hardly seems wise if national employment is to be maintained 
ok- at a high level. 
, The inflationary aspect of an increased or extended Federal mini- 
a mum wage also must be carefully examined. The imposition of a 





Federal minimum wage affects not only marginal workers earning less 
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than the minimum, but all workers, if existing wage differentials are 
to be maintained. 

We have an expression up there in the seaport where I live, 
“When the tide comes in all the costs go up.” Ss, if you put ina 
minimum wage of $1.25 an hour for a beginner, a starter, or a learner, 
then your experienced people, you have got to pay them $2 or $2.50 
an hour. 

President Eisenhower a year ago asked us to try to keep our cost of 
business down and try not to raise our prices. Now, there are only one 
or two things that could possibly happen if this wage and hour law 
does go through affecting retailers; it would mean that we would have 
to either raise our prices or curtail our services. 

Under sound personnel administration, an employer cannot raise’ 
the wage floor for the minimum skilled employee without making com- 
parable adjustments up the line for higher skilled and more experi- 
enced workers. 

Thus, the entire payroll must be adjusted upward if a sound wage 
structure, as well as good employee morale, are to be maintained. This 
is especially true in a personalized service business such as retailing. 

I know that a lot of my old employees really are griped. They came 
to work for me for 50 cents an hour or 60 cents an hour 10 years ago 
and they see these kids coming into the store today commanding a 
wage of 85 cents to $1 an hour and they say, “Where do we get off? 
You took us in at 50 cents an hour. Now you let these kids come in 
here at 85 cents.” 

They are more resentful than the employer himself. 

Legislated wage increases ignore the basic economic principle that 
a true wage increase results only when accompanied by increased pro- 
ductivity and efficiency on the part of employees. 

If not accompanied by increased productivity, they represent noth- 
ing more than added costs for the employer to assume. This added 
cost cannot be absorbed under existing retail margins without wiping 
away the profits of many stores and confronting others with serious 
sporangia, 

The Division of Research of the Harvard Business School annually 
reports significant figures on department and specialty store opera- 
tions. Figures for 1957 show a net profit after taxes for all depart- 
ment stores of only 2.8 percent. 

It was less for smaller stores doing under a million dollars annual 
sales volume. In order to maintain existing profits or remain in busi- 
ness at all, retailers will be forced to raise the price of their goods to 
the consumer if competition permits. This invites then an inflationary 
effect, which not only nullifies the increase in purchasing power of 
those receiving the increased wages, but also decreases the purchasing 
power of the public as a whole. 

Therefore, the extension of the Federal minimum wage to retailing 
carries the risk of precipitating two dreaded consequences: inflation 
and unemployment. 

Proposals to divide the retail and service industries on the wage 
and hour issue by placing some under the Federal act while exempting 
others are both discriminatory and unsound. 

Such proposals have been made many times before, but Congress 
wisely has seen fit to reject them. They are merely piecemeal or foot- 
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in-the-door approaches designed to extend Federal controls in areas 
which properly rest with the individual States. 

They are based on the assumption that size alone, whether meas- 
ured by sales or number of units operated, represents ability and 
obligation to pay. They disregard the basic characteristics and com- 
petitive nature of ret tailing, ‘No division of the industry, whether 
imposed on the basis of sales volume, number of units maintained, or 
type of ownership, can be effected without creating most serious in- 
equities. Aside from the principles involved, such an approach would 
impose insurmountable administrative and enforcement problems. 
It is axiomatic that laws should not stand if they cannot be enforced. 

Any such division of the trade would not only discriminate age ainst 
the larger employer, but seriously injure the smaller employer, in- 
tended to be exempt. 

The small employer must compete in the same labor market as the 
larger store. He must be competitive both as to hours of work and 
wages offered to obtain the qualified help he needs. If he is not, the 
more skilled or productive worker will seek the higher paying job and 
the smaller employer will attract only substandard employees. Such 
division of retailing would have the effect of making larger stores 
larger and eliminating many smaller retailers. 

Aside from the serious impact of the basic Federal minimum rate 
and its overtime provisions, the administrative problems posed in 
complying with the act would be equally burdensome and actually un- 
workable for retailers. The tremendous recor dkeeping involved, par- 
ticularly in computing overtime pay, would be extremely difficult and 
costly to the retailer. 

The varied forms of compensation utilized in retailing would re- 
quire a special computation for each employee compensated on other 
than a straight salary for each week in which there was overtime be- 
yond 40 hours a week. This is in addition to the other recordkeeping 
requirements under the act which, in themselves, exceed normal busi- 
ness needs. Consequently, compliance with the act and the adminis- 
trative regulations thereunder would be difficult for the most con- 
scientious retailer. 

Proper enforcement of the act under its present coverage is a most 
diffeult and costly process. If coverage is extended to the millions of 
additional employees in the retail and service trades, even a token 
enforcement of the act would be difficult to achieve regardless of the 
number of employees which might be added to the staff of the Wage 
and Hour Division. 

Inadequate enforcement of the act would be very unjust and dis- 
criminatory to the honest employer who conscientiously attempts to 
comply with the act. 

In conclusion, may I repeat that, in our opinion, the application of 
the present Federal w age and hour controls to the retail and service 
trades would be inflationary and would contribute greatly to present 
unemployment, as well as wiping out the profits of many small 
merchants, 

The imposition of a $1.25 minimum to the retail and service trades 
would force the liquidation of many of the smaller retail stores and 
deprive the employees therein of the livelihood which they now have. 

We assert again that the determination of the need—if any—for 
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wage legislation for localized businesses such as retailing and the serv- 
ice trades should be left to legislators within the States. 

The rights of States to regulate local business within their borders 
should not be preempted by the Federal Government. 

We emphatically urge, therefore, that the present exemption from 
the wage-and-hour provisions of the Fair Labor Standards Act for 
the retail and service trades should be retained. 

I want to thank you, Mr. Chairman and Senator Goldwater, for 
this opportunity to appear before you and deliver this brief on behalf 
of the retailers of this country. 

Senator McNamara. Thank you very much. We are sure your 
viewpoint is interesting and we will certainly give it consideration. 

You mentioned that the U.S. Government, in the operation of ship- 
yards of Brooklyn, Portsmouth, and Boston, paid different wages. 

Can you cite for the record as to how much difference that is? 

Mr. Kimpaty. That I cannot. All I know is that our local shipyard 
is trying to get on an equal basis with Boston and I think it is up 
before the Senate at present and there is quite a little discussion 
trying to get it equalized, but at the present time there is a difference 
between Brooklyn, Boston, and Portsmouth. 

Senator McNamara. We had that before the Senate last year and 
I think we found it was a very slight differential. 

What position does your State organization take on State proposals 
to raise or establish minimum wages at the State level? You have 
such regulations, have you not ? 

Mr. Kimpaty. We have a minimum at present of 85 cents. 

Senator McNamara. Did you oppose that? 

Mr. Kimparty. Did we oppose it ? 

Senator McNamara. Yes. 

Mr. Kiwmatt. We do not have a retail State organization. Dif- 
ferent chambers of commerce within each community like Manchester 
would take a stand, Portsmouth, Lancaster, Lebanon. Now I do 
know that very recently it came up for consideration in Concord, and 
it was the consensus among the smaller towns like Lebanon, N.H., 
there is a store up there called Currier’s Store and he was very anxious 
to be sure that it remained at 85 cents an hour. Down in our area 
we have the Air Force base and the Portsmouth Naval Shipyard and 
as far as we are concerned $1 an hour minimum would have been all 
right. 

There was no opposition among the members of the Portsmouth 
Chamber of Commerce. 

But as you got up into the backlands or the upper part of New 
Hampshire in the small towns there was a great deal of opposition. 

They wanted it retained at 85 cents. . 

Senator McNamara. So that there was no overall State policy 
expressed? It was left to the different communities? 

Mr. Krwatr. Each chamber of commerce represented its own 
community. 

Senator McNamara. Thank you. Any questions or comments, 
Senator Goldwater ? 

Senator Gotpwater. How big is Portsmouth ? 

_ Mr. Kinpatt. It is right on the State line. The actual population 
aa 25.000) but we are on the State main line and there is another 25,000 
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people living in the southern part of Maine and our shopping area is 
roughly 100,000. 

Senator McNamara. Thank you very much, sir. 

That concludes this session. There will be another session starting 
at 2 :30 this afternoon. 

(Whereupon, at 12:25 p.m. the hearing was recessed until 2:30 p.m. 
of the same day.) 

AFTERNOON SESSION 


Present: Senator Randolph (presiding). 

Senator Ranpotru. Good afternoon. We resume the subcommittee 
hearings. We are privileged to have as the spokesman for one of our 
important associations, the National Automobile Dealers Association, 
its president, the Honorable William J. Cleveland, of Louisiana. 

Mr. Cleveland is president pro tempore of the State Senate of 
Louisiana, and we are very happy that he is to testify today. 

Mr. Cleveland, please proceed ¢ 


STATEMENT OF WILLIAM J. CLEVELAND, NATIONAL AUTOMOBILE 
DEALERS ASSOCIATION, ACCOMPANIED BY ROWLAND F. KIRKS, 
LEGISLATIVE COUNSEL, NADA 


Mr. CLevetanb. Thank you, Senator Randolph. 

Mr. Chairman and gentlemen of the committee, I would like to 
present Dr. Rowland F. Kirks, who is legislative counsel for NADA. 

My name is William J. Cleveland. I am a native-born citizen of 
the State of Louisiana, and I have been engaged in private business in 
our State for 36 years. ‘Twenty years of my business career have been 
spent in the retail automobile business as the owner of Cleveland 
Motors, a Ford agency in Crowley, La., a city of 14,000 population 
located 190 miles west of New Orleans. 

I have been active in business, civic, and political affairs in my local 
community and in the State. At present, I represent the State of 
Louisiana on the board of directors of the National Automobile 
Dealers Association, the trade association which is composed of ap- 
proximately 22,000 franchised new automobile and truck dealers of 
America. 

I am a regional vice president and also vice chairman of the 
national affairs committee of NADA. I am a former president of 
the Louisiana Automobile Dealers Association, Inc. Also I have 
been a member of the Louisiana State Legislature for 13 years and at 
present I am president pro tempore of the senate. 

These biographical references have been made, Mr. Chairman, not 
for the purpose of personal aggrandizement, as I am sure you appre- 
ciate, but to indicate to you that I possess a modest backseoual and 
reasonable knowledge of the retail automobile business, the affairs of 
my State and the United States, which would be seriously affected 
by enactment of certain proposed amendments to the Fair Labor 
Standards Act which your committee has under consideration at this 
time. I refer to those amendments which would.alter the retail and 
service establishment exemptions provided for in the present law. 

I wish to thank you for the privilege of testifying today on behalf 
of the 400 franchised new automobile and truck dealers of Louisiana 
and the other 22,000 dealers throughout America. 
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Mr. Chairman, we believe we can demonstrate that grave conse- 
quences would result to this large retail segment of the American 
economy, employing ap )proximately 700,000 persons, if the present re- 
tail and service establishment exemption is removed from the Fair 
Labor Standards Act. 

We are vigorously opposed to removal of the existing exemption. 

One provision of the bill indicates that, with insignificant exception 
sll automobile dealers will be covered, section 3(t) (7), and it will be 
virtually impossible for a dealer to determine whether he comes 
within the increased coverage provided for in the pending bill. This 
is so, because the proposed increased coverage would extend to all 
employees of any employer who has only one employee engaged in an 
activity “affecting commerce.” There is no more illusive. concept in 
the law than the. concept “afiecting commerce.” Nor is the term in 
any way clarified by the definitions appeari ing in the bill. 

Penalties for violation of the Fair Labor Standards Act are very 
severe, since they provide for retroactive double liability plus attor- 
neys’ fees and criminal punishment. An employ er who is to be made 
subject. to the act should be apprised of that fact in clearly stated and 
readily understandable terms. 

‘To impose upon him the impossible task of determining whether his 
business is one affecting commerce is to fail to inform him of his 
responsibilities and punish him for violations of which he is unaware. 

It may interest you to know that of the total retail trades in Louisi- 
ana, franchised automobile dealers employ 8.7 percent of all the em- 
ployees engaged in retail business, pay 14.4 percent of the payrolls 
paid in the retail business and make 15.6 percent of all the sales. 

So it is apparent that even though the automobile dealers of Louisi- 
ana are small, independent businessmen, collectively, we are a signifi- 
cant factor in the business life of our State, and the same may be said 
of us in all other States of the Union. 

About the same percentage figures would apply generally through- 
out the country. 

Although I am situated in a small city and on a comparative basis 
consider my dealership to be average in size in Louisiana, the condi- 
tions that prevail in my dealership : and in my city may be said to be 
typical of other dealerships so situated throughout the State and 
Nation. 

Yet there are some pronounced differences between dealerships, 
located as I am, and those situated in metropolitan areas such as 
Shreveport, Baton Rouge, and New Orleans. 

The differences existing between the various cities and parishes 
within our State demonstrate the impracticality and unrealistic pro- 
posal to legislate one uniform standard of hours to be worked and 
wages to be paid in Louisiana alone by all dealers and all retail and 
service establishments, and even more so throughout the United 
States where certainly the differences might be even greater. 

There are several characteristics of automobile ret: uling which 
should be recognized in considering the proposed changes in the law. 
A new automobile or truck is a high- unit-cost item which produces a 
small percentage of profit when compared with total gross sales. 

Therefore, to impose a $500,000 standard as one of the yardsticks 
for coverage under the proposed law will result in over 50 percent of 
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the dealers in Louisiana and 59 percent in the Nation being subject to 
the minimum-w age t and overtime requirements of the law. 

This would encompass some dealers in small rural communities as 
well as dealers in the large metropolitan areas. I would be covered 
in Crowley. 

On the face of it, one might inquire, “What is wrong with that?” 
There are several very good reasons why such a condition would be 
undesirable. 

Such extension of coverage would have discriminatory effects, since 
it would place some dealers under the wage-and-hour standards of 
the law, and exempt others. 

This condition would exist notwithstanding the fact. that exempt 
and nonexempt dealers may be located in the same community, even 
across the street from one another, be keen competitors, use the same 
type of labor from the same labor market, and employ similar, if not 
identical, pay practices. 

Moreover, automobile dealers operating repair shops and service 
stations are in direct competition with independent garage owners and 
filling-station operators which do not sell motor vehicles, and most of 
whom would be exempt. 

Because the dealer is selling a high-unit-cost produet, he may be 
made subject to the act despite the fact that he has only a few em- 
ployees and a small place of business. On the other hand, other re- 
tail and service establishments having larger places of business and 
more employees would be exempt because they sell low-unit-cost 
produc ts. 

To avoid being blind to the realities of distinguishing character- 
istics between varying localities, recognition of the hours to be worked 
must also be noted. 

The sales and service area which we serve in Crowley is largely 
agricultural in nature. We are known as the rice capital of America. 
This means that customers who depend upon us do not conform to a 
uniform work pattern of 40 hours of work a week, each week in the 
year. 

Neither can we, if we are to accommodate their needs and desires. 
Business in Crowley is primarily controlled by the weather, by the 
seasons of the year as they affect the planting, cultivating, harvesting, 
milling, and selling of rice. 

There are equally g good reasons why dealers situated in metropolitan 
areas, such as New Orleans, conform to their own pattern of opera- 
tions. The economic and social factors of the locality require it. 

This may be more vividly demonstrated to you by comparing wage- 
and-hour conditions in the automobile business in Crowley and New 
Orleans. 

The average employee workweek in my business is 5214 hours. 
This is true with respect to the employees of other dealers in Crowley 
also, 

This figure should be compared with the average in New Orleans 
which is 4914 hours and the overall national average of 44 hours. 

With respect to the question of hours worked, the differences within 
a State, as shown in Louisiana, as well as the differences existing be- 
tween the several States, make it apparent that for the Congress of 
the United States to arbitrarily set one pattern for the entire Nation 
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is to ignore the very real differences that do exist because of local 
conditions. 

The results of such action would be ineffectual in some areas and 
catastrophic in others. 

In considering the hours per day and the days per week that an 
automobile dealership is kept open, wide variances will be recognized 
within New Orleans itself. Most dealerships are open 514 days in 
ull departments. Some sales departments are operated 13 hours a 
day 6 days a week. In one case a service and parts department. is 
open 24 hours a day 7 days a week. 

The dealers in Crowley normally operate all departments 514 days 
a week averaging 5214 hours worked each week. Because we serve 
an agricultural community, our hours of operation of necessity must 
more nearly conform to our customers’ hours than to the pattern set’ 
by the economic life in the metropolitan areas. 

Let us compare wages paid in Crowley with those paid in New 
Orleans. The average weekly income of my mechanics is $85, while 
it ranges from $75 to $200 in New Orleans. 

Painters’ weekly wages in New Orleans go from $75 to $150. Mine 
receive $85 per w eek, 

Body repairmen earn from $65 to $125 weekly in New Orleans, 
and they average $90 in Crowley. 

My parts- -department men average $290 a month, while in New 
Orleans they average $320. 

In New Orleans, service salesmen range from $260 to $325 a month 
and I average paying mine $300. 

Overtime as such is not paid in Crowley. On the other hand, in 
New Orleans you have varying conditions and practices prevailing. 

Some firms pay the regular rate of pay for all work over 8 hours a 
day, while others pay overtime at 114 times the regular rate for all 
hours over 40 in a workweek. One firm pays overtime after 45 
hours to shop employees. Several firms pay incentive bonuses. 

So you see, different hours are worked and different wages are paid 
in Crowley and New Orleans. And I submit to you gentlemen, that 
such variances are normal, natural, and the way it should be. 

The entire pattern of life is different between a small rural com- 
munity and a vast metropolitan seaport. The standard of living is 
different. Values are different. 

And the economic and social forces that have brought these two 
distinct ways of life into being, and which have nurtured and de- 
veloped these equally successful ways of existence, should not be 
destroyed by Federal fiat or cast into one common national mold 
as a result of congressional action. 

Responding solely to the economic laws of supply and demand and 
recognizing our moral and social responsibilities, the automobile 
dealers of Louisiana, and the Nation, have constantly raised the wages 
of our employees. 

This we have done without the force of Federal statute, and this 
we will continue to do without the enactment of new laws. Along 
with ever-increasing wage rates, other benefits have been conferred 
upon our employees. T hese too will expand with our financial ability 
to do so. 
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Wages have to be earned and justified to be real and permanent. 
If you legislate contrary to the economics of the situation, you merely 
give impetus to the spiral of inflation. The results of that unhappy 
condition require no elaboration by me. 

If governmental action is deemed desirable, then that determina- 
tion should be made on a State level and exercised by the State and 
not the Federal Government. 

From the figures I have presented to you, it is apparent that prac- 
tically everyone in the automobile retail trade in Louisiana is making 
well over $40 a week and averaging well over $1 an hour. In my 
case, the average weekly pay per employee is $68 and the average 
hourly rate $1.30. Gross average hourly earnings for the State are 
close to $1.60 and for the Nation $1.97. 

These differences within our own State with respect to the hours 
aman has to work to get the required job done and the pay he is to 
receive for his services, demonstrate beyond any shadow of doubt that 
when change is desired or required, the matter should be resolved by 
the economics of the situation within the State, by the State. 

The retail automobile dealer is a local businessman, and we oppose 
the extension of the act to him because of the local character of the 
business he operates. The law as originally written was intended to 
exempt him. 

As President Roosevelt stated in proposing minimum-wage legis- 
lation to Congress in 1937: 


There are many purely local pursuits and services which no Federal legislation 
can effectively cover. 


Then Senator Hugo Black (now Mr. Justice Black), the sponsor 


of the legislation in the Senate, expressed the same view when he said: 


Businesses of a purely local type which serve a particular local community and 
which do not send their products into the streams of interstate commerce, can 
be better regulated by the laws of the communities and of the States in which 
the business units operate. 

The franchised automobile and truck dealers’ establishments are 
typical of the local businesses referred to in these quotations. 

If S. 1046 is enacted, it cannot but help produce one or more of the 
following adverse effects within the retail automobile industry which 
will make itself felt throughout our economy. 

1. We will lay off employees. 

2. We will reduce the number of hours worked by those retained 
which will diminish their income. 

3. We will reduce present services. 

4. We will charge more for our product and services. 

We, in the automobile business, are proud of the progress we have 
made in raising wages in the past under the present law. We feel 
equally confident that we will continue to make sound and lasting 
progress in the future, if allowed to do so the way we have been in 
the past. It is essential to our entire economy, if not to our very 
business existence, that the retail and service establishment exemption 
existing in the present law be preserved unchanged. 

I thank you. 

Senator RanpotpH. Thank you, Mr. Cleveland. Would you refer 
to your statement again. I note that in the language you have set 
forth there is a danger you believe in the imposition of a $500,000 
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standard, as one of the yardsticks for coverage under the proposed 
law. 

Is it your feeling that based on your experience and the experience 
of others and speaking for your ‘association if you speak for it in 
this regard, that with the criticism of the half-million-dollar figure 
you are ready to propose a substitute figure ? 

Mr. CLEVELAND. Senator, first we wouldn't propose any substitute. 
I would like to say this: That the average sales of all the automobile 
dealers is approximately $700,000 a vear. 

May | ort ate one thing that happened Monday in my place of 
business. I sold two Mark IV Continentals, one Lincoln Premier, one 
Mercury station wagon, and a Thunderbird. 

The total sale was something over $40,000, and I have an estimated 
profit of $1,500. So you can see how our sales can go very high, yet: 
our profits don’t go up proportionately with those sales. Now with 
that same amount of dollar sales in the service and parts department 
our profit would be more, but the greatest amount of business that 
automobile dealers do is through the sale of new and used cars and not 
through service and parts. 

Senator Ranpo.tru. Sometimes the ordinary motorist and car owner 
is somewhat frightened when he goes into a garage and has mechani- 

eal work done on that car. I wonder—you have spoken about profits 
fren the sale of the cars—about the profits in the repairs of the cars‘ 

Mr. CLeveLANnp. Senator, may I give you an illustration. My son 
is trying to run my business. In all this polities that I am in I find 
very little time that-I can give to my business. Last month in review- 
ing his financial statement we showed a $ -and I can’t give you 
the gross figures of the month’s sales but I believe he sold something 
over 50 new cars. 

He showed me his volume of business from the paint-and-body de- 
partment. He had let a man go that I had had with me for about 
15 years and I didn’t like it, especially when my election is coming up 
in December. So I said, “Son, why did you do that?” He said, 
“Well, look at these, Dad.” And he showed me that we took in—I 
can’t give you the exact figures—something around $1,600 and his cost 
of doing that much business was $1,300, Senator. And that is the 
reason he had to let this old boy I had with me go that I was trying 
to talk him into keeping. 

That is what is happening. We have a high cost of doing business. 
You have to pay rent, you have your ov erhead in your office. All of 
that has to be charged. 

Getting back to ‘these mechanies that you say we all worry about, 
I worry about them when I go into somebody else’s shop. I have been 
in this business for 20 years and I have some people that have been 
with me for 20 years, believe it. or not. My service manager is one | 
recall, and others have been w ith me 16, 15, and 14 years. Fora short 
period of ‘time some were not in my place; they were in the service. 
I have sent them constantly to Ford training schools. We do try to 
give the best service at as reasonable a price as we can. 

You can’t charge what you want in a service department. It is 
based on what your community can afford to pay. 

Senator Ranpoteu. Mr. Cleveland, perhaps this is an inappro- 
priate point to labor this discussion. I was just wondering, however, 





TO AMEND THE FAIR LABOR STANDARDS ACT rie 


of the 22,000 dealers, what percentage have service departments within 
{heir establishments? 

Mr. CLEVELAND. I would say all of them. I don’t know how good 
they are, but as I understand it all of the m: a turers require under 
their franchises that a dealer must have a service department as well 
as a parts department. 

Senator Ranpoien. You have raised a point, Mr. Cleveland, about 
wage differentials between the larger cities and the smaller communi- 
ties. You have used Louisiana as a locality. This has been, I believe, 
brought to our attention earlier by witnesses whom I have not had 
the privilege of hearing. 

Do you feel that it would be possible for a Secretary to set mini- 
mum wages within certain ranges which would embrace these wage 
differentials in these different economic patterns between the regions 
or between the larger cities and the smaller communities ? 

Mr. CLEVELAND. Senator, I am a States’ Righter, as you know, and 
naturally believe in States rights. I believe that the less centralized 
government that we have, the less that we have to depend on some 
bureaucrat here in Washington to come and tell us what we should 
pay or what we should not pay, the better we will be able to run our 
business and the better the country will be. 

Now let me give you just one illustration. I live about 50 miles 
from Lake Charles.” Over in Lake Charles they charge 10 cents for 
a cup of coffee. In Crowley we charge a nickel. In Lake Charles 
they have a seaport and they have some other fine businesses and 
industries, but their wage scale is practically double to what it is 
in Crowley. 

But the living standards over there or the cost of living is more 
in Lake Charles than it is in C rowley, because we are an agricultural 
community. I could draw that same illustration for you from all 
over our State, and I presume that a similar condition would exist 
throughout the Nation. I could not think of any greater burden to 
put on someone than to say establish a start wage here and over here 
establish another one. 

Senator Ranpo.tex. Mr, Cleveland, would you turn again to your 
prepared statement. I call your attention to something that has 
already been a matter of discussion. 

You will note that you speak of section 3(t)(7). Of course, you 
mention that as a real fear. The matter might : explained in this 
way. I believe that it is not intended to cover small operators or 
units doing over $50,000 worth of business and I believe this is a draft 
and Tam looking here at the bill on page 6, $50,000. 

I think that perhaps, Mr. Cleveland and Mr. Kirks, that there could 
be a clarification by adding on line 6—do you have the bill there? 

Mr. CLEVELAND. Yes, sir. 

Senator Ranpo.irn. By adding on page 6, line 2, some such language 
as where we have any enterprise we would place after that word “or’ 
the words “in any other enterprise.” Mr. Cleveland and Mr. Kirks, 
the purpose of this particular subsection, as I understand it, is to 
include all employees of an employer where any employees are covered 
by the act. 

So it seems that perhaps that language which has been read would 
correct a difficult problem where several employees are covered but 
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not all employees, thereby causing perhaps undesirable and at least 
problematical and unwcticable laboring conditions for many em- 
ployees. 

What would you feel about that suggestion if the drafting defect 
were taken care of and we could clar ify. it 

Mr. Kirxs. May I attempt to answer that, Senator Randolph ? 

Senator Ranpotpn. Yes. 

Mr. Kirxs. One of the things that concerns us in the retail auto- 
mobile business is that there has been a Supreme Court decision which 
has held that an employee who handles orders of new automobiles 
from the manufacturer to the dealership is engaged in interstate 
commerce activities, with the rare exceptions where a dealership would 
be situated immediately adjacent to the manufacturing plant. 

That would tend to automatically blanket every automobile dealer- 
ship with the exception of those that are so rare that they would fall 
under the language of paragraph 7 and the proviso that follows from 
line 7 to line 11. If the language is to be amended, we would like to 
respectfully submit that it is desirable that the Howell decision be 

taken into consideration. If it is the intention to embody all em- 
ployees in an establishment, if there is one that is engaged in an act 
In commerce, in light of this decision, the law should be clarified so 
that all are under or all are not under it, so that you don’t pitch differ- 
ent people within a business competing against each other. 

We don’t see that it is to the advantage of our industry to have part 
of us covered and part not covered so far as this provision is con- 
cerned. 

Of course, Senator Randolph, over on page 4 of the bill we are also 
alarmed over the word “commercial” in line 22. We feel that that 
word brings into play the business-use test which would bring about 
competition among automobile dealers who would stand in the same 
relationship to each other location-wise, labor-market-wise, and 
otherwise. 

I would be happy to submit a memorandum for the benefit of the 
committee on this point, sir, rather than trying to give you an ex- 
temporaneous view on the language that you propose. (See p. 213.) 

Senator Ranpoien. We do this rather hurriedly and we realize the 
lack of time that you, Mr. Cleveland, and you, Mr. Kirks, have to con- 
sider what I believe is a defect in drafting. I am not going to press 
you further as to the suggested words which I thought might cover 
your objection. 

But you raise here a judicial question and I think the best that 
the present occupant of the chair would say to you is that this will be 
a matter of concern for the members of the subcommittee, because you 

raise this double point. 

And also we would be very glad to have any memorandum that you 
would want to bring to us. 

Mr. Kirks. Thank you, sir. 

Seantor Ranpotpeu. With reference to this matter, this point that 
you raise, of the word “commercial,” and the characterization of the 
embracing qualities of such a word we haven’t given any thought to in 
the point that you are raising. That is something that we will want to 
consider. 


Mr. Kir«s. If I may touch upon that also in the memorandum, sir. 
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Senator RANDoLPH. Yes, sir. 

Mr. Kirxs. Thank you. 

Senator Ranpoten. Only once again will I refer to the half-million- 
dollar item and I will not labor that point. You would say then that 
er feel that you cannot give a figure as an alternative to the 

500,000. You w wld not want to do that. 

' Mr. Cievetanp. I don’t believe I would, sir, than to give you the 
average naturally and of course that would be some that sell 10 
million and maybe some that sell 150 to 200,000, 

Senator Ranpotpu. As I understand it again to be perfectly clear, 
the 22,000 automobile dealers, they have an average of $700,000 turn- 
over; is that correct ¢ 

Mr. Kirks. That is correct. 

Mr. CLEVELAND. Gross sales. 

Senator Ranpotrn. You feel then that this figure is not realistic as 
presented in the bill? 

Mr. CLEVELAND. Yes. 

Senator Ranpotpn. As it affects your industry ? 

Mr. CLEVELAND. Yes. 

Mr. Kirks. That is correct, sir. 

Senator Ranpoten. Thank you, Mr. Cleveland and Mr. Kirks, very 
much. 

Mr. CLeveLAND. It is a pleasure to have been here, Senator. 

Senator Ranpotew. Thank you. 

(The following letter was subsequently submitted for the record :) 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION, 
Washington, D.C., May 14, 1959. 
Hon. JOHN F. KENNEDY, 
U.S. Senate, Washington, D.C. 

DeAaR SENATOR KENNEDY: During the course of the presentation of the testi- 
mony of Mr. William J. Cleveland on 8S. 1046 on May 8, several questions were 
raised by the Chair which we have been granted the privilege of answering by 
correspondence subsequent to the conclusion of our oral presentation. 

The first inquiry raised by the Chair had to do with our objection to the an- 
nual gross volume standard of $500,000. In view of the fact that the national 
average of annual gross volume sales for automobile dealers is approximately 
$700,000, we feel that the $500,000 standard is too low. The Small Business 
Administration, in establishing a standard applicable to our industry, has set 
the figure at $3 million. In view of the fact that automobile dealers handle a 
high-unit cost product, the sale of which produces a low-unit profit, we submit 
that the $500,000 standard is not realistic in its application to our industry, and 
we urge that the Small Business Administration standard of $3 million be 
adopted. 

The Chair asked whether or not amendatory language to line 2, page 6, by 
inserting after the last word, “in any other enterprise’ would cure our objec- 
tion to section 3(t)(7). It is our position that paragraph 7 in its present, as 
well as in the suggested amended form is objectionable. In view of the Supreme 
Court decision in Howell Chevrolet Co. v. NLRB (33 LRRM 2225), and other 
similar cases dealing with this usbject, with the rarest exception, section 3(t) (7) 
would embrace all retail automobile dealers. 

The Chair requested an amplification of our objections to section 3(t) (1) 
found on page 4 of the bill. Aside from the previously mentioned objections to 
the annual gross volume standard of $500,000, this section is objectionable to us 
because it is our firm conviction that the language appearing on line 20, “or if 
the sales of such enterprise * * * to customers who are engaged in * * * com- 
mercial * * * business amount to at least $50,000 annually” revives the busi- 
ness use test which was rejected by the Congress in 1949 when this subject was 
before them for consideration. Your attention is invited to House Conference 
Report 1453, 81st Congress, 1st session, 1949, pages 24 and 25. The objections 
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to this proposed amendment to the law are as valid today as they were 10 years 


ago, and it is on the same grounds that we oppose the proposed amendment 
found in S. 1046. 


We are grateful to you for this further opportunity to state the position of 
our industry on 8, 1046. 


If we may be of furthér assistance to the committee in its deliberations on 

S. 1046, please let us know. 
Respectfully, 
ROWLAND F. Kirks, 
Legislative Counsel. 

Senator Ranpotrn. Robert E. Carter. Do you have others, Mr. 
Carter, with you 4 

Mr. Carrer. Yes, Mr. D. Brooks, our Washington staff man of the 
National Retail Furniture Association, Senator. 


Senator Ranpotru. Thank you. Will you give your name and the’ 


position you hold with the organization and in whose behalf you 
appear. We are very glad to have your testimony, sir. 






STATEMENT OF ROBERT E. CARTER ON BEHALF OF NATIONAL 
RETAIL FURNITURE ASSOCIATION, ACCOMPANIED BY. D. BROOKS 


Mr. Carrer. My name is Robert E. Carter. I am a retail furniture 
dealer. I _ ate two stores located in Baltimore and Towson, Md. 
Ours is a family owned business, established by my father. 

I appear as chairman of the Governmental Affairs Committee, Na- 
tional Retail Furniture Association, founded in 1921. I speak in 
behalf of the 8,500 mostly family owned furniture stores who are 
members of NRFA. 

To give some idea of the place of our industry in the economy, the 
Census Bureau reports more than 255,000 people employed in retail 
furniture and homefurnishings stores, and annual retail sales in excess 
of $5 billion. 

The position of the National Retail Furiture — lation is that the 
retail furniture business, like all other reta. trades, should remain 
exempt from the provisions of the Fair Labor Standards Act. 


WAGE 





LEVELS 


The findings and declaration of policy of the Fair Labor Standards 

Act (sec. 2{ 2)) make it clear that it is the intent of Congress to 
legislate with respect to “labor conditions detrimental to the mainte- 
nance of he minimum standard of living necessary for health, effi- 
ciency, and general well-being of workers” in industries engaged in 
commerce or in the production of goods for commerce. 

It is now proposed to extend the concept of ae les engaged in 
commerce” to include “retail trade—engaged in activities affecting 
commerce.” 

We submit that in the retail furniture and homefurnishings trade, 
the wage data collected by the Bureau of Labor Statisties in October 
1956 demonstrate cone lusively that for the vast majority of workers 
in this trade there do not exist— 


labor conditions detrimental to the maintenance of the minimum standard of 
living necessary for health, efficiency, and general well-being of workers. 
The Bureau of Labor Statistics survey reports 205,100 full- and part- 


time nonsupervisory workers in furniture and homefurnishings stores 
in October 1956 when the count was made. 
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About 135,000 worked in single-store businesses. About 16,500 
worked for companies owning between 4 and 10 stores. Companies 
having 11 or more stores employed about 12,500. 

Average hourly pay for all 205,100 workers was $1.62 an hour, ex- 
cluding overtime. Workers in the Northeast averaged $1.65; South, 
$1.33 ; North Central, $1.75; and West, $1.89. 

Pay to workers in central cities of metropolitan areas averaged 
$1.73: in towns under 5,000, $1.18. 

Six out of every seven workers, 85 percent, made $1 an hour or more. 

In numbers, 174,100 workers out of a total of 205,100 made $1 an 
hour or more. 


Number of Percent of 
Average hourly earnings employees total, 
rounded 


$3 and over... 

$2.50 to $2.99__- 

$2 to $2.49. __ 

$1.50 to $1.99__- 

$1.25 to $1.49__- 

$1 to $1.24__- 

$9.75 to $0.99... 17 
Under $0.75_......-- : 


These figures demonstrate, in our opinion, that S. 1046 proposes to 
legislate on a wage problem that, for all practical purposes, does not 
exist in the retail furniture and homefurnishings trade. 


OVERTIME 


1046 would apply the overtime-pay provisions of the Fair Labor 
siidherls Act to all employees in the stores which are covered. 

The possible inflationary impact of applying the overtime-pay 
provision to the high-pay retail furniture business deserves careful 
consideration by the committee, in our judgment. 

Because furniture is usually sold by salesmen who are paid on a 
commission basis for the sales they make, not the hours they work, 
substantial increases in salesmen pay could result, which would have 
to be passed on to the consuming public in the form of price increases. 

For example, if a retail furniture salesman earns commissions of 
$150 during 1 week and spends 49 hours to make his sales, his regular 
hourly ‘ate for that week would be $3.06 ($150 divided by 49). 

Under the Fair Labor Standards Act, he would have to be paid 
$13.68 extra for the 9 hours he worked over 40 in that week. 

This $13.68 is the result of multiplying one-half of his regular 
hourly rate of $3.06 by 9, the number of hours he worked over 40. 

So his pay for that w eck would be $163.80; that is, $150 for com- 
missions and $13.68 for overtime. Sales expense w ould be up nearly 
10 percent, and this added cost would have to be passed along to the 
consuming public, with obvious inflationary effects. 

Or take the case of the furniture salesman who in an exceptional 
week in the peak selling season earns $500 in commissions and puts in 
55 hours to do it that week. 

For his 15 hours overtime he would get $68 extra pay, an increase 
of about 14 percent, which would have to be passed along to the con- 
suming public. 





216 TO AMEND THE FAIR LABOR STANDARDS ACT 


It seems to us that the overtime provisions of the law, when applied 
to high-pay retail furniture commission salesmen as the law would 
require, have a built-in automatic inflationary effect on retail furni- 
ture prices. ; 

This problem is avoided, in New York State, for example, where 
the State wage and hour law requires only that overtime be paid at 
114 times the legal minimum wage, not at 114 times each week’s regu- 
lar hourly rate. 

In our opinion, premium-rate overtime pay for retail furniture 
commission salesmen is an idea which cannot be reconciled with the 
basic idea of paying a man for what he sells rather than for the 
hours he works. 

A salesman does not stop when a sale is half made just because 
some factory whistle blows. He wants to be paid for what he sells 
rather than for hours he works. If he sells more, he expects to be 
yaid more, even if he finds a way to sell more in fewer hours than 
Eatove. 

The whole incentive-pay system of selling could be radically al- 
tered, or even destroyed, if the overtime-pay provision of the law is 
applied to retail furniture commission salesmen. 

Retail selling is different from factory work. Many hours are not 
fully productive for furniture floor salesmen. 


As one NRFA member puts it: 


In our store, for example, there are many hours of the regular working day 
when our salesmen are simply standing about, waiting for customers. If one of 
them wants to meet a train or run any such errand, he tells us about it and 
goes. On the other hand, a customer may come in just before closing time and 
it will require some time to finish waiting on him and complete the sale. 

There are times when a customer wants to come in with his wife after he 
gets off from work. In that case, he will make an appointment for a salesman 
to meet him here after closing hours. 


RETAIL STORE HOURS 


The National Retail Furniture Association is a constituent sus- 
taining member of the American Retail Federation. We fully support 
the general arguments for retaining the retail exemption intact which 
have been presented by the federation to the committee. 

Among the general arguments for retaining the retail exemption, 
we particularly emphasize to the committee that the pattern of hose 
worked and earnings differ in retailing from manufacturing. 

The retail furniture store employee is a year-round worker. He is 
not periodically laid off, as in manufacturing. Manufacturers may 
pay a higher hourly rate, but employ their workers only 4 days a 
week. 

Furthermore, retail store hours cannot be set by the same rules as 
factory hours. A store must be open for the convenience of its cus- 
tomers. What hours to stay open is one of the most important and 
difficult decisions every retail merchant must make. 

Only selecting a store location exceeds it in difficulty, importance, 
and effect on success or failure of his business. 

It is a store’s customers who decide when it is convenient for them 
to shop ; not the owner. 

They patronize stores that are open to suit their convenience. Com- 
petition forces other stores to be open at similar hours. 
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This is quite different from manufacturing, where the employer 
can control the time at which production work is to be done and can 
readily schedule 8 hours of work on only 5 days a week. 


LARGE STORES VERSUS SMALL STORES 


The preamble to the proposed legislation states a purpose “to pro- 
vide coverage for employees of large enterprises engaged in retail 
trade.” In our opinion, Congress could perhaps take no more effec- 
tive step to push to the wall the small family owned retail businesses of 
the country than to adopt a pattern of wage and hour regulation to be 
applied to the largest retail enterprises. 

It is a historic fact that the largest enterprises in the country are the 
ones that have least difficulty in ‘adapting themselves to the complex- 
ities and redtape of Federal regulation and control, whether it be 
control of prices, wages, rents, installment credit, or whatever. 

And it is equally true that the smaller the enterprise the more 
stifling is the effect of Federal regulation on that firm. 

It would be utterly wrong to say that large enterprises welcome 
the competitive weapon the Government hands them when an entire 
industry is put under Federal regulation or controls, but there can 
be no deny’ ing that large enterprises are indeed helped by the Govern- 
ment in overcoming the competition of smaller firms when the smaller 
firms go down for the count trying to operate under rigid Federal 
controls or regulations which large firms, with their highly specialized 
staffs, can take in their stride. 

With all due respect to the authors of the legislation which purports 
to repeal the retail exemption for only large enterprises engaged in 
retail trade, we feel obligated to say that we have no illusions about 
the fact that this appears to us simply the foot-in-the-door approach, 
and that it would be only a matter of time before further coverage is 
proposed for smaller retail stores. 

For example, the proposal in the legislation to remove now the 
exemption from sm: shud telephone exc hanges having less than 750 
stations, previously exempt, is evidence enough that this is the natural 
course of events. 

In conclusion, we respectfully request your committee to retain the 
retail exemption intact in the Fair Labor Standards Act, because 
repeal of the exemption is not, in our opinion, in the best interests of 
the consuming public, retail furniture store employees, or the owners 
of these stores. 


I would like to talk from some notes here about items we discussed 
in the statement. 

We are particularly worried and concerned about the overtime and 
incentive pay provisions of this law. We feel that this law tries to 
deal with substandard wages and substandard pay and excessive 
hours of work, but, on the ‘other hand, in talking about pay it says 
that it has a minimum of $1 and yet in overtime it tells us that we 
have to pay our employees 50 pere ent more than they earn, for over- 
time. If you will notice my statement, maybe it would be simpler, 
because I boiled this down pretty carefully, for example, in the third 
paragraph, if a retail furniture salesman earns commissions of $150 
during 1 week and spent 49 hours to make his sales, his regular hourly 

rate for that week would be $ $3.06, or $150 divided by 49. 
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Under the Fair Labor Standards Act he would have to be paid 
$13.68 extra for the 9 hours he worked over 40 in that week. This 
$13.68 is the result of multiplying one-half of his regular hourly rate 
of $3.06 by 9, the number of hours he worked over 40. So his pay 
for that week would be $163.80; that is, $150 for commissions plus 
the $13.68 for the overtime. 

The sales expense to the store would be up nearly 10 percent. This 
added cost would have to be passed along to the consuming public, 
with obvious inflationary effects. 

Of course, I put the next sentence in here because I felt that we 
have salesmen that are high-paid salesmen. In the case of a furniture 
salesman, and I do know some who do earn quite a bit per week, who in 
an exceptional week—that is, in the peak selling season—could earn 


as high as $500 in commission and put in 55 hours to do it in that 1 


week, and under the provisions of this law we would have to pay him 
50 percent more for the 15 hours that he works for his total pay 
for that week. 

Since each week stands on its own, and since our business is sea- 
sonal and has its peaks, we would be penalized by a cost factor of 
roughly 50 percent of a salesman’s commissions over his 40 hours. 
Most of our salesmen in our business are hard to get to work just 
40 hours. These boys are hustling and they are trying their best, 
following up leads and earning their pay by commissions. 

The most important thing about it, the most important lesson 
that we have to teach a salesman is to learn to work on an incentive 
basis. 

It just doesn’t make sense to us to destroy this incentive-pay method 
of commissions. Why should the Federal Government say that he 
has to be paid at 50 percent higher than his already high rate. We 
feel that this is not legislating in connection with substandard pay or 
even standard pay. What we are really doing in this law is raising 
furniture prices, because as we handle this salesman’s commissions 
we have to determine which part of his earnings are over the 40-hour 
period, and the only basic thing that happens here is that prices are 
raised as we recover ‘this cost of doing g business. 

Certainly, this is not going to put me out of business. We are 
not going to be driven to ‘the wall by any Fair Labor Standards Act. 
But we are going to have to recover these costs, and this would cer- 
tainly be one of the large amounts that we would have to recover 
in the operation of our business. We feel that this principle of in- 
centive pay is so important to our salesmen and to the people in our 
organization who develop our production, if we can use that word, 
who are the important people in our business, and they are the ones 
who would be less willing to follow a line of thinking such as this, 
because they want to get out and tate sales, to increase their business, 
and increase their earnings. 

This, to ‘us, is the most important problem in this particular law, 
and we propose and hope that the retail exemption would be continued 
and that we would be left to have these men earn on an incentive 
basis and develop their thinking accordingly. 

Senator Ranvoten. I wonder if we could at that point, since you 
are talking as to your statement in an informal manner as are 
now—don’t misunderstand me; I am not arguing with you whch you 
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talk about a seasonal business, but am I correct when I say that I 
don’t understand that the furniture sales are any more seasonal than 
most other businesses? I don’t quite get that. Maybe I am wrong. 

Mr. Carrer. Maybe I haven't m: ide it clear, Senator. I would 
say that it isn’t a question of seasonality so much as it is the big ticket 
sale. Let me try to give an example: Our men can work along and 
stand on the floor and work 3 or 4 days without hardly scratching. 
But as they develop their prospects, and as these customers buy, a 
great many sales can be closed in a relatively short period of time. 

The trend is toward evenings, evening openings, evening sales. 
A great many times men will work with a customer during the day 
for several hours and not make a sale, and then.in the evening the 
sale will be closed. Now, these sales mount up in a very quick fashion 
in these periods of times when they are closed. 

And so this could very easily fall within a workweek and, since 
this law stands on its own weekly basis, that accumulation of sales 
could occur in this fashion. 

Senator Ranpotren. I misunderstood you then in connection with 
the seasonal aspeet—— 

Mr. Carrer. We certainly have our peaks and valleys in seasons; 
there is no question about that. Our best months are February, 
August, December, November, and the others are valleys in relation to 
this. 

Senator Ranpotru. Many businesses will have peaks and valleys. 

Mr. Carrer. Certainly. I don’t think that the peaks and valley of 
a seasonal effect would be any great detriment one way or the other, 
but our men do make more money in these peak periods and in these 
peak weeks, and in promotional times—I mean when we are promoting 
in February and August. These are times when they do earn higher 
rates of pay. 

Senator Ranpotren. Let me say seasonal as a person who dealt with 
ice cream would speak of seasonal ; is that correct, sir? 

Mr. Carrer. That’s right. 

Senator Ranpo.ren. You are not concerned so much with minimum 
wage rates. 

Mr. Carter. Right. 

Senator Ranpoteu. And you are not concerned so much with actual 
coverage. But you are concerned with the so-called overtime provi- 
sions. 

Mr. Carrer. With modifications, that is basically right, sir, except 
that we are not interested in the coverage, either. We say at the 
outset that we feel that we still should be exempt. 

We have gone into, in our statement on the average pay, as many 
others have testified. In our statement we talk about the rate of pay 
or earnings in the second paragraph. The average hourly pay, if you 
want to boil it down to hourly—of course, we never think of hourly 
pay in our business; at least I don’t. 

But. using the labor statistics figures we said $1.62 an hour average 
excluding overtime. Workers in the Northeast average $1.65; the 
South, $1.33: the North Central, $1.75; and the West, $1.89. 

We don’t feel that the $1 an hour is any problem for anyone. We 
do feel that this overtime provision is. 


41681—59 
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Senator Ranpotreu. I am looking here at this figure of 12 percent. 
I am just thinking out loud for a moment. 

Mr. Carter. You mean in the scale here ? 

Senator Ranpotru. I notice this. 

Mr. Carrer. Yes; these figures are right from the Bureau of Labor 
Statistics. 

Senator RanDoten. Do you mean what you said about coverage a 
moment ago / 

Mr. Carrer. I am not clear on what you are asking. 

Senator Ranpotru. I find here $1 to $1.24, 43,000, 21 percent; 75 t 
99 cents, 21,100, 10.2 percent ; under 75 cents, 9,900, 4.9 percent. 

Are you worried about those people on that breakoff there going 
the other way’ You must be worried. You have given these figures 
here and they must tell us a story. 

Mr. Carrer. That is correct. Now, of course, in every business 
there is this area of people who do menial jobs. 

Senator Ranpotpn. Yes. 

Mr. Carrer. Which are not a part, a necessary part, of the func- 
tion of the business, and I don’t think that this represents anything 
more than the people that require no training for any specific job. 
We don’t have anybody in our organization in this bracket. 

I don’t know where these figures would have been compiled from, 
but I don’t think that there is any employee in our businesses gen- 
erally who would be—I don’t know; I would guess that these people 
would be people like porters or chambermaids or cleanup people or 
people of that nature. 

This would not be a necessary part of the function of a retail 
furniture store, as I can see it. 

Senator Ranpoten. You could give the subcommittee information 
on these figures. 

Mr. Carter. On these bottom two brackets ? 

Senator Ranpotpeu. Yes; since you yourself are bringing it out. 

Mr. Carrer. Yes; we took these, of course, from Government fig- 
ures, and we would like to do that. 

I think I have certainly tried to make my point on this 50 percent 
increase in pay on the overtime. This is the point which we want 
to make sure that the committee understands. This is a real problem 
and is an unfair problem. Maybe I can say it in this way. If the 
committee cuts across all of the activities of a selling organization 
which is developed and built on this incentive-pay basis, it is a pretty 
serious thing to have a Federal law which cuts across this whole 
method of doing business, and this whole atmosphere and climate of 
incentive pay. 

Here we are not dealing with substandard-pay people. We are 
dealing with people who are making money and are happy making 
it, and if I were to ask my salesmen how many hours they work, | 
don’t even know that they could tell me, because they punch no clock. 
They get no pay unless they produce. 

Senator Ranpotpx. You are concerned then with this time and a 
half for overtime? 

Mr. Carter. Right. 

Senator Ranpotpn. We can see that in what you are saying. 

Mr. Carter. That is correct, on an incentive basis. This is more 
important, because these are not substandard-pay people. These are 





TO AMEND THE FAIR LABOR STANDARDS ACT 221 


high-pay people—and a great majority of our people are in this 
category throughout the Nation because they are commission people. 
I know of no furniture store, major or minor, that does not look at 
his sales cost in relation to a percentage or a commission percentage 
of sales. 

This a foregone conclusion in our business. This is not like a 
department store where a clerk is paid to wait behind the counter. 
This is an industry 

Senator Ranpotpu. I ask you a philosophical question. It may 
fall in that category. Do you believe that we can retain the incentive 
system and still do justice to those persons who are underpaid today 
in that group who are not covered? Do you think we can bring them 
up together ¢ 

Mr. Carrer. Well, there is an example in New York State. New 
York State has done this—I think I referred to it in my statement— 
where the State wage and hour law requires only that the overtime 
be paid at one and a half times the legal rate. You see, here there 
is no cutting across this commission situation. We still are opposed. 

Senator Ranpotpn. You believe the provisions of this proposed 
legislation would stifle the incentive system of business ? 

Mr. Carrer. The way it is written in S. 1046, that is right, sir. 

Senator Ranpoten. Do you have further comments ? 

Mr. Carrer. No, sir; if I have made that point I am happy. 

Senator Ranvotpn. Thank you. The subcommittee appreciates 
your presence and I am sure we will consider carefully your testimony. 

Mr. Carrer. Thank you, Senator, very much. 


Senator Ranpoueu. Mr. Quinlan, Mr. Benkert, Mr. Bowling, Mr. 
Schupp, and Mr. Dudt. 


STATEMENT OF WILLIAM A. QUINLAN, GENERAL COUNSEL, ASSO- 
CIATED RETAIL BAKERS OF AMERICA, ACCOMPANIED BY JOHN 
M. BENKERT, PROPRIETOR, BENKERT’S BAKERY, GREAT NECK, 
LONG ISLAND, N.Y.; BERNARD BOWLING, PROPRIETOR, PLEHN’S 
BAKERY, ST. MATHEWS, KY.; CHARLES J. SCHUPP, SCHUPP’S 
BAKERY, WASHINGTON, D.C.; AND LOUIS J. DUDT, PROPRIETOR. 
DUDT’S BAKERY, PITTSBURGH, PA. 


Mr. Qurntan. Thank you, Senator. I am William A. Quinlan, 
of Washington, D.C., general counsel of the Associated Retail Bakers 
of America, a national trade association. There are five of us here 
on behalf of that association, and we have divided the 20 minutes 
allotted. 

Senator RanpotpH. You mean for the five of you, a total? 

Mr. Quinuan. Right, Senator. We are going to take 4 minutes 
apiece. With your permission I will state briefly the purpose and 
nature of our testimony. 

We are here in support of continuation without change of the pres- 
ent exemption of local retail and service establishments. We are 
directly interested in section 13(a) (2) as supplemented by section 13 


(a) (4), which is the 1949 amendment offered by the late Senator 
George. 
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When sections 13(a) (2) and (3) were written in 1949 to restore 
the exemption of local retail and service establishments, which had 
been distorted and whittled down by Wage and Hour Division rulings, 
the George amendment, section 13(a)(4), was included to make it 
clear that such neighborhood establishments as retail bakeries, retail 
candy shops, ice cream parlors, tailor shops, et cetera, were exempt 
despite previous Wage and Hour Division rulings that they were 


not retail establishments at all, but manufacturing establishments, 


because they made or processed the goods they sold to the consumer 
across their counters. 

In addition to other reasons for the exemption, it is especially vital 
to the retail baker because of his already high straight-time wage 
rates for the longer workweeks which are needed in handcraft bake- 
shops and which make a 40-hour overtime premium pay requirement 
inappropriate. 

May I ask, Mr. Chairman, that at the end of these opening remarks 
you include in the record my prepared statement discussing the tech- 
nical and practical background of the George amendment in detail? 

Senator Ranpoten. Yes. That may be done. 

(The statement referred to follows:) 


STATEMENT OF WILLIAM A. QUINLAN, GENERAL COUNSEL, ASSOCIATED RETAIL 
BAKERS OF AMERICA 


My name is William A. Quinlan, and I am appearing here in support of sec- 
tion 13(a)(4) of the Fair Labor Standards Act as general counsel of the As- 
sociated Retail Bakers of America, which is the national nonprofit trade associa- 
tion of retail bakers who produce bakery products for sale across their counters 
directly to the consumer. I have been associated with the baking industry in 
various capacities for 26 years, and with the Associated Retail Bakers of 
America for 16 of those. 

The businesses on behalf of which we appear are the neighborhood retail 
bakeries, with which the members of the committee are familiar, selling breads, 
cakes, pies, cookies, sweet rolls, and coffee cakes, pastries, and other baked foods 
which they make daily. 

The retail bakery is the establishment you see as you walk down the street, 
with the store in the front and the bakeshop in the rear. 

It is like the neighborhood retail candy shop, ice cream parlor, or tailor shop 
in that it makes the goods it sells across its counters or showcases. 

We are especially interested in section 13(a) (4) of the act, which, coupled 
with section 13(a) (2), exempts typical neighborhood retail bakeries and such 
similar establishments. 

We urge continuation of this exemption in its entirety, for general reasons 
of principle and practicability which support the exemption of all local retail 
and service establishments, and for the additional and vital reason in respect 
to retail bakeries that their handcraft bakeshops require relatively long work- 
weeks, for which they pay high straight-time wage rates that cannot now rea- 
sonably be subjected to a requirement of time and one-half premium pay above 
40 hours. 

As a matter of fundamental principle, if we are to keep our system of national 
and local governments, the Congress should continue to refrain from attempt- 
ing to regulate wages and hours in local retail and service establishments. 
There are also many practical reasons for refraining from such action. 

Section 13(a) (4), like various changes in clauses (2) and (3), was enacted 
in 1949 (Fair Labor Standards Amendments of 1949, Public Law 393, 81st 
Cony, ch. 736, Ist sess.) to counteract previous interpretations that had to a 
large extent defeated the original intent to exclude local retail and service es- 
tablishments from the Federal act. 

The Administrator, for example, had ruled that “an establishment which is 
engaged in manufacturing operations is not a retail establishment even though 
the goods which it manufactures are distributed at retail. Thus, for example 
a custom tailor engaged in manufacturing clothes to order would be engaged in 
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manufacturing operations and would not operate a retail establishment” (from 
the then version of Wage and Hour Division “Interpretative Bulletin No. 6,” 
par. 17; see also Gustafson vy. Fred Wolferman, Ine. (D.C. Mo., 1947), 18 Labor 
Cases, par. 64, 13838; Grant v. Bergdoff Goodman Company (CA 2, 1949), 16 La- 
bor Cases, par. 64, 935, as to candy kitchens, etc.). 

In other words, a neighborhood tailor shop. 

Similarly, the local neighborhood retail bakery would not be a retail establish- 
ment, Within the meaning of the act, because it baked its cakes, or the candy 
shop because it made its chocolate creams, the ice cream parlor because it mixed 
and froze its ice creams, or, carried to logical conclusion, the butcher because he 
made a sausage, or the restauranteur because he broiled it. 

That was typical of many interpretations which had stretched the act to unrea- 
sonable extremes and which caused a complete reexamination and reform by 
Congress in 1949. 

One of the amendments enacted to restore the original intent of Congress was 
the amendment proposed by the late distinguished Senator George, which is the 
present provision in section 13(a) exempting (4) any employee employed by an 
establishment which qualifies as an exempt retail establishment under clause 
(2) of this subsection and is recognized as a retail establishment in the particular 
industry notwithstanding that such establishment makes or processes at the 
retail establishment the goods that it sells: Provided, That more than 85 per 
centum of such establishment's annual dollar volume of sales of goods so made or 
processed is made within the State in which the establishment is located.” 
{Italic supplied. ] 

That is the amendment which reaflirmed the exemption of retail bakeries and 
other local retail establishments that make or process all or some of their 
wares, and is the provision we urge you to preserve. 

Even as it now stands, this is very strictly limited. (See H. Rept. 1453, 81st 
Cong., Ist sess., conference report to accompany H.R. 5856, pp. 26-27.) I believe 
unduly so. To eliminate it, or to curtail it further, would be to discriminate 
further against such establishments and, at least in the case of retail bakeries, 
to cause disruption and damage to business and employment. 

We respectfully ask the subcommittee to reject any proposal to eliminate or 
impair either subsection 18(a)(4) or the other provisions which are integral 
parts of the overall exemption of local retail and service establishments. That 
exemption depends upon each and every part of subsections 13(a) (2), (3), and 
(4), and the definition of “resale” in subsection 3(n). 

All these provisions were hammered out in the extensive review of the act in 
1949 to correct interpretative abuses by the Wage and Hour Division, and are 
essential to the purpose of avoiding attempted Federal control of what are inher- 
ently local businesses. 

Retail bakeries, along with neighborhood retail candy shops, ice cream parlors, 
or tailor shops, are just as much local retail establishments as are the other 
stores in the neighborhood that do not make or process anything they sell. 

They, like most other retail and service establishments, are inherently local 
and intrastate. and by nature a concern of State and local governments rather 
than the Federal Government. 

They generally become involved in interstate commerce only to a very slight 
degree, if at all: yet enough of them do so to some extent so that there is a 
practical need for the specific exemption. Usually they buy and receive their 
ingredients and other supplies from local, intrastate supply houses or jobbers, 
and the purchases and receipts are in intrastate commerce. And practically all 
the sales of their finished products are to the ultimate consumer across their 
own Counters. But many, if not most of them, receive certain ingredients, usually 
asmall portion of their total receipts, directly from outside the State, and some 
either regularly or casually and occasionally receive larger proportions of ingre- 
dients or other supplies from outside the State. 

Or their intrastate suppliers may specially order something for them, or 
even order something in anticipation of their individual needs (the scope of 
interstate commerce is being ever extended), and they may, without wanting or 
intending to do so, and perhaps only temporarily, have brought under the act 
some of their employees who have had something to do with ordering or receiving 
such materials. 

As to its finished products, a retail bakery, although it is essentially across 
the counter and local and intrastate, may mail some fruitcakes or holiday cookies 
out of the State for some of its customers, or, if it is in a community on a State 
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line, have some wedding cakes delivered across the line to its customers’ homes 
or churches, as does the past president of our association who is here today, Mr. 
Charles J. Schupp, whose bakery is on Connecticut Avenue near the District 
of Columbia line, and who occasionally has special products delivered across the 
Maryland line to the recreation hall of one of the churches, for example, only 
a block away at Chevy Chase Circle. 

A purpose of the exemption of local retail and service establishments was to 
preserve the act from the absurdities of such incidental involvements, in inter- 
state commerce, of what are essentially intrastate businesses. It obtains as 
forcibly in respect to retail establishments which make what they sell as in 
respect to those which do not. To remove the exemption, in whole or in part, 
could open a hornets’ nest of federally created and never intended liabilities in 
neighborhood businesses. 

The exemption from recordkeeping is important to the retail baker. He usually 
is his own general manager and bakeshop superintendent, and act as one of his 
own bakers. Usually his wife is the head salesclerk in the store at the front. 

Usually, he has an outside accountant come in to keep his books and prepare 
his tax returns, and he himself has no clerical staff, except that he or his wife or 
one of the shop or store employees may, part time, use a typewriter for inescap- 
able correspondence or reports, each of which, I can personally testify, is a 
burden to one who, from early times and because of the demands of today’s 
retail bakery customers as well, is more artisan than clerk. 

These retail bakeries, moreover, are handcraft shops, employing skilled crafts- 
men at high wages. By the nature of the business, the members of the committee 
will recall from personal observation, they make and sell a great and changing 
variety of highly perishable products, reqiring small-scale, highly skilled hand- 
work, with many changeovers, in contrast with any routine, intensive. mass- 
production operation. 

As was recognized in the NRA code of fair competition for the baking indus- 
try, these retail, handcraft shops accordingly have longer straight-time work- 
weeks. The exemption provided in section 13(a) (4) of the act, therefore, has 
great practical importance because of the statutory maximum 40-hour straight- 
time workweek, although that is not the only consideration calling for the ex- 
emption. 

The high straight-time wage rates prevailing in retail bakeshops recognize 
both the craftsmanship of the retail bakeshop employee and the longer regular 
workweek required in his handcraft work to produce the products characteristic 
of retail bakeries and responsive to consumer demand—the products the con- 
sumer wants, fresh when she wants them. 

The retail and service establishment exemption, as restored in the 1949 amend- 
ments, has been a vital and realistic factor in the workability of the Federal act. 
To upset that exemption, as to clause (4) or otherwise, would be to invite another 
emergency to succeed the portal-to-portal and overtime-on-overtime emergencies 
that already have occurred under this same Federal Fair Labor Standards Act. 

We respectfully urge you to reject the various proposals to limit the exemption 
on a basis of number of establishments, or sales, or receipts of goods. If you 
abandon the principle of refraining from attempted Federal control of local 
retail establishments, by controlling such establishments over an arbitrarily 
prescribed line, then you have nonetheless abandoned the principle and have 
established an unfairly discriminatory dividing line, open at least to grave con- 
stitutional question, which would be subject to continual demands for progres- 
sive extension, and which would be always unjustly discriminatory among com- 
peting businesses, at whatever point set. 

In addition to those comments concerning the specific exemption of retail 
bakeries along with other local retail and service establishments, may I respect- 
fully comment on proposals which have been made to extend the general cover- 
age of the act to activities which substantially affect interstate commerce. 

Even though the present express exemption of local retail and service estab- 
lishments be continued, we submit that that proposal as to general coverage is 
inappropriate to this type of legislation. 

The National Labor Relations Act exhausts the constitutional power of Con- 
gress under the commerce clause by applying itself to businesses substantially 
affecting interstate commerce—an indefinite standard that could be finally set- 
tled only by lawsuits in most cases if it were fully enforced. 

That may be more reasonable under that statute, where usually the result of 
controversy is an order merely to stop what one is doing, although even there 
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the National Labor Relations Board itself has had to exempt essentially local 
businesses as a matter of enforcement policy. The Fair Labor Standards Act, 
which can create ruinous back-wage liabilities, must have a more definite basis 
of coverage. If the general coverage of the Fair Labor Standards Act were 
to be extended to all businesses substantially affecting interstate commerce, 
hundreds of thousands of local businesses would be left in doubt, to be settled 
only by individual litigation. 

We respectfully submit that the “affecting commerce” basis is inappropriate 
for purposes of a statute like the Fair Labor Standards Act, and, in any event, 
that the exemption provided in section 13(a)(4) should be preserved. 

Mr. Quintan. We now would appreciate your hearing, in this or- 
der, Messrs. Benkert, Bowling, Schupp, and Dudt, four operating re- 
tail bakers, past presidents of the Associated Retail Bakers of Amer- 
ica, Who would like to give you brief descriptions, a cross section, of 
four typical examples of retail bakery operations exempted by ‘the 
George amendment. To keep within the time allowed they will omit 
portions of their prepared statements, and we ask that those be in- 
cluded in full in the record. 

At the conclusion of their testimony, there should be 2 minutes re- 
maining of the total of 20, in which I would like to close by pointing 
out in summary how the bill S. 1046 would apply to retail bakeries 
and similar establishments. 


Now, with your permission, may I introduce Mr. John Benkert? 


STATEMENT OF JOHN M. BENKERT, PROPRIETOR, BENKERT’S 
BAKERY, GREAT NECK, LONG ISLAND, N.Y. 


Mr. Benxert. Mr. Chairman, my name is John M. Benkert, and 
I am the proprietor of Benkert’s Bakery, Great Neck, Long Island, 
N.Y. I am a past president of the Associated Retail Bakers of 
America. 

I have a neighborhood retail bakery, and have been in this business 
since 1926. We produce a full variety of bread, ¢: akes, pastries, birth- 
day cakes, fancy cakes, and rolls. ‘All of that is produced in the 
back in the shop behind the store. I am actively in charge of the 
bakery. 

In the store we have six salesgirls. The lowest wage in the store is 
$1.30 per hour. The head girl receives a bonus ye arly. The “nr 
girls wear uniforms which we furnish. They get 3 weeks paid vac 
tion and eight holidays a year, and are cov ered by disability insur- 
ance. 

They work from 35 to 44 hours a week, and their hours change be- 
ealtep a girl may want to be off an extra day or work 7 hours 1 day and 

8 hours ‘the next, although our store is regularly open from 7 a. m to 

7 p.m. 6 days a week and closed on Sundays and holidays. 

In the bakeshop, our wage rates are $2.40 an hour for a helper, 
2.53 for a second hand, $2.66 for a first hand; 3 weeks paid vacation, 
8 holidays, and welfare benefits amounting to $12 per week per em- 
ployee. I also have two porters, one getting $105 per week and the 
other $75 a week for a 714 hour day, 6 days a week, plus the 3 weeks’ 
paid vacation and eight holidays and $12 a week fringe benefits. 

Our bakeshop employees are under a union contract, and they 
work a 45 hour straight-time workweek. 

I do my own clerical work, with the exception that I have an ac- 
countant who comes in once a month to go over the figures. 
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Regarding interstate commerce, about 20 percent of our flour comes 
directly from outside the State, but the rest of our supplies come from 
local suppliers. The total amount of supplies bought interstate 
amounts to about 3 percent dollarwise. 

Ninety to ninety-five percent of our own products are sold over our 
counter, and the rest, such as coffeecakes and pies, to neighborhood res- 
taurants within two or three blocks from us. 

Even without the Federal wage and hour law, the profit outlook 
is not very bright, because we absorbed a Ww age increase in March, 
and the 3-week vacation will be definitely an extra expense compared 
with 2 weeks before. We had six paid holidays, and now have eight, 
We paid $9 for fringe benefits and that was increased to $12. It 
doesn’t look too bright for the future from the profit angle. 

The 40-hour overtime provision would affect us very badly. I am 
only paying overtime after 45 hours, and the Federal law would defi- 
nitely be a h: irdship. In fact, as to most of the small bakers in our 
area—and there are 700 of them covered by the same bakery union 
No. 3—they are struggling right now, and I do know that, for a fact, 
they ean hardly sti and it now, and they would be out of business in a 
short time if they should come under the Wages and Hours Act. 

I also personally feel that the small businessman is burdened 
enough with records, with union delegates, with union welfare funds 
benefits, Federal and State withholding taxes. I think it is just about 
all a small businessman can take. 

I want to point out one more thing: 

After a 5-week-long strike about 700 retail bakery owners in the city 
of New York signed a contract with the union on or about March 10, 
1959, with no time-and-a-half clause after 40 hours. Time-and-a-half 
pay begins after 45 hours only. 

The union leaders realized that we could not operate successfully 
and stay m business with a 5-day week, because of the $12 per week 
welfare and pension fund, per man, 3-week paid vacation and eight 
paid holidays, plus other fringe benefits too numerous to mention. 

Another very important factor is the scarcity of skilled bakers. 
There are not enough bakers to allow us to go ona 5-day week. So we 
would definitely be punished again should we come under the Fed- 
eral wage and hour law. 

Senator RanpoteH. Thank you, Mr. Benkert. May I take just this 
one moment to ask what union you have mentioned here which you say 
realized the problem and entered into an agreement which was satis- 
factory to a 45-hour week. 

Mr. Benxert. That is the Bakery & Confectioners Union Local 
No. 3. 

Senator Ranpotpu. Thank you. 

Mr. Qurxtan. Mr. Chairman, may I present next Mr. Bernard 
Bowling, who we are proud to say is the mayor of St. Mathews, Ky. 








STATEMENT OF BERNARD BOWLING, PROPRIETOR, PLEHN’S 
BAKERY, ST. MATHEWS, KY. 


Mr. Bowrrne. Thank you, Mr. Chairman. My name is Bernard 
Bowling, and I am proprietor of Plehn’s Bakery, St. Mathews, Ky., 
a suburb of Louisville. I am past president and at present a mem- 
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ber of the board of directors of the Associated Retail Bakers of 
America. 

I operate a typical neighborhood retail bakery, with a complete 
line of bakery products, and we also make our own ice cream for sale 
on the premises. 

We have been in the ss ame location for 35 years. Our corner bakery 
was one of the first stores in the community, and you might say the 
town grew around this hub of small retail stores. 

As with other retail bakeries, our bakeshop is located in the same 
building, to the rear of the selling area. We sell about 90 percent of 
our merchandise over the counter on a cash-and-carry basis, the other 
10 percent being divided among the local churches and schools. All 
of our sales are within the State, in spite of the fact that we are lo- 

cated on the Ohio River, in the 14 years I have been operating, I do 
not recall any instance where we have had a request for any merchan- 
dise on the other side of the river. But naturally I would like to be in 
a position to fill such an order, because our business is like any other. 
You certainly can’t afford to turn down business. 

I, as the owner, act as the manager and do all the buying, check 
the invoices, pay the bills, make out the payroll records, and once a 
month I have an accountant who comes in and compiles the daily and 
weekly records that I keep myself. 

Our business is basically a small business, and as such certainly 
could not warrant the expense of a stenographer or bookkeeper, and 
our case is typically one of the small bakers in our « ‘community or gen- 
eral area. Ours is a small business, and as such the owner is the 
manager, one of the shop employees, and the bookkeeper and secretary. 

We have five wablapisle , and two part-time girls in the store who are 
high school students. Their work is basic ally selling, keeping the 
merchandise in order and the selling cases in neat, orderly fashion. 

I have a head store girl who has been with the firm since it opened 
3) years ago, which I think indicates a condition of satisfactory 
employer-employee relationship. This particular girl works 45 hours 
per week at a salary of $80 per week. 

The lowest wage rate we pay in the store, which is the lowest in 
our business, is 90 cents per hour for the part-time schoolgirls. The 
full-time girls get 90 cents to $1.25 an hour. These particular part- 
time schoolgirls are in their fourth year. I have been in the habit of 
starting them at 80 cents an hour and bringing them up to the dollar 
figure as they learn the complete working of the selling operations. 

In all probability, if I were to start a new part-time schoolgirl now, 
it would be at 80 cents per hour, which in our section of the country 
is higher than the average wage. I have always been in the habit of 
trying to pay a little more than the average rate in our area to the 
higher type girls, because in our line of business we need the best 
available store girls to come into contact with the public. 

I think there is a pertinent point in connection with our store girls. 
There are what we call lulls where the girls have time to relax. It is 
not like a production-line business where you are on a belt and on the 
go constantly. It would be safe to say that, for the average 8-hour 
shift, the girls will have 2 hours where they are practic ally on their 
own without any pressure or without any specific assignment except 


to stay on the premises, and they can leave the premises to go shopping 
on my time. 
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I give all my employees, both store and bakery, hospitalization and 
medical insurance and 2 weeks vacation with pay. On the question of 
sick pay, that is flexible. I have always followed the policy of help- 
ing those that need the most help, particularly the ones that have 
children at home or have a financial problem. I would estimate 
that the fringe benefits amount to about 10 cents an hour or $4 to $5 
a week. 

Our store is open from 8 :30 to 6, 5 days a week, and on Sunday from 
7to3. The full-time girls work between 42 and 46 hours per week at 
90 cents to $1.25. 

In the bakeshop we have two porters, six bakers, and one man who 
makes ice cream. 

One porter is paid $50 a week, and I would estimate his average 
hours for me at roughly 45. He also does other jobs for some of the. 
other tenants in the building. He knows what his assignments are, 
He gets his work done, and I never interfere with his work schedule. 
I never give him specific assignments and when he is done he is on his 
own. He probably ranges from 40 to 52 hours per week, an average 
of 45. The other gets $i per hour. 

Our wage rates ‘for bakers are from $1.30 per hour with a minimum 
of $65 per week to $1.70 per hour with a minimum of $85 per week. 
In other words, we guarantee 50 hours’ pay regardless of how few 
hours they work. 

As to the operating hours of the bakeshop and the working hours 
of the bakeshop employees, those employees normally start around 6 
a.m., and are finished anywhere from 1:30 to 3:30, depending on the 
particular day in the week, and it is variable. In our operation you 
might have a sizable order from a church group or school on a normally 
slower day which would necessitate longer hours on that particular 
day. 

Like other retail bakeries, ours is a handcraft shop. 

We, of course, use mechanical mixers, but the rest of the work is all 
handwork by experienced men who have acquired the handcraft 
knowledge over a period of several years. 

We are not unionized, either in the shop or in the store. 

As to interstate commerce, I would say that 80 percent of my sup- 
plies are bought from local bakery supply houses, and branches of 
the larger companies supply eggs, et cetera. We buy from one 
firm, that happens to be across the river, some flour and sugar which 
amounts to around 10 percent, dollarwise, of my total purchases. 

We also buy a few minor ingredients from the larger supply houses 
who may have warehouses in ‘such towns as Chicago and Cincinnati, 
specialty items which the average supply house might not have occ: 
sion to carry. 

Materials from outside the State usually are sent in by truck or 
railway express, depending on the weight. I try to receive most of 
them myself, but when I am out it is “usually one of the bakers or 
the ice cream man that checks them in. Ninety percent of our mer- 
chandise is sold over the counter on a cash-and-carry basis and none of 
it is sent out of the State. 

As to the part-time schoolgirls, I don’t feel that, in our particular 
section a schoolgirl is worth $1 an hour as a starting wage, because 
very definitely it takes some time to train them, and during the train- 
ing they are more or less a liability than an asset. 
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It would very definitely eliminate jobs for many of the schoolgirls, 
and I think from a social standpoint that a community is much better 
off where the teenagers have some part-time work. It keeps their 
mind occupied and ‘doesn’t interfere with their schoolwork, too, be- 
cause they never work over 3 hours in the afternoon, and it is only 
2 days a week, plus their Saturday and Sunday work. 

Nine out of ten schoolgirls very definitely would not be worth the 
$1-an-hour wage rate until sometime after they had been working at 
a selling job. It would be a hardship on bakeries to find other com- 
petent sales help, because competent help is already scarce. 

Of my full-time store girls, I believe there are only two that actually 
have to work. The others do it because they like it and keep them- 
selves occupied. 

As to myself as the buyer, the bookkeeper, and the stenographer, 
this law would very definitely add additional recordkeeping and book- 
working to say nothing of the additional strain on a man’s mind in 
that he will alw ays be ‘wonderi ing whether or not he is in violation of 
the law. 

Some of these cases would come up where a baker was completely 
ignorant of the law and then an investigator would come in and find 
him in violation for a period of years and it would put undue hardship 
on the average little retail baker who is already burdened with seal 
bookkeeping work already imposed on him by the Federal Govern- 
ment and in many cases on the State and local levels. 

It would add additional work to a type of business that is already 
overburdened with recordkeeping. 

Mr. Chairman, the next part of the statement is not in the record. 
I would appreciate it if I can close with these few sentences here? 

Senator Ranpoten. Yes; you can do that. 

Mr. Bowing. My prince ipal objection to coverage under the Federal 
law is that once the principle i is broken down to cover retail merchants, 
the volume figure will be attacked until every retailer is covered re- 
gardless of size. As I stated I have 9 children, making a total of 11 
in our home. I have 14 full-time employees in my business. If you 
hired an inspector to run my business in St. Mathews as to wages and 
hours you may as well go one step further. Hire the other one to run 
my home, because there really isn’t much difference in size and re- 
sponsibility. 

Thank you, Mr. Chairman. 

Senator Ranvoten. Mr. Bowling, you say in your testimony that 
your store is open from 6:30 a.m. to 6 p.m. 5 days a week and on Sun- 
day from 7 a.m. to3 p.m, 

Mr. Bowing. Yes, sir. 

Senator Ranpotru. That only adds up to 6 days to me. 

Mr. Bowrrnea. That’s right. 

Senator Ranpoupu. Are. you closing on Saturday ? 

Mr. Bowt1na. No; we close on Monday. 

Senator Ranporrn. I just wanted to know. 

Mr. Bowtine. I’m sorry; I didn’t make that clear. 

Senator RanpotpH. Yes; I wanted to know whether it was a Satur- 
day or a Monday. 

Mr. Bowtie. No; it is Monday that we are closed. In fact 95 per- 
cent of the stores in the southern area are open on Sundays and closed 
on Mondays. 
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It is just tradition that people expect you to be open. 
Senator Ranpotru. On Sunday ¢ 
Mr. Bownina. Yes. 

Mr. Qutxtan. Mr. Chairman, in trying to give you a practical pie- 
ture of what is involved in this provision we have two more illustrative 
cases and the next one is Mr. Charles J. Schupp. 

( Discussion off the record. ) 


STATEMENT OF CHARLES J. SCHUPP, PARTNER, SCHUPP’S BAKERY, 
WASHINGTON, D.C. 


Mr. Scuvurr. Mr. Chairman, my name is Charles J. Schupp, and I 
reside in Kensington, Md. My wife Elizabeth and I, as a partnership, 
operate Schupp’s Bakery, also known as Schupp’s Pastry Shop, which 
is located at 5542 Connecticut Avenue, Washington, D.C. I am a 
past president of the Associated Retail Bakers of the Greater Wash- 
ington Area and also a past president of the Associated Retail Bakers 
of America. 

We operate a typical retail bakery, doing all our baking on the 
premises and selling all our products over the counter with very few 
exceptions. On rare occasions we do make deliveries to churches 
which are located in Maryland, but we only do business from the 
bakery. 

I manage the business in general and work in the bakeshop, and do 
all the clerical work, including typing my own letters, both business 
and association letters. Mrs. Schupp works in the store and is in 
charge of sales. 

In the store we have five full-time employees and five part-time 
schoolgirl employees. 

The lowest wage rate in the store is $1.25 per hour, which is the rate 
for schoolgirls, and also the starting rate for full-time store em- 
ployees. Upward graduation is in steps of 12.5 cents per hour, 
with the first raise for full-time salesladies after 1 month’s service 
and satisfactory progress. At present we have one saleslady receiving 
$2 per hour and one saleslady receiving $1.75 per hour. 

The store is open from 9 a.m. to 7 p.m. Tuesday through Saturday, 
and from 9 a.m. to2 p.m. Sundays. We are closed on Mond: ays 

The store girls work in stages, some of them starting at $:30 am. 
and others at 9 a.m. and at 10 a.m. and leaving at 5:30 p.m., 6 p.m., 
and 7 p.m., so that they work 8 hours a day and 4 or 5 hours on Sunday 
for a total of 44 or 45 (maximum) hours a week. 

In the bakeshop we have a day shift and a night shift. 

On the day shift the hourly wages range from $1.20 per hour for 
porters and general helpers to $2 for foreman and $160 per week 
plus $1,000 bonus for decorator and assistant manager. 

On the night shift the hourly wages range from $1.40 for bakers’ 
helpers to’ $1.80 for ovenman and $2 for assistant foreman, with the 
foreman receiving $170 per week. 

All male employees are covered by Blue Cross and Blue Shield 
group insurance w oo any cost tothem. All of the male employees 


also participate in a vacation fund on which they receive 6 percent 
on the amount paid in. 
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All employees, male and female, receive a Christmas bonus and 
all of them receive vacation pay, amounting to 2 percent of annual 
earnings (1 week’s pay for those who worked steady). 

The working hours of the bakeshop employees are flexible, ranging 
from 40 to 60 hours per week and averaging about 50 hours. 

The night shift starts at midnight Monday, Tuesday, and Wednes- 
day night and at 11 p.m. Thursday, Friday, and Saturday night, and 
the day shift starts at 6 a.m. the first 3 days and at 5 a.m. the last : 
days. However, the number of hours worked by each shift is flexible, 
which is typical of our business because our products are highly 
perishable and the demand is as variable as the weather and it is im- 
possible for us to stop at a certain time like a production line. Accu- 
rate gaging of production to anticipated sales each day and taking into 
account weather forecast, payroll distribution, orders on hand, ete., is 
imperative to sound operation and requires flexibility of production. 

We have the usual mechanical mixers and bun dividers, but our 
shop is handcraft. 

Regarding our raw materials and supplies, about 90 percent is pur- 
chased loe: ily and 10 percent in other States, and some of the flour 
which is purchased locally is earmarked for us when it comes into the 
local warehouse. 

Because we do more business per hour on Sundays and holidays, 
when the demand is at its peak, and because of the great variety of 
our products, their perishability, and the general vari iable and flexible 
demand, I do not believe that we could live under a 40-hour overtime 
prov ision. Thank you, Mr. Chairman. 

Senator Ranpoteu. Thank you. 

Mr. QUINLAN. Mr. Chairman, we have one more case. Mr. Dudt. 


STATEMENT OF LOUIS J. DUDT, PROPRIETOR, DUDT’S BAKERY 


Mr. Dupr. My name is Louis J. Dudt. Mrs. Dudt and I, as a part- 
nership, operate Dudt’s Bakery in Pittsburgh, Pa., which is a neigh- 
borhood retail bakery. I am a past president of the Associated Re- 
tail Bakers of America. 

We make and sell pies, pastries, ¢ ‘rakes, bread, and rolls. We have 
heen in business since 1922, 37 years. 

I supervise the baking and Mrs. Dudt supervises the selling of the 
merchandise. 

In the store, we have eight regular girls, one of whom is the super- 
visor, and four part time. They are not dependent on their earnings. 
All are members of families that have additional earnings. 

The lowest wage rate in the store is $1 per hour, and the highest is 
$1.50. 

Our store is open from 8 in the morning to 6 in the evening, 5 days 
a week, Sundays and Mondays excluded. The store employees work 
40 hours per week. 

In the shop we have 10 male and 6 female employees. Of the male 
Peete two are cakemixers, one a bread mixer, four are bench 

hands, two are ovenmen, and one is a helper. Of the girls, two wash 
utensils, and the others do icing of cakes and other details in the 
finishing of products. We also have a porter. 
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The porter’s pay is $80 a week, and he works about 9 hours a day, 
or 54 hours a week. He starts at 6:30 in the morning, and leaves at 
Sor3:30. 

The lowest wage rate in the shop is $1.25 per hour and the top is 
$2.50 per hour, except for the supervisor who receives $3 per hour, 
In addition all employees receive vacations with pay and bonus at 
Christmas. 

We operate as far as the bakeshop employees are concerned 8 hours 
per day; 1 week we operate 5 days, or 40 hours, and the next, or alter- 
nating week, we operate 6 days, or 48 hours, so that we average 44 
hours per week per man. 

What I do is have just half the bakeshop work force every Mon- 
day, so as to give each employee every other Monday off. 

One man comes in at 2 o’clock in the morning, and another at 3; 
we have one at 6, and the balance of the crew come in at 7 and g, 
but all work the same number of hours. 

If you are wondering how I can manage in the retail bakery busi- 
ness to have my bakeshop people work “only 40 hours every other 
week, the answer is that I can’t, at least not without the hardship I 
am now suffering, I find that it has worked a definite hardship on me, 
and I would be very willing to furnish operating statements for the 
years 1955 and 1956, also 1958, to corroborate this. 

My shop-labor costs 5 years ago were 13 percent, and at the present 
time they are 24 percent—that is my labor cost in the production 
department; that is quite an increase, and it certainly hasn’t done 
our business any good. 

Our biggest competition is the housewife, and if we have addi- 
tional cost in the shop we are going to have to increase our selling 
prices on bakery products that can be made at home, and it is going 
to increase home baking, and it is going to force bakeries ont of 
business. We can price ourselves out of the market. My experience 
has been in the past few years that every time we increase the selling 
price of our merchandise we manage to keep up the dollar volume, 
but we certainly lose tonnage every time we increase prices. 

We have a mechanical mixer and dough sheeter and a bun-dividing 
machine and other than that every thing i is done completely by hand. 
Insofar as the type of products that we make in retail bakeries, 
there are no machines available to produce them. This has been and 
still is a handcraft business. 

Mrs. Dudt takes care of all the bookkeeping and office work, the 
correspondence, and so forth in our business. 

Dollarwise, 90 to 95 percent of our raw materials are purchased 
from local merchandise warehouses, and delivered out of those to 
our place of business. About 5 percent, such as coloring and spices, 
comes interstate. 

Our products are sold 100 percent over the counter in one store. 

Thank you. 

Mr. Quryian. Mr. Chairman, there has been considerable mis- 
understanding about what we are talking about when we talk about 
a retail bakery, and we wanted to clear that up with this representa- 
tive cross section, also to indicate to you that there is a practical need 
for the exemption. 
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If I may, Mr. C hairman, in closing I would like to say, first, re- 
garding the bill S. 1046 that we appreciate your having included on 
page 10, lines 11 to 19, inclusive, an exemption provision using much 
of the language of the present section 13(a) (4). 

However, we respectfully submit that it would be wrong to deny 
the exemption to businesses or affiliated business groups which have 
total annual sales of $500,000 or more, as would be done by this new 
provision coupled with the new proposed section 3(t) (1) of the act, 
on page 4 of the bill, lines 17 to 23, inclusive. 

Also—and we assume this is not the intent of the bill, and if I 
correctly understood the Senator you indicated it is not, and we are 
happy to hear that—but it must be assumed also that the Wage and 
Hour Division would try so to interpret it—when those two provisions 
are read in conjunction with the proposed new section 3(t) (7), on 
page 6 of the bill, lines 3 to 6, inclusive, it could be argued that this 
exemption would be denied to any business or affiliated group of busi- 
nesses having annual sales of $50,000 or more, if it has one or more 
employees actually engaged in interstate commerce or the production 
or handling of goods for interstate commerce or work necessary 
thereto. That would be a strained interpretation, but after 21 years 
of observation of the Wage and Hour Division, Senator, I think 
you have to contemplate a strained interpretation when you write 
wage-and-hour legislation. 

A $50,000 limitation would be tantamount to revoking the exemp- 
tion entirely. It would end the exemption for all four of the retail 
bakers you have heard here and practically all others. A $500,000 
limitation would not affect most retail bakeries but would be unfair 
to concerns which are substantially like the others in their opera- 
tions and problems, but happen to have more establishments, and sales 
above the arbitrary limitation, whatever it might be. 

Moreover, as to retail establishments which do not make what they 
sell, the effect of the bill would be to revoke entirely the present ex- 
emption from the applicability of the wage-hour provisions to those 
particular employees engaged in interstate commerce or production 
or handling of goods for interstate commerce. And this is a matter 
of concern to multiple-unit retail bakers whose stores are now ex- 
empt although their central bakeries are not because they do not bake 
and sell on the same premises, as do those gentlemen here. 

The new exemption provided in the bill for such stores in busi- 
nesses with less than $500,000 sales would be an exemption only from 
the new provision extending the act to local businesses which have no 
employees at all in inter: state commerce 

The time does not permit us to diseuss this in further detail orally, 
but we urge you to continue, without limitation, the present sections 
13(a) (2), 7 3) and (4) of the act. 

Mr. Chairman, may I submit for the record a resolution on this 
subject adopted by our annual convention on April 15, 1959. 

Senator Ranpoten. That will be entered in the record. 
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( The resolution referred to follows:) 


DECLARATION OF PoLicy ADOPTED AT ANNUAL CONVENTION OF ASSOCIATED RETAT, 
BAKERS OF AMERICA, WASHINGTON, D.C., Apri 15, 1959 


FEDERAL WAGE-HOUR REGULATION OF LOCAL BUSINESSES 


We oppose amendments to the Federal wage-hour law, or so-called Fair Labor 
Standards Act, which would extend the coverage of that law to local businesses 
that merely affect interstate commerce or compete with interstate businesses, 
and we oppose amendments which would eliminate, or would limit on a basis 
of sales volume or otherwise, the specific exemption, now provided in section 
13(a) (2), (8), and (4) of that law, of local retail and service establishments, 
including manfacturing retail establishments such as neighborhood retail 
bakeries. 

In addition to objections in principle to such attempted Federal regulation of 
local enterprise, and to other practical objections, we emphasize the unfair and 
destructive results of trying to apply a time and one-half overtime requirement 
after 40 hours to already high straight-time rates for the longer workweeks 
needed in handcraft bakeshops. 


Mr. Qurntan. Also a copy of a telegram which I sent to the mem- 
bers of the executive committee of the Associated Retail Bakers of 
America and to Messrs. Benkert. and Dudt, and of the replies received 
in response to that telegram, with respect to the limitations as to annual 
sales. 

Senator Ranpotex. They will also be included. 

(The documents referred to follow :) 


Copy oF TELEGRAM TO MEMBERS OF EXECUTIVE COMMITTEE OF ASSOCIATED RETAIL 
BAKERS OF AMERICA AND TO MESSRS. BENKERT AND DuptT 


May 4, 1959. 
Would much appreciate your comments by return airmail special regarding 
practical effects on retail branch of baking industry if wage-hour exemption 
limited to businesses with total annual sales under $500,000. Also if limit were 
£50,000. To what extent would this bring retail branch under the law, etc.? 


WILLIAM A. QUINLAN. 


McKEEs Rocks, Pa., May 5, 1959. 
WILLIAM A. QUINLAN, 
Washington, D.C.: 


In answer to your telegram, if present exemptions are removed and volume 
of sales exemption is applied, the future of the retail baking industry will be 
seriously affected. Nearly all retail bakeries regardless of sales volume already 
have high percentages of labor cost, both in production and selling in comparison to 
chainstores due to skilled handcraft production methods and service-type stores. 
The application of the 40-hour-week plus time and one-half provision plus higher 
minimum than are now being paid would force many retail bakeries to close 
their doors within the next few years, since even under present conditions they 
cannot compete pricewise with mechanized production and self-service distribu- 
tion. The nature of the retail baker’s specialized production does not lend itself 
to mechanization for self-service. The retail bakery business is local in char- 
acter and it should remain exempt from the wage-hour law even though many 
of its raw material originates in other States. If the exemption were based on 
$500,000 per year sales, most single-unit operators would be exempt but many 
small retail bakers operating two to five branch stores would be subject to law’s 
provisions. If limit were $50,000, practically every retail baker would be subject 
to law. Urge that you use every means to preserve present exemption of wage- 
hour law for our industry. 

Sincerely yours, 
Pau M. BAKER, 
JENNY LEE BAKERY. 
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BENKERT’S BAKERY, 
Great Neck, Long Island, N.Y., May 5, 1959. 
WILLIAM A. QUINLAN, 
Washington, D.C.: 


If wage-hour exemption limited to businesses with total amount sales under 
$500,000 would cover about 98 percent of all retail bakeries. If limit were 
50,000 it would affect only approximately 5 percent of all retail bakeries and 
these shops are so called mama-and-papa bakeries with hardly any employees 
at all. 


JOHN BENKERT. 


Corte BAKERIES, INC., 
Muskegon, Mich., May 4, 1959. 

The exemption of retail bakers with annual sales under $500,000 would not be 
too good, since it would make some bakers in same market operating under 
different rules. There are a few single-unit retailers who probably do that much 
volume and may have union workweeks over 40 hours—I’m not sure of that. 

Our volume is more than that, but I have been paying time and a half for 
some time because I thought it the wise thing to do. By the same token our 
hourly rates are lower to compensate for the overtime the men all get. 

The best argument against a total-volume exemption is that the inflationary 
trends prevalent in our economy cause reasonable exemptions now to become 
unreasonable in the future. The $25,000 corporation income-tax limit is just 
half as reasonable now as when established. It keeps us from growing as we 
should. A statutory limit on exemptions might also act as a barrier to growth 
beyond the limit established. 

In regard to the limit of $50,000 annual sales—that would be like putting 
everybody under because it would only exempt the smalltown bakers who are not 
progressive, as even their sales should be over that. With present inflation, 
it would afford no help to retail bakers for any period of time and might even 
complicate matters. 


L. CARROLL COLE. 


PLEHN’s BAKERY, 
St. Matthews, Ky., May 5, 1959. 

Drak BILL: An exemption of the wage-hour law to businesses doing less than 
$500,000 volume would only be temporary. Once the principle of the matter is 
broken, the figure could and would be changed at each session of Congress. AS 
a practical matter I still take the position that the people in Washington 
shouldn’t attempt to regulate my local neighborhood bakery in St. Matthews, 
Ky. We have adequate State laws in Kentucky covering wages and hours 
to protect employees. The State legislators are in much better position to pro- 
vide necessary legislation covering local business. 

Official circles in Washington are making an honest effort to curb expenditures. 
Commonsense tells anyone that the entry of the Federal Government into local 
wage-and-hour matters will only add to existing high cost of government. 

And over and above this is another grave problem. I operate a small business. 
I only employ 14 full-time employees. Fortunately, the Lord has blessed me 
with 9 children, making a total of 11 in my family. If the Federal Government 
attempts to manage my or any other small business in St. Matthews they may 
as Well manage my home because there really isn’t much difference in the size 
or the responsibility attached to each. 


BERNARD BOWLING. 


Dvupvr’s SoutH HILts PREMIER BAKERY, 
Pittsburgh, Pa., May 5, 1959. 

The only comments that I have to make regarding the exemption on total 
amount of gross sales, would be an annual gross sales of $500,000; anything less 
than that we should not even consider. But, we must remember that we have 
in the retail industry many multiple-unit operations which exceed $500,000 
annually, and we certainly must give this kind of operation some thought. 

In closing today I feel as though we should stand in unity for a complete 
exemption of all retail bakeries, whether they are one store or a multiple-unit 
operation, doing business entirely intrastate. 

Louis J. Dupr. 
41681—59——-17 





936 TO AMEND THE FAIR LABOR STANDARDS ACT 


BUNGALOW BAKE Snop, 
St. Paul, Minn., May 5, 1959. 


I urge you to convey my feelings to the subcommittee on hearings to be held 
on 8S. 1046 and related bills amending Fair Labor Standards Act. 

' here is a general trend brought about by forces both political and eco- 
nomical, over the past few years, which has created an atmosphere that one 
must either be real big in business or else real small in order to survive. In our 
industry the medium-size operator has been practically eliminated. To some, 
this trend has been given the title of “progress.” Can this be so? If the big 
get bigger and the small business gets smaller, it is inevitable that the small 
will dwindle down to mediocrity. The harassment of small buiness today is al- 
ready a strain. To broaden this harassment will only hurry the breaking point. 

My business was built from scratch to a successful little enterprise by my own 
willingness to want to do right by my employees and my customers. We cer- 
tainly have sufficient laws within our city and State that this is properly done. 
Please let us try to preserve this opportunity for all individuals from whence 
all big business of today once originated. Seeds of future business are still 
being planted today. They must have the freedom to grow. 

I strongly oppose any : nendments to Federal wage-hour law that would take 
away from us the same opportunities and freedoms that big business deemed 
necessary for its own growth in the past. We have a right to aspire to the same 
growth experienced by them. 

Limits of $50,000 too low. If it is the purpose of the sponsors of this amend- 
ment to completely eliminate small business then this would be the final stage. 
Bakers in the group below $50,000 can hardly be concerned with labor prob- 
lems. 

MARTIN OLSON. 


NELDAM’S DANISH BAKERY, 
Oakland, Calif., May 5, 1959. 


I am afraid that I won’t be of much help to you on the Fair Labor Standards 
Act, as California is very much unionized and wages are quite high, possibly the 
highest in the country. Everybody on the Pacific coast, to my knowledge, pays 
better than the minimum and the average workweek is possibly less than 40 
hours. Therefore this does not have as much effect out here as it does per- 
haps east of the Rockies. 

If this exemption were limited to business doing less than $500,000 a year 
total sales you would have included perhaps 99 percent of the retailers. The 
only exception might be the multiple-unit retail bakers operators. With the 
limit coming at $50,000 a year I’m afraid that you would be including only about 
15 percent of the retailers. I would say that the typical bakery out here has 
an annual sales total running between $75,000 and $100,000 a year. 

Iam sorry I couldn’t be of more help but as I mentioned earlier our wages far 
exceed the minimum, for example, the lowest paid cleaner earns $81 per 40-hour 
week, not including fringe benefits. 

JACK NELDAM. 


Mr. Qurntan. Finally, and this, too, is discussed in my prepared 
statement, we respectfully ask you not to extend the act to businesses 
which merely affect interstate commerce, which would be unworkable 
in the case of this type of regulation, or to those which merely com- 
pete with interstate commerce, which would be everyone. 

We thank you, sir, for your courtesy and consideration. 

Senator Ranvorpn. Mr. Quinlan, this is not a pleasantry, but I 
think I should want to say for the record that the manner in which 
you present your testimony is very helpful. 

You have brought the men from the so-called local level of your 
industry, and Mr. “ Benkert, Mr. Bowling, Mr. Schupp, and Mr. Dudt 
are retail bakers, and the manner in which you presented the case 
as you see it today i is very logical, a very logical one, and I am sure 
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that. what you have said, what the gentlemen have supplemented to 
the case, is going to be helpful in our consideration of the matters 
that are before us. 

Mr. Quinuan. We are very grateful to you, Senator, for your kind 
comment. 

Senator Ranvotpu. Thank you, sir, very, very much. 

Mr. Quintan. Thank you. 

Senator Ranpotew. The subcommittee is to adjourn until 10 a.m. 
on Monday. We will have the American Transit Association, the 
American Trucking Associations, the Association of Street, Electrical 
& Railway Motor Coach Employees, the National Association of 
Motor Bus Operators, Transport Workers Union of America, and 
the Northwestern Lumbermen’s Association. 

(Whereupon, at 4 p.m., the subcommittee recessed, to reconvene at 
10 a.m., Monday, May 11, 1959.) 
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MONDAY, MAY 11, 1959 
U.S. Senate, 


SUBCOMMITTEE ON LABOR OF THE 
Com™itree on Lazor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:25 a.m., in room 
4932, New Senate Office Building, Senator Ralph W. Yarborough 
presiding. 

Present: Senator Yarborough (presiding), member of the com- 
mittee, 

Committee staff members present : Stewart E. McClure, chief clerk ; 
Ralph Dungan, professional staff member; and Raymond D. Hurley, 
minority professional staff member; and Joseph Goldberg, technical 
adviser, U.S. Department of Labor. 

Senator Yarsoroucn. The subcommittee will come to order. This 
morning the subcommittee resumes hearing on S. 1046 and other bills 
proposing to amend the Fair Labor Standards Act. Senator Ken- 
nedy, who is chairman of this subcommittee, has been unavoidably 
detained out of the city and has asked me to preside this morning in 
order that testimony might be heard at the scheduled time. 

The first witness will be the representative of the Northwestern 
Lumbermen’s Association, Mr. Joseph L. McKlveen, of Prairie City, 
Towa. 

Come around. Mr. McKlveen, we are calling you first because we 
understand you are catching a 12:30 plane. 

Mr. McKiveen. That is correct. 

Senator YarsoroucH. Let me ask other witnesses who will present 
testimony this morning: Is there anyone else who has to catch a train 
by 12 or 12:30? 

(There was no response. ) 

Mr. Yarsoroven. All right, Mr. McKlveen, will you proceed in 
your own way / 

We will be glad to hear your testimony. 


STATEMENT OF JOSEPH L. McKLVEEN, NORTHWESTERN 
LUMBERMEN’S ASSOCIATION 


Mr. McKiveen. Thank you, Mr:-Chairman. My name is Joseph 
L. McKlveen. My appearance before this committee is on behalf of 
the Northwestern Lumbermen’s Association, which represents retail 
lumber dealers in the States of Iowa, Minnesota, and North and South 
Dakota. 

Senator Yarsoroucu. Mr. McKlveen, I noticed in the folder here 
a chart of the Northwestern Lumbermen’s Association, cost of doing 
business survey. Do you want this printed in the record ? 


239 
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Mr. McKuveen. No. 

Senator Yarsoroucn. Thank you. Proceed, sir. 

Mr. McKuveen. I want to express my thanks to you, Mr. Chair- 
man, for permitting me to appear first this morning, and also to 
thank you for taking the time to hear what we have to say regarding 
this matter. 

During the years 1953 and 1954 I served as president of the Iowa 
Retail Lumbermen’s Association and am at the present time a director 
of the Northwestern Lumbermen’s Association. My small firm has 17 
full-time employees. Our sales volume last year was $685,000, which 
is an average annual volume of $40,000 per employee and an average 
of $115,000, per yard. The so-c: alled Kennedy bill would cover my 
employees under the wages and hours provisions of the Fair Labor: 
Standards Act. 

The remarks which I am making this morning are not only my 
thinking but can be construed as well as the thinking of my fellow 
lumbermen from this four-State area. I have visited with many of 
them during the past few months and find that their thinking cor- 
responds with mine on this matter. 

There are 2,600 retail lumber dealers in this four-State area of 
Iowa, Minnesota, North and South Dakota, and over 2,000 of these 
2,600 are members of the Northwestern Lumbermen’s Association. 

The total sales of these dealers is approximately $418 million 
annually. The average establishment has six employees and the 
average sales volume of each lumberyard is $160,000, or $26,000 per 
employee. So you can see by any standards we are small enterprises. 

I and my fellow lumbermen are opposed to any changes in the pro- 
visions which presently exempt retailers from the minimum-wage 
and maximum-hour provisions of the Fair Labor Standards Act. 
Most of the dealers in the metropolitan areas in these four States 
now operate under union contracts and compensate their employees 
well in excess of the minimum standards. 

In the small communities we are not unionized, but we do pay well 
in excess of the requirements. Many firms are like ours in small 
towns. Weare, however, near cities and industrial centers, so we must 
pay well in order to retain our employees. 

I would like to quote briefly from the Bureau of Labor Statistics 
relative to wages paid in our industry. According to these statistics, 
the straight- line aver age hourly earnings of nonsupervisory employees 
in the retail trade was ‘$1.41 per hour in 1956. The average for build- 
ing materials and farm equipment. dealers was $1.50 per ‘hour. The 
average for building materials and farm equipment dealers in the 
north-central area, which includes the four States represented by our 
association, was $1.52 per hour. The metropolitan average in this 
area was $1.84. The nonmetropolitan average was $1.82. 

The average hourly earnings in this segment ‘of retailing is well over 
that. paid by several manufacturing industries presently covered by 
the wage and hour law. For ex cample, the Bureau of Labor Statistics 
shows that in 1959 the lumber and hardware supply stores pay an 
average of $1.84 per hour, while manufacturers of leather products 


pay $1. 60, apparel and finished textile products pay $1.53, and tobacco 
manufacturers, $1.64. 
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The average weekly earnings of $76.18 in our industry compare 
favorably with all industries employing unskilled and semiskilled 
labor. 

Minimum wage is not the principal concern of our industry, as 
we are already paying over the minimum wage. 

We do not contend that it would break the industry or put individ- 
ual lumber dealers out of business. Members of this committee have 
been supplied with our cost of doing business survey for the years 1953 
through 1957, and I would like to call your attention, Mr. Chairman, to 
the medium-sized yards designated as class C. In 1957 they paid out 
8.58 percent of their sales dollars for salaries and wages other than 
salaries for officers and owners. A yard paying an average salary of 
$67 per w eek per employee for a 48-hour, 6- day week would have an 

8-percent increase in salaries and wages if he converted to a 40-hour 
week and time and one-half for overtime. 

This would increase the 8.58-percent item to 9.25 percent. This 
would reduce his net operating profit (excluding other income) from 
3.32 to 2.63 percent, which is nearly a 20-percent reduction in net 
operating profit. Obviously the industry would have to effect savings 
in labor costs or increase prices. I believe most lumber dealers w ould 
eliminate the less productive workers. This, however, is not our prin- 
cipal objection. 

Our concern stems from our inability to comprehend the involved 
and intricate rules and regulations made necessary by the very nature 
of the law and the interminable fear that we will be confronted with 
claims or lawsuits because we failed to understand present interpreta- 
tion and anticipate new rules, regulations, or court decisions. 

Most of us are just too small to afford to employ someone to handle 
this matter and to keep on top of it. Even if we were able to compre- 
hend the law, the cost of compliance would in many instances be eco- 
nomically prohibitive. Detailed recordkeeping and the necessity of 
keeping on top of involved and intricate regulations is costly. 

Wage and hour interpretative bulletin, part 778, deals with the sin- 
gle question of overtime requirements. This bulletin contains 43 pages 
of involved, and in some cases unintelligible, material with which an 
employer must familiarize himself and keep currently advised. 

To illustrate how confusing this would become I would like to quote 
from one of the 90 topics and ‘subtopics contained in this bulletin. Un- 
der the topic “Computing Overtime Pay Based on the ‘Regular Rate’ 
Definition” appears the subtopic “Salaried Employees; Irregular 
Hours,” which would apply to many retail lumber dealers with a small 
number of employees, and I quote to the committee from this para- 
graph: 

If an employee earns $66 per week with the understanding that the salary 
is to cover all hours worked, and if his hours of work fluctuate from week to 
week, his regular rate of pay will vary from week to week and will be the 
average hourly rate each week. Suppose that during the course of 4 weeks 
the employee works 40, 44, 50, and 47 hours. His regular hourly rate of pay 
in each of these weeks is approximately $1.65, $1.50, $1.32, and $1.40, respectively. 
Since the employee has already received straight-time compensation on a salary 
basis for all hours worked, only additional half-time pay is due. For the first 
week the employ ee is entitled to be paid $66; for the second week, $69 ($66 plus 
4 hours at 75 cents or 40 hours at $1.50 plus 4 hours at $2.25); for the third 
week, $72.60 ($66 plus 10 hours at 66 cents or 40 hours at $1.82 plus 10 hours 


at $1.98) ; for the fourth week, _approximately $70.90 ($66 plus 7 hours at 70 
cents or 40 hours at $1.40 plus 7 hours at $2.10). 
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I am sure that you will agree that anything like this for a small 
businessman, who has many, many other problems to comprehend, 
would be very, very difficult. 

In the smaller communities, especially those serving farm trade, 
irregular hours for salaried employees is not unusual yet the above 
quoted section along with many others would have to be interpreted 
and applied. 

We must remain open long hours every day to accommodate our 
customers. If the weather is good for plowing or planting, or if the 
crop is ready for harvest, but there is threatened rain, the farmer 
does not stop these important activities because the grocer, the hard- 
ware merchant, the lumber dealer, or the drugstore has to close. 

We dealers have a limited number of employees and cannot stagger 
hours of employment to meet the demands of our customers. We 
schedule our opening and closing for the convenience of the customers. 

We are called on to make afterhours deliveries to take care of an 
emergency, such as lumber to repair a barn or a silo, or roofing material 
to take care of storm damage. 

Our lumberyard in Prairie City, Iowa, opens at 7 o’clock in the 
morning in order to accommodate our contractor customers who go out 
on their jobs at 7:30 or 8. Then we remain open until 5:30 in order 
that we can accommodate do-it-yourself customers, the officeworkers 
and factory workers who get off at 4 or 4:30. We are open all day 
Saturday for factory workers and officeworkers who have Saturdays 
off and, most important, the farmer. So you see we must be open 
long hours in order to accommodate our customers even though our 
employees are not busy all of the time. But we must have them there 
in order to be of service. 

Since I have been engaged personally in the retail lumber business 
in Iowa for the past 20 years, I feel that I can speak with a certain 
degree of authority when I say that our employees have considerable 
freedom, so far as time off is concerned, without having deductions 
made from their pay. 

They are happy and satisfied under the present setup. They like 
the continuity of employment that retailers offer. We have three men 
in our organization who have been with us over 25 years and four who 
have been with us over 10 years, so you see nearly half of our em- 
ployees have been with us for a period of 10 years or longer. 

Many times they have need for a shopping trip or time off for such 
necessary things as a half day of fishing, golf, or swimimng, and they, 
of course, are permitted to go without any dedutcion from their pay. 
This, of course, would not be possible if retailers were included in 
the wage and hour provisions of the Fair Labor Standards Act. 

In retailing, the relationship between the retailer and the employee 
is on a permanent basis. Both the employer and employee think in 
terms of weekly, monthly, or yearly salary. Hourly rates are used in 
industries with sporadic employment. To inject the concept of hourly 
rates into the retail industry would tend to destroy this relationship 
and establish a trend diametrically opposed to the present equivalent 
of a guaranteed annual wage. 

Over the years all kinds of proposals have been made to bring the 
so-called large retailers under the act. “Small” and “large” are rela- 
tive terms. What is small in one retail trade, if measured in dollars, 
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is large in another. A lumberyard doing a $500,000 annual volume 
in a@ metropolitan community would be very small, but a grocery, 
shoe, or men’s apparel store doing a $500,000 volume in the same 
community would be very large. 

The number of units of retail establishments has also been considered 
as a measure of what is large and what is small. I do not believe that 
this is an adequate measure, either, because 10 service stations would 
not be comparable to 10 lumberyards nor would 10 men’s apparel 
stores be comparable to 10 department stores. The same is true as far 
as the number of employees is concerned. One jewelry clerk could 
do $100,000 volume of business while in a lumberyard it would take 
4 employees to do that much volume and in a variety store perhaps 
as many as 20. In the lumber business it is quite common to have 
branch lumberyards, several yards under one management and one 
ownership, and such is the case with our company. 

We have six yards, some of them in very small towns, which 
couldn’t exist except as a part of the whole, and these yards do not 
carry large inventories but rely heavily on being able to draw from 
other nearby yards when the demand for certain products exists. 

Under the proposal, competitive establishments would be covered 
or exempt dependent upon their dollar volume. Perhaps a lumber- 
yard one year would do $400,000 in business and the next year, due 
to a couple of large jobs in the case of a small town, might be over 
$500,000 and during the rush of business the proprietor would over- 
look the wage and hour law and perhaps forget that he had all of a 
sudden come under the requirements and regulations. 


Then the next year his volume would be back down to a more normal 
figure and he would not be under the law. 

I have a direct comparison which I would like to draw for you. In 
our case we have a lumberyard in Prairie City, lowa, which does a 
volume of about $200,000. Since we have several yards, our total vol- 


+ 


ume is over the $500,000 figure. It would be necessary for us to com- 
ply with the regulations. Now, another town is 8 miles away, Monroe, 
lowa, which does about a $200,000 volume but, having only one yard, 
they would not be required to comply. And that, Mr. Chairman, 
would put us in a very disadvantageous position so far as our costs of 
doing business are concerned in comparison with our competitor. 

I would like to repeat that what is big and what is little in retailing 
depends on what the particular line of merchandise being handled 
is and whether or not the yard is in a line-yard operation or whether 
itis an individual yard. 

To summarize briefly the reasons we feel retail exemptions should 
be retained, I would like to add as follows: 

First, the hourly wage is designed for manufacturing industries 
and not for the retailing. 

Second, the hours of retailers are determined by the customers’ 
demands. It is unlike a factory assembly line. We cannot attain 
constant production. I sometimes wish we could when I see our men 
real busy for part of the day and very little or nothing to do at other 
times, and this is true of retailing generally. 

Third, the elimnation of the retail exemption would tend to increase 
payroll costs and ultimately result in price increases. 
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Fourth, in our own business it would necessitate the employment 
of an extra person to keep the involved and intricate records required 
and to keep on top of the regulations. 

Fifth, our employees would not wish to trade their employment 
stability and security for the factory system of production-line sched- 
ules. They are happy under the present setup. 

Sixth, it would tend to decrease services. 

Seventh, a uniform minimum wage fails to recognize the basic dif- 
ference between metropolitan and the small community retailers. 

Eighth, it would work an economic disadvantage on the small re- 
tailer like ourselves because the large retailer would stagger hours 
and avoid paying overtime while in the small establishment, espe- 
cially in the rural areas, it is not economically feasible or possible to 
do this. 

We respectfully recommend that the retail exemption remain as 
amended by the Congress of 1949. Mr. Chairman, I want to thank 
you for the time you have taken to listen to our position on this 
matter. 

If there are any questions, I would certainly be happy to try to 
answer them. 

(The full statement by Mr. McK]veen follows :) 
















STATEMENT OF JOSEPH L. McCKLVEEN 







My name is Joseph L. McKlveen. My appearance before this committee is on 
behalf of the Northwestern Lumbermen’s Association, which represents retail 
lumber dealers in the States of Iowa, Minnesota, and North and South Dakota. 

I live in Prairie City, Iowa, and am engaged in the retail lumber and build- 
ing material business. My firm operates retail lumber yards in six towns 
located in southern Iowa. They are Cambridge, Prairie City, Runnells, Hart- 
ford, Millerton, and Corydon. The population of these towns varies from 300 
to 2,000. Our company has 17 full-time employees and a sales volume of $685,- 
000. This is an average of about $40,000 per employee and an average of about 
$115,000 volume per yard. The so-called Kennedy bill (S. 1046) would cover 
my employees under the wage and hour provisions of the Fair Labor Standards 
Act. 

The remarks which I will make to you are not only my thinking on the sub 
ject, but I am sure can be considered as the thinking of the retail lumbermen 
in the section of the country from which I come. 

There are approximately 2,600 retail lumber dealers located in the States of 
Minnesota, Iowa, North and South Dakota. Over 2,000 of these dealers are 
members of the Northwestern Lumbermen’s Association. The total sales of 
the 2,600 dealers in those 4 States amounted to approximately $418 million 
annually. The average establishment has six employees. Based on these fig- 
ures the average establishment had a sales volume of $160,000, or $26,000 per 
employee. By any standards, we can safely say that the average retail lumber- 
yard in the area from which I come is a small enterprise. 

My fellow retail lumbermen and I are opposed to any changes in the provision 
of section 18(a) (2) which presently exempts retailers from the minimum wage 
and maximum hour provision of the Fair Labor Standards Act. 

Dealers located in the larger metropolitan areas operate under union con- 
tracts and compensate their employees well in excess of the standards estab- 
lished by the wage and hour law. Those in the smaller communities generally 
do not operate under union contracts, but they also compensate their full-time 
employees well in excess of the requirements of the wage and hour law. 

We employ some skilled labor and unskilled labor. In the main, however, 
it is semiskilled. We also employ highly competent salesmen and office per- 
sonnel. We must compensate our employees well in order to obtain and hold 
the quality of personnel required in our business. 

According to the Bureau of Labor Statistics, the straight-time average hourly 
earnings of nonsupervisory employees in the retail trade was $1.41 per hour in 
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1956. The average for building materials and farm equipment dealers was 
$1.50 per hour in 1956.2 The average for building materials and farm equip- 
ment dealers in the northern central areas, which include the four States repre- 
sented by our association, was $1.52. The nonmetropolitan average in this area 
was $1.32.2 The metropolitan average was $1.84. The average hourly earnings 
in this segment of retailing is well over that paid by several manufacturing 
industries presently covered by the wage and hour law. For example, the 
Bureau of Labor Statistics * shows the lumber and hardware supply stores pay 
an average of $1.84 per hour, while manufacturers of leather and leather prod- 
ucts pay $1.60, apparel and finished textile products pay $1.53, and tobacco 
manufacturers pay $1.64. The average weekly earnings of $76.18 in our indus- 
try compare favorably with all industries employing unskilled and semiskilled 
labor. 

To require retail lumber dealers to pay time and one-half for all time over 
40 hours would hurt the industry. We do not contend, however, that it would 
break the industry and put individual lumber dealers out of business. Members 
of the committee have been supplied with a copy of the association’s comparative 
cost-of-doing-business survey for the years 1953 through 1957. You will note 
that the medium sized yards, designated as class C, in 1957 paid 8.58 percent of 
their sales dollars for salaries and wages other than salaries for officers and 
owners. A yard paying an average salary of $67 per week per employee for a 
48-hour, 6-day week would have an 8-percent increase in salaries and wages if 
he converted to a 40-hour week and time and one-half for overtime. This would 
increase the 8.58-percent item to 9.25 percent. This would reduce his net operat- 
ing profit (excluding other income) from 3.32 to 2.63 percent, which is nearly a 
20-percent reduction in net operating profit. Obviously the industry would have 
to effect savings in labor costs or increase prices. I believe most lumber dealers 
would eliminate the less productive workers. But this is not our principal 
objection. 

Our concern about losing our retail exemption stems from our inability to 
comprehend the involved and intricate rules and regulations made necessary by 
the very nature of the law and the interminable fear that we will be confronted 
with claims or lawsuits because we failed to anticipate new rules, regulations, or 
court decisions. 

Even if we were able to comprehend the law, the cost of compliance would 
in many instances be economically prohibitive. Detailed recordkeeping and the 
necessity of keeping on top of involved and intricate regulations is costly. 

Wage and hour interpretative bulletin, part 778, deals with the single question 
of overtime requirements. This bulletin contains 43 pages of involved, and in 
some cases unintelligible, material with which an employer must familiarize 
himself and keep currently advised. To illustrate how confusing this would 
become I would like to quote from one of the 90 topics and subtopics contained 
in this bulletin. Under the topic “Computing Overtime Pay Based on the 
‘Regular Rate’ Definition” appears the subtopic “Salaried Employees; Irregular 
Hours,” which would apply to many retail lumber dealers with a small number 
of employees, and I quote to the committee from this paragraph: 

“If an employee earns $66 per week with the understanding that the salary is to 
cover all hours worked, and if his hours of work fluctuate from week to week, his 
regular rate of pay will vary from week to week and will be the average hourly 
rate each week. Suppose that during the course of 4 weeks the employee works 
40, 44, 50, and 47 hours. His regular hourly rate of pay in each of these weeks 
is approximately $1.65, $1.50, $1.32, and $1.40, respectively. Since the employee 
has already received straight-time compensation on a salary basis for all hours 
worked, only additional half-time pay is due. For the first week the employee 
is entitled to be paid $66; for the second week, $69 ($66 plus 4 hours at 75 cents 
or 40 hours at $1.50 plus 4 hours at $2.25) ; for the third week, $72.60 ($66 plus 
10 hours at 66 cents or 40 hours at $1.32 plus 10 hours at $1.98) ; for the fourth 
week, approximately $70.90 ($66 plus 7 hours at 70 cents or 40 hours at $1.40 plus 
T hours at $2.10).” 

In the smaller communities, especially those serving farm trade, irregular 
hours for salaried employees is not unusual. If the weather is good for plowing 






1“Employee Earnings in Retail Trade in October 1956,” BLS Bulletin No. 1220. 
®“Employee Earnings in Retail Trade in October 1956, Materials and Farm Equipment 
Dealers.” BLS Bulletin No. 1220—1. 

® BLS, “Employment and Ernings,” vol. 5, No. 9, March 1959. 
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or planting, or the crop is ready for harvest, but there is threatened rain, the 
farmer does not stop these important activities because the grocer, the hardware 
merchant, the lumber dealer, or the drugstore has to close. 

We dealers have a limited number of employees and cannot stagger their 
hours of employment to meet the demands of our customers. We schedule our 
opening and closing for the convenience of the customers. We are called on to 
make afterhours deliveries to take. care of an emergency; such as: lumber to 
repair a barn or a silo, or roofing material to take care of storm damage. 

Since I have been engaged personally in the retail lumber business im Iowa 
for the past 20 years, I feel that I can.speak with a certain degree of authority 
when I say that our employees have considerable freedom so far as time off is 
concerned. Many times they have need for a shopping trip or time off for such 
necessary things as a half day of fishing, golf, or swimming, and they, of course, 
are permitted to go without any deduction from their pay. This, of course, 
would not be possible if retailers were included in the wage and hour provisions. 

In retailing, the relationship between the retailer and the employee is on a 
permanent basis. Both the employer and employee think in terms of weekly, 
monthly, or yearly salary. Hourly rates are used in industries with sporadic 
employment. To inject the concept of hourly rates into the retail industry 
would tend to destroy this relationship and establish a trend diametrically op- 
posed to the present equivalent of a guaranteed annual wage. 

Over the years all kinds of proposals have been made to bring the so-called 
large retailers under the act. “Small” and “large” are relative terms. What 
is small in one retail trade, if measured in dollars, is large in another. A 
lumberyard doing a $500,000 annual volume in a metropolitan community would 
be very small, but a grocery, shoe, or men’s apparel store doing a $500,000 volume 
in the same community would be very large. 

If we use the number of units to determine whether a retailer is large the 
Same problem exists; 4 or 10 service stations are not comparable to 4 or 10 
lumberyards and 4 or 10 men’s apparel stores are not comparable to 4 or 10 
department stores. 

If we use the number of employees to determine whether a retailer is large 
or small, we are confronted with the same problem. One employee in a jewelry 
store can easily handle a $100,000 volume. To handle this same volume in a 
lumberyard it would take 4 employees; in variety stores, 20 employees; and a 
shoeshine parlor, possibly 40 employees. 

In many areas of the South, Midwest, and West there are many small estab- 
lishments that, by themselves, are not selfsustaining. These establishments are 
in sparsely populated areas and are serviced from a central establishment. 

I am sure the members of this committee, in traveling through the West, have 
noticed small lumberyards with such a small stock in trade that all of it could 
be loaded on one freight car with room left over. These branch yards stock 
only the major items, and the thousand and one other items they sell must, 
when needed, be shipped out from the main establishment. 

The main yards itself could not exist except as the mother hen to these small 
units or branches. The total operation of one of these so-called chains often 
would not match that of a medium-sized metropolitan yard. A chain of five 
yards in five small communities doing a $500,000 volume would be small. Asa 
matter of fact, it would be difficult for this so-called five-chain establishment 
to operate economically without all five yards. 

Competitive establishments under these proposals would be covered or exempt, 
depending solely on dollar volume. Establishments with a dollar volume that 
fluctuates below and above the $500,000 mark would be exempt or covered, de- 
pending on business conditions. 

Imagine the position of a retailer that normally does $400,000 volume, and, 
because of an unusual project in his area, his business jumped to $550,000 that 
1 year. In the rush of business, the wage and hour law would probably be 
the least of his thoughts. This retailer could be subjected to all kinds of 
claims because he forgot to convert his payroll from a salary basis to an hourly 
rate basis. 

Again I repeat, what is big and what is little in the retail industry depends 
on the particular trade. Even within trades, it varies geographically. 

With the trend toward diversification of products handled by retailers, the 
familiar trade designations do not have the same meaning they did 20 years 
ago. This adds to the confusion as to what is large and what is small. 
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I want to thank you gentlemen for your courteous attention and for giving 
me the privilege of telling you how we feel about any proposed changes in the 
provisions of the Fair Labor Standards Act which would affect the retail lum- 
ber business. I would like to briefly summarize for you a few of the reasons 
why the retail exemption is important to our industry. 

First, we feel that the hourly wage is designed for industry and not for 
businesses which sell goods and services at retail. 

Secondly, retailing is a service business. Store hours are determined by 
customers’ needs and demands. Customer traffic is affected by many factors 
including the weather, yet store services must be available at all times. Thus 
retailing, unlike the factory assembly line, cannot attain a constant hour-by- 
hour production. 

Third, the elimination of the retail exemption would have an immediate im- 
pact upon all payroll costs. It will result in ultimate increases in all prices. 

Fourth, in our own business I am sure that the elimination of the retail 
exemption would necessitate our employing at least one additional person to 
keep the involved records which would be required. 

Fifth, the application of this Fair Labor Standards Act to retailing would 
decrease services and increase prices artificially. 

Sixth, a uniform Federal minimum wage fails to recognize the basic differ- 
ence between the metropolitan and the small community retailers. 

And last, but not least important, the elimination of the retail exemption or 
curtailment, as proposed in this bill, would work to the economic disadvantage 
of the smaller retailers. Where the large ones with many employees will be 
able to stagger their employment and avoid the payment of overtime, staggering 
employment in the smaller establishments, especially those in the rural areas, 
is not economically feasible nor acceptable to the employees. 

The retail lumbermen of the area where I live respectfully recommend that 
the retail exemption remain as amended by the Congress in 1949. 


Senator Yarsoroveu. Mr. McKiveen, this is a very interesting 
statement and I have followed it with care. Not being a member of 
this subcommittee, I will not be called on to vote on the matter until it 
reaches the full committee. It does raise interesting questions. I 
would like to explore them, but, really, this morning has been set 
apart for the transit industry, and the subcommittee has made a spe- 
cial exception for you, which is really giving the retail trades a slice 
out of the time of the transit operators, and I feel that it would be 
unfair to them to take up further of the time allocated on that phase 
of industry. 

But we thank you for your very interesting statement and the 
number of interesting facts and points raised in it. I am sure that 
the subcommittee will give it careful consideration. 

Gentlemen, as to the other witnesses, we want to hear your state- 
ments in full, also any comments that you care to make. But I want 
to call your attention to the fact that we have a minimum of five 
witnesses and we must finish by 12 o’clock. 

The Senate convenes at 12. So as you testify I want each of you 
to think of the other man who is waiting to testify too and give him 
a fair break at this time. 

_The first witness for the transit industry is Mr. George W. Anderson, 
vice president of the American Transit Association. 

Mr. Anderson ? 


STATEMENT OF GEORGE W. ANDERSON, AMERICAN TRANSIT 
ASSOCIATION 


_Mr. Anprrson. Thank you, Mr. Chairman. It will be my plan to 
highlight. the prepared statement which I have filed with the com- 
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mittee, and I have a number of other statements which I would offer 
for the record, and I hope to have sufficient time to briefly highlight 
those. 

Senator Yarnoroucnu. Yes; I hope so, Mr. Anderson. As you gen- 
tlemen know, all of this testimony is printed, and the full committee 
at the time it reaches there works it over thoroughly, and if the bill 
reaches the floor of the Senate then the printed copy of your testimony 
is available. 

Mr. Anperson. I am George W. Anderson, executive vice president 
of the American Transit Association, and am appearing before your 
committee to present the transit industry’s position with respect to 
S. 1046 and similar proposals. 

The American Transit Association is a voluntary trade association 
comprising in its membership companies transporting passengers by 
rapid-transit cars, streetcars, motorbuses, and trolley coaches in urban, 
suburban, and interurban service. These member companies handle 
over 80 percent of all transit riders in all parts of the United States. 

At the present time the employees of these companies are exempt 
from the provisions of both sections 6 and 7 of the Fair Labor Stand- 
ards Act of 1938, as amended, relating to maximum hours and mini- 
mum wages, the same as employees of other transportation industries. 
This exemption is provided by section 13(a)(9) which reads as 
follows: 


Any employee of a street, suburban, or interurban electric railway, or loéal 


trolley or motorbus carrier, not included in other exemptions contained in this 
section. 


This statement is presented on behalf of many members of the 


American Transit Association, in support of the aforementioned ex- 
emption relating to maximum hours and in opposition to any pro- 
posals which would eliminate that exemption. 

We take this opportunity to confirm the position which has been 
taken since the Fair Labor Standards Act was enacted in 1938 and 
which has been fully recognized up to now by all concerned, including 
Congress. The present exemption of local transit employees is well 
founded, is in accordance with sound concepts with respect to”inter- 
state commerce, is required by the pattern of operations in the transit 
industry, and is based upon an established and heretofore recognized 
need. We are, therefore, completely opposed to the removal or altera- 
tion of this exemption, which relates to maximum hours. 

The transit industry has consistently shown, and we now show, that 
the industry has a unique position with respect to wage-and-hour 
legislation, because it is affected by totally different and distinctive 
circumstances, including the following: 

1. The transit industry is composed of more than 1,400 companies 
of widely varying size whose operations are local or confined to an 
area, and which are practically never competitive with each other 
from either a service or a labor-market standpoint. 

2. Local conditions on transit properties vary greatly. Union 
contracts covering more than 75 percent of all employees in the 
industry each reflect different and distinctive local conditions. In- 
dustrywide bargaining as practiced in the railroad and other indus- 


tries therefore cannot be practiced, and is not being practiced, in the 
transit industry. 
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Many of these contracts were in effect before the Wagner Act or 
the Taft-Hartley law. The properties which by and large are not 
unionized are the comparatively small ones and they are scattered 
cece various sections of the United States. 

. Transit is a service industry whose opportunities for reducing 
wanpow er requirements through technological improvements or auto- 
mation are extremely limited. Since approximately 60.6 percent of 
its gross revenues are paid out in wages, exclusive of the cost of such 
items as pensions, insurance, social security, and unemployment taxes, 
increases in transit labor costs exert a greater influence on total oper- 
ating costs than in any but one other major industry. 

The one exc eption is the telegraph industry. 

Transit companies, with very few exceptions, pay wages which are 
equal to, and in most cases much higher than, the present $1 min- 
imum wage. Therefore, we are not objecting to the proposed elimina- 
tion of that portion of the transit industry’s present exemption re- 
lating to minimum wages. 

Senator YarsoroucH. Let me ask a question there, please, Mr. 
Anderson. You say 60.6 percent of its gross revenues are paid out 
in wages and that is exclusive of the cost of such items as pensions, 
insurance, social security, and unemployment taxes, and so forth. 

Mr. Anperson. That is right. 

Senator Yarporoven. So when you add the pensions, insurance, 
and others you would have over 60 percent ? 

Mr. Anperson. That is correct. Those are direct labor costs. That 
has nothing to do with the labor costs in some of the products or 
services which transit purchases. That is direct payroll costs exclu- 
sive of these items such as you mention. 

Senator YarsorougH. I just wanted to clarify that. By gross, you 
mean the gross and out of the remaining percentage you buy your 
buses or your streetcars or trolleys or w hatever you use ? 

Mr. Anverson. That is correct. Roughly 60 cents of every dollar 
that goes through the farebox goes directly to labor, and the remain- 
ing 40 cents you must pay pensions, insurance, social security, and 
buy your vehicles and your supplies. 

The point I was making i is that we are not opposed to the elimina- 
tion of the transit exception relating to minimum wage. 

However, the proposed elimination of the present transit exemption 
relating to the maximum-hours provisions of the act would have a 
serious adverse effect upon the hundreds of transit companies which 
presently have a basic workweek in excess of 40 hours. 

Attached hereto are two tabulations showing the best information 
available concerning the present workweek of both operating and non- 
operating employees. These lists, which cover 209 companies whose 
employees are unionized and 51 others whose employees are un- 
organized, were compiled from data which the American Transit 

Association regularly collects from approximately 400 transit com- 
panies and also as a result of a special inquiry sent to 600 additional 
transit companies. 
I won’t take time to refer to that list. I might point out that many 


of these companies have never had a serious demand for a 40-hour 
week. 
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The elimination of the aforesaid exemption would also have a simi- 
lar effect on many transit companies whose basic workweek is now 
40 hours. The eliminaion of the overtime-pay exemption would work 
a hardship through increased operating costs, particularly in the 
case of operating employees of transit companies, due to the inflexible 
definition of “workweek” and the technical requirements for the “regu- 
Jar rate of pay” calculation for overtime purpose. 

In the case of many transit companies the collective-bargaining 
agreements specifically provide for such things as report and turn-in 
time, paid meal relief, makeup time to meet minimum 8 hours’ pay 
requirements, paid intervals between pieces of work, allowances for 
making out accident and occurrence reports, et cetera, which under 
the terms of many contracts are not subject to weekly overtime. On 
some properties, charter work under the terms of the contract is 
specifically excluded from the basis of weekly overtime. 

Bear in mind these contracts I am talking about are ones that 
have been negotiated with the union, and in some cases the provisions 
have either been negotiated or they have been written in through the 
arbitration process. 

What I am trying to say is that our situation is somewhat different 
from that of a factory where you can blow a whistle or punch a time- 
clock and start the day and close the day after 8 hours. In the case 
of operators they work on a moving vehicle, and when their 8 hours 
are up they may be 8 or 10 miles from the station where their work 
began. 

It is either a matter of deadheading them back to the station and 
getting someone out to relieve them on the road or bringing them 
back to the station. 

The Wages and Hours Division of the Department of Labor would 
be charged with the responsibility of interpreting and administering 
the act as it would relate to transit employees if the present provi- 
sion exempting transit employees from its maximum-hours provisions 
were eliminated. 

Our discussions with officials of that agency failed to produce any- 
thing helpful with respect to just how they might interpret and ad- 
minister the act. They have to date had no experience with respect 
to the act’s maximum-hours provisions as they might be applied to 
any forms of transportation, because under the present act not only 
transit employees, but the employees of railroads, airlines, intercity 
buses, and trucks are also exempted from the act’s maximum-hours 
provisions. 

The complexity of pay provisions which are found in many transit- 
labor agreements would cause enormous difficulty and expense in the 
calculation of the so-called regular rate of pay for the computation 
of overtime pay to comply with the act, if the present exemption were 
to be eliminated. In other words, almost every transit operating em- 
ployee would have a different regular rate of pay because of the con- 
ditions inherent in the business for scheduling local transit operations. 

This factor alone would create an unreasonably expensive adminis- 
trative-cost burden on the part of the transit industry, to say nothing 
of the potential controversy which would be engendered in the em- 
ployer-employee relationship. . 
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Therefore it cannot be assumed, because a particular transit labor 
agreement now provides for overtime after 40 hours per week, that 
the elimination of the aforesaid exemption covering maximum hours 
would not have a serious adverse effect on the company. 

For example, riders of most transit companies would be required to 
pay additional labor and administrative costs which naturally vary 
according to the size of the company, but which in the case of some 
of the larger transit systems would amount to half a million dollars 
or more. 

In addition, the labor agreements of many companies contain pro- 
visions which guarantee a workweek in excess of 40 hours, and such 
companies would be more or less helpless to even make an effort to 
eliminate such provisions until the expiration date of the agreement, 
which might extend for a period of a year or more. 

4. The transit industry is restricted in what it can do to meet the 
heavy cost of complying with minimum-wage and maximum-hours 
regulations because : 

(a) Its rates or fares are fixed or controlled by public authorities or 
written franchises and can be changed only after extended public 
hearings or public referenda; 

(6) Increases in transit fares are undesirable from the standpoint 
that those least able to pay higher fares are most dependent upon 
transit vehicles for daily transportation ; 

(c) Experience has continually shown that transit patronage falls 
off following increases in fare, and sooner or later the point of dimin- 
ishing returns will be reached. 

(¢d) To meet the public need, transit service must be provided con- 
tinuously 16 to 24 hours each day, with much of the riding concen- 
trated during morning and evening rush-hour periods of about 2 or 
214 hours each. During evenings, as well as on weekends or holidays, 
transit riding in many cities, especially the smaller ones, is extremely 
light. 

“The broadest possible interpretation has been given the present act 
from the standpoint of its coverage and, if the present exemptions 
covering transit employees found in section 13(a)(9) were to be 
eliminated, there is no question but what the minimum-wage and 
maximum-hours provisions of the act would be applicable to all 
transit employees except those employed by the approximately 40 
puhlicly owned and operated transit systems previously mentioned. 

We have already referred to the fact that there are over 1,400 local 
transit systems in the United States. Nearly all have union contracts, 
and each reflects a local situation. Literally no two are alike, and 
each one has special operating problems governed by local conditions 
and area wage rates. To force all such contracts to conform to a 
single national pattern, both as to wages and hours, is unwise and 
impractical. It would strike a crippling blow at the process of col- 
lective bargaining which, in recent years, has resulted in greater and 
faster improvements in wages, hours, and other working conditions 
than had occurred in several decades preceding. 

Early in 1949, when bills providing for the elimination of the ex- 
emption covering transit employees were under consideration, the op- 
erating employees of some privately owned transit companies had a 
40-hour workweek, and the nonoperating employees of a somewhat 

41681—59——18 
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larger group of privately owned transit companies also had a 40-hour 
workweek. 

Since early 1949, the workweek of operating employees of privately 
owned transit companies in approximately 50 additional cities and 
some suburban areas has been reduced to 40 hours. During this same 
period, the workweek of the nonoperating employees: of privately 
owned transit companies in a somewhat larger list of cities and sub- 
urban areas has also been reduced to 40 hours. 

There are approximately 40 cities in which the dominant transit 
system is publicly owned and operated, and cities like New York, Chi- 
eago, Los Angeles, Detroit, Cleveland, Boston, San Francisco, and 
Seattle are in this group. The employees of these publicly owned 
systems, which represent more than 30 percent of the total employees 
in the industry, are not subject to the provisions of the Fair Labor 
Standards Act. However, both the operating and nonoperating em- 
ployees of the publicly owned transit systems in these larger cities 
are, with one or two exceptions, working a 40-hour week. 

Generally, both the operating and nonoperating employees of pri- 

vately owned dominant transit systems in the larger cities have a 40- 
hour workweek. However, in the case of privately owned transit sys- 
tems in both the smaller and cities and suburban areas of our larger 
cities, the workweek, particularly of operating employees, is in ex- 
cess of 40 hours in the great majority of instances. 

I have heard mentioned the question of whether this act would ap- 
ply to transit companies. I don’t think there is any question but 
what it would. In fact, the act proposes, in its forepart, to remove 
any doubt, if any such doubt previously existed. 

Most transit companies today are barely making operating ex- 
penses despite increases in fares, which in many cases were granted 
only after prolonged delays during recent years. There is no cushion 
of profit to absorb the cost of maintaining a contractual workweek 
and still pay overtime after 40 hours, 

We recently made a calculation as to the net income in percent 
of gross of 127 transit companies for which we had figures, and we 
compared that with a report issued by the National City Bank 
monthly letter entitled “Business and Economic Conditions” in April 
of this year. The figure for transit is 0.9 percent, and there is only 
one other industry reflected on that report—namely, meatpacking— 
which shows a lower percent return. 

This is especially true of transit companies of the smaller cities 
and in the suburban areas of our larger cities, which now face financial 
and other problems of such a serious nature that in many cases their 
very existence is threatened. 

In fact, many small transit companies have completely abandoned 
operations during recent years, resulting not only in loss of service to 
the community, but loss of jobs for employees. 
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In cases where a substitute service has subsequently been provided, 
either by the municipality or a private company, service is generally 
operated on a greatly curtailed basis. is 

Forcing a 40-hour week for overtime purposes, in addition to 
higher wages if inequities result from raising the minimum, would 
create an unbearable situation. Numerous smaller companies now 
have contracts which guarantee each week 6 days of work of 8 or more 
hours each day. Also, several of the larger companies in the industry 
have found it impossible in collective bargaining to arrive at a 40- 
hour week due to operating conditions, indefiniteness of schedule (due 
to fluctuating demands), and desires of employees for higher take- 
home pay through a longer workweek. Imposition of a 40-hour week 
for overtime purposes could be borne only by— 

(a) the employees, in the form of reduced working hours and 
a resultant cut in take-home pay ; or 

(6) the public, in the form of increased rates of fare and of 
transit service drastically curtailed or paralyzed by strikes, re- 
sulting from pay cuts and the collapse of present contracts; or 

(c) the companies and their owners, in the form of seriously 
impaired financial standing which in many cases could result 
in insolvency or bankruptcy and great hardship to employees 
and the public at large. 

The desperate plight of many transit companies, particularly those 
operating in smaller cities, has already been made the subject of study 
by commissions appointed by the Governors of several States, and 
in a considerable number of cases actual relief from burdensome and, 
in many instances, inequitable taxes, has been granted by both the 
States and municipalities. In fact, recognition was given to the 
problem by the 84th Congress when it enacted Public Law 757, grant- 
ing a franchise to the D.C. Transit System, Inc. 

In conclusion, we respectfully submit that sound and substantial 
progress toward the 40-hour week is being made through the process 
of collective bargaining as rapidly as local conditions in each situa- 
tion will permit, and we urge that an opportunity to continue such 
progress be afforded by amending S. 1046 as indicated on the state- 
ment appended hereto. 

This statement, entitled “Statement Showing Specifically How S. 
1046 Needs To Be Amended To Protect the Transit Industry,” has 
been approved by the Legislative Drafting Committee of the House 
of Representatives as to its form but obviously not as to its purpose. 

Our objection is twofold. First, the serious consequences with re- 
spect to the very small companies and the other situation with respect 
to a large segment of the industry which is now on a basic 40-hour 
week. The objection in the latter case is to a legal 40-hour week : 


against a 40-hour week agreed to and written into the contract in your 
bargaining sessions with the union. 
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AA 


BLFE 


BRT 
IAM 


IBEW 


Team 
TWU 
UMW 
Ind. 





Alabama: 


Union abbreviations: 
algameated 


United Mine 
Independent union. 


AMERICAN TRANSIT ASSOCIATION 
NEW YORK, 


Company 





Birmingham Transit Co 


Crescent Operations 
Druid City 
Mobile City Lines, Inc 


Transit, Inc, ( 


Montgomery City Lines, Inc 


Arizona: 


Tueson Rapid Transit Co 


Valley Transit Lines, Inc. 


Arkansas: 
California: 


Bay Rapid Transit Co. (Monterey) 
Eastern Cities Transit, Inc. (Los Angeles) 
Foster Transportation, Inc, 


Fresno City Lines, Inc 


Glendale City Lines, Inc. 


Inglewood City Lines, Inc 
Long Beach Motor Bus Co 


Pasadena City Lines, Ine _- nae 
Peninsula Transit Lines (Palo Alto) 
San Jose City Lines, Inc 





(Anniston) 


(The documents referred to follow :) 


N.Y. 


Operators 








| 
| 
} 
| 


TO AMEND THE FAIR LABOR STANDARDS ACT 





Partial list of unionized companies that would be affected by loss of Transit’s 


exemption from 40-hour-week provision of the Fair Labor Standards Act (209 
companies ) 





Association of Street Electric Railway & Motor Coach Employees of America. 
Brotherhood of Locomotive Firemen & Enginemen. 
‘-ood of Railroad Trainmen. 

‘rna fo 1al Association of Machinists. 
International Brotherhood of Electrical Workers of America. 
International Brotherhood of Teamsters, Chauffeurs, Warehousemen & Helpers of Amerioa. 
Transport Workers Union of America. 
Workers of America. 








Nonoperating 
personnel 








(Phoenix) - 
Citizens Coach Co. (Little Rock) 


San Mateo-Burlinzame Transit Co 
Santa Barbara Transit Co 
Stockton City Lines, Inc 


San Bernardino Valley 


Terminal Island Transit Co 


Colorado: 


Colorado Springs Transit Co 


Denver Tramway Corp 
Pueblo Transportation Co 
Connecticut: 


Bristol Traction Co_. 


Orange Street Bus (New Haven) 


Delaware: 


Florida: 


None. __- 


Clearwater Transit 
Coast Cities Coaches, Inc. (Hialeah) - 


Florida Cities Bus Co. (West Palm Beach) SeeaeGaen 


Jacksonville Coach Co 
Miami Beach Ry. Co 


Miami Transit Co 


Pensacola Transit. Inc__- 
Tampa Transit Lines, Inc 


Georgia: 


Atlanta Transit System, Inc 
Bibb Transit Co. (Macon) 
Columbus Transportation Co 
Georgia Power Co. (Rome) 


Metropolitan Transit System, Inc. (Atlanta) a 


Savannah Transit Co 


Idaho: 





Boise Bus Co 


See footnotes at end of table. 


Transit Co. 


rusealoosa) 


an ambra)_ 


Delaware Corch Co. (Wilming ton) 
District of Columbia: 





| Union | Work- Union | Work- 
week | week 
| 

7 chen bod eked a3 

Hours | | Hours 

onl AA_. oe a ra ae oa } () 

| AA... PRG? 2-25-25 } @) 
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ihe cil | 344 | AA_........| 4463 
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Te MBA RA be ncn ak, (ull 
AA oo ere | 44 
BRT....:...) 48} AA...) 48 
AA. nial wees. + enced’ 43 
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ma yt To... } (8) 

| AA -----| 744 D.( Caen 
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| ech oe pei) ee 
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RAK 1 te a ey | (8) 
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Mii Le. | 50,54 | (4) [ 54 
(8). ae 43 | ()........- 48 
AA 3 48 | (1)... () 
Rds 4-9-4) 44| AA._... 44 
ee 44} AA__ .. 
Mis i2-3 | 48] Go. ) 
BA... La SS a) 
AA.. : | (") 
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Partial list of unionized companies that would be affected by loss of Transit’s 
exemption from 40-hour-week provision of the Fair Labor Standards Act (209 


companies )—Continued 





Company 





Illinois: 
Aurora City Lines, Inc 
Aurora-Elgin Bus Line, Inc 
Bee Line Transit Corp. (Danville) 
Belleville-St. Louis Coach Co._ 
Bloomington-Normal City Lines, Ine 
Champaign-Urbana City Lines, Inc 
Chicago North Shore & Milwaukee Ry (Highwood) _- 


Citizens Coach Co. (Alton) 
Danville City Lines, Inc 
Decatur City Lines, Inc Sebold 
East St. Louis City Lines, Inc. 
po) OE) ee eae 
Joliet City ee ee 
La Salle-Peru City Lines 
Peoria City Lines, Ine 
Quincy City Lines, Inc-_._- si Lia ace ata a 
Rock-Island-Moline City Lines, Inc_- 
Rockford Transit Co 
South Suburban Safeway Lines. Ine. (Harvey). SPOS 
United Motor Coach Co. (Des Plaines) - 
Waukegan North Chicago Transit Co 
Indiana: 
Evansville & Ohio Valley Ry. Co 
Evansville City Coach Lines, Inc 


Gary Transit, Inc., and Gary Intercity Lines, Inc____-| 


Greater Lafayette Bus OU OR nok Boe Teed 
Muncie City BEE INI cic cctdec Bcacdcase eck eoltabicbincn 
Vincennes Transit 
Iowa: 
Burlington City Lines, Inc 
Cedar Rapids City Lines, Inc 
City Transit Lines, Inc. (Council Bluffs) 
Davenport City Lines, Inc 
Des Moines Transit Co 
Interstate Power Co. (Dubuque) 
Ottumwa Transit Lines, Inc 
Sioux City Lines, Inc 
Waterloo-Cedar Falls Transit Co 
Kansas: Wichita Bus Co., Inc 
Kentureky: Lexington Railway System, Inc 
Louisiana: 
Baton Rouge Bus Co., 
Lake Charles Bus Co 
Shreveport Transit Co 


Westside Transit Lines, Inc. (Gretna) 
Maine: 
Lewiston-Auburn Transit Co 
Portland Coach Co 
Maryland: 
Antietam Transit Co., Inc. (Hegereiowny 
Cumberland Transit Lines 
Massachusetts: 
Berkshire Street Ry. Co. (Pittsfield) .............-.---- 
Fitchburg & Leominster Street Ry. Co 
Gloucester Auto — = 
Holyoke Street Ry 
Johnson Bus Lines, _ (Milford) 
Massachusetts Northeastern Tr ransportation Co, 
(Boston). 
New England Transportation Co. (Boston). -.-.----- 
Service Bus Line, Inc. (Revere) 
Michigan: 
Battle Creek Coach Co 
Division Avenue Bus Line, Inc. (Grand Rapids) - - - --- 
Flint City Coach Lines, Inc 
Grand Rapids City Coach Lines, Inc 
Inter-City Coach Line Co. (Lansing) 
Intertown Suburban Lines (Detroit) 
Jackson City Lines, Inc 
Kalamazoo City Lines, Inc 
Muskegon City Coach Lines; Inc 


Pontiac City J oy its Saale nnnhenatee 


Saginaw City Lines, Ine 
See footnotes at end of table. 
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Partial list of unionized companies that would be affected by loss of Transit’s 
exemption from 40-hour-week provision of the Fair Labor Standards Act (209 















































































Operators Nonoperating 
personnel 
Company a en = 
l 
Union Work- Union | Work- 
week | week 
epee ead lata a ae 
Minnesota: Hours | | Hours 
Deephaven Bus Co., Inc. (Minneapolis).-~......------ SEP secon sh laid Ls a ee es } 44 
eS EE ee eS eee ee I ccs dy (®) 
See I. IE I 2a 5 ceca niente cede nciinabans SO 50525 OP Cicada cseu } (6) 
Mississippi: Jackson City Lines, NT SR, GT ITS Bin aenened | 244) AA........-| 34 
Missouri: | 
Ferguson-Broadway Bus Lines, Inc_-_..-.-------------- (Oo. ots oes AL eee 48 
St. Joseph Light & Power Co--------- ns eS HES.. Gescede OPT ARE As 45 
St. Louis County Transit Co. (Overland)------------ ih EIN s wscscsriel 48 | IAM and 44 
| Team. 
Montana: | 
Se Coe CR TU nine liababicapemibmiaeion OE 2 canal 49 | AA-.......- 48 
Great Falls City GAR ot ncn cont Boeescucetoaeuce te ee | 48 | Team--..-.- 48 
Nebraska: | 
aN Ut eS TN oc cisiscnsercnealiadlical piace Sopenguanaleoniee I is diietancaaic SOP Abcs.csess 54 
I IO ne do nein dankeninwnaanl We Winwucmal 40 | (")....-..---- () 
Nevada: Reno Bus Lines, Inc saints. to tacchsedeatieae candi DI cae taceatate | GB} @iivcicks Z (8) 
Pe SEO? TUONO. Joo oo icc nsuacnscincctauesdeanne | cocinenm mass piadonlehtt ateauananimece Ride 
New Jersey: 
Consolidated Bus Lines, Inc. (Clifton)_........-..----- PEF I AB Cscccccaske! | 
Garfield-Passaic Bus Co. picbeeig:imnpintnelibld tviiuityGonsnvageen aaecaiee tena | OOO issn ce oO 
Garfield & Passaic Trans sit i ee Cte oa ed | 48 | ie. setebaeos (8) 
Bergen Avenue Bus Owners Association (Jersey City) - Tt RSE 51 | © i @® 
New Mexico: Albuquerque Bus Co-_----.---.-------------- | EEE Rcmavadass | 54 | 44 
New York: | | | 
Checker Bus Corp. (Hempstead) - ciatciediningsecacced NERO Me costed 06) EWU. ccks | 44 
Jamestown Motor Bus Transport: ition O ROT ES Bese OR 0s eee (‘) 
Triple Cities Traction Corp. (Binghamton). -.---.-..---| BR occas) MO Or Sel an } () 
Troy Fifth Avenue Bus Co atemnatidici ginhawe cepts mte ke aadiamiee nein a, eee 44 
II I Re ee etna I a ecideicts 45 | Bisco. 42% 
North Carolina: | | 
SoD Ser Ch, CE OIT) A gw cn pancho nconmecnanns SIR can deoncaiecaeg 564 Oc ee 
Safeway Transit Co. (Wi umington) Since enlaipacn scan neces Ma ina ipsciainale BE Rk cctivatdca ; Q) 
White Transportation Co. | 
UN BR ss i So de acne Pe icnccae’ 664 1@).2.. 3st } 
I cs EN oe, its wa sys ar ceprg geass is mime pier aooncaictale Bn cstectnetingl AY eee @ 
North Dakota: Northern Transit Co. (F: ND Te emma ie. cack Sf Prk (®) 
Ohio: | 
Akron Transportation Co fetaal : iene ence a 06:8 ies ocd } (@) 
Canton City Lines, Inc_- ; : sake "Peeme. 2k 48 | Team_ 48 
City Transit Co. (Dayton) Ps ccicisind O01 AB hie @) 
Employees Transit Lines, Inc. (Lorain) _. | Jee cateeett 54; AA__. b4 
Hamilton Transit Co__ ‘ rs : 2 | 54 | AA__. 54 
Lancaster Transit Corp. ; Oe accion Bi) Op Oe 
Lima Transit Co-_-__ ah ae BRT 58 | BRT 54 
Portsmouth City Lin NS nn A ee a Ps Phe a, 48 | AA 48 
EFI. os icc oo eileen n ced cine neaiaiae | REE (@) 
Zanesville Rapid Transit, Inc.................-....... a (*) | Team_-_-_--- 
Oklahoma: | 
City Bus Co. (Oklahoma City)- i Ate 2 4 4B CQ susc4. es (4) 
Muskogee Electric Traction Co_ - pid Nc umcokes 54 | IAM 48 
M.K. & O. Transit Lines, Inc. (Tulsa) AA | 48 | AA__. 48 
Oregon: Portland Stages, Inc. (Gresham)______.______- 05}....isachoee | OS pein wasae 3) 
Pennsylvania: 
Allentown & Reading Transit Co_.._._.._............. RB a0 Oat OP pciccccade ) 
Altoona & Logan Valley Electric Railway Co BM | 42 | AA___ 42 
Beaver Valley Motor Coach Co. (New Brighton)... pS eee 46 | AA__. 45 
Brentwood Motor Coach Co, (Pittsburgh)_ Ris. | 45) AA. c:. 45 
Conestoga Transportation Co. (Lancaster) ____- ae... z 44) AA__. 44 
East Penn Transportation Co. (Pottsville) -__-- AA_- i teen 45 
Fayette Coach Lines (Connellsville) _..........---- Rains 48 1 AAW. 2% 48 
puereire menwawe (0... .. ........----ccecesceoun AA. 1346 | AA_ M 42 
Neibauer Bus Co. (Bristol) TWU 60’) 8) 2... s20ds4 6 (4) 
New Kensington City Lines, Inc ; AA OBO ke (1) 
ee Suburban Transportation Co. (Upper | BRT ok ne ee | (') 
arby). 
Schuylkill Transit Co. (Mahanoy City) -...............- | TW ui. Mi TWU...6. 48 
Schuylkill Valley Lines, Inc. (Norristown) Rscnbd 1h 4) Oa (4) 
Shamokin « Trevorton Bus ire mn le eal ee eee AA 5 


See ietnatel at end of table. 
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Partial list of unionized companies that would be affected by loss of Transit’s 
exemption from 40-hour-week provision of the Fair Labor Standards Act (209 
companies )—Continued 


Operators Nonoperating 


personnel 
Company aed 


| 
Work- 
week 


Union Work- Union 
| Ww eek 


| 
Pennsylvania—Continued | Hours | | Hours 
Valley Transportation Co. (Lemoyne) aad ah NE ein aac 44 | A! 44 
Washington City Bus Lines__......_.__- MW. 50 (8) 
Williamsport Bus Co } Ad wal 54 | Ad 50-54 
Woodlawn & Southern Motor Coach Co. (Aliquippa) Pais. 45 
Rhode Island: None. 
South Carolina: 
South Carolina Electric & Gas Co.: 
Columbia division 
Charleston division_-__-_-_-_- 
South TOMMOGNs eee ATOM, BOO ccc tincwweccdccaccsscce 
Tennessee: 
Knoxville Transit Lines___- 
Nashville Transit Co... _- 
Southern Coach Lines, Inc. (Chattanooga). 
Texas 
Austin Transit Corp 
Beaumont City Lines, Inc- 
El Paso City Lines, Inc 
Lubbock Bus Co___.---. 
Pioneer Bus Co, (Houston 
Port Arthur Transit Corp__-_- 
Texas Motor Coaches (Fort Worth)_- 
Waco Transit Corp_._- 
Wichita City Lines, Inc. (Wichita Falls) ._. 
Utah 
Ogden Bus Lines as 
Salt Lake City Lines__.-- 
Vermont: None, 
Virginia: 
Danville Traction & Power Co__..-. 
Portsmouth Transit Co__ 
Virginia Transit Co. (Richmond & Norfolk)_.._. 
Wastington: 
Bellingham Transit System é 
Bremerton-Cbarleston Transportation Co-__ 
Everett City Lines__- 
Lake shore Lines, Inc. (Renton) 
Spokane City Lines, Inc__- 
Spokane Suburban Lines a 
Suburban Transportation System (Seattle)___-- 
Tacoma Transit System. __- 
Vancouver Bus Co., Inc___--.-- 
Vancouver-Portland Bus Co-_-- 
West Virginia: 
City Lines of West Virginia, Inc. (Clarksburg) 
City Lines of Fairmont, Ine___-. 
City Lines of Parkersburg, Inc.-_- 
Ohio Valley Bus Co. (Huntington) 
Wheeling Public Service Co___. 
Wisconsin: 
Fond du Lac Transit Lines, Inc_... 
La Crosse Transit Co_. 
Sheboygan Transit Lines, Inc__ 
Waukesha Transit Lines, Inc__.- 
Wisconsin Public Service Corp. (Green Bay 
Wyoming: None. 








1 Employees are on a 40-hour week. 

? 40-hour week effective Feb. 1, 1959. 

3 40-hour week effective June 1, 1959. 

4 4240-hour week effective June 1, 1959. 

§ Employees are unionized; name of union not reported. 
® No data. 

7 40-hour week effective Apr. 5, 1959. 

§ 40-hour week effective Aug. 1, 1959. 

* 40-hour week effective June 1959. 

10 40-hour week effective Sept. 1, 1959. 

1 Maintenance work is bandled by another company. 
2 40-hour week effective July 1, 1959. 

13 44-hour week effective Jan. 20, 1960. 

4 40-hour week effective Jan. 1, 1960. 

United Textile Workers of America. 
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Partial list of nonunion companies that would be affected by loss of Transit’s 
exemption from 40-hour-week provision of the Fair Labor Standards Act (51 
companies ) 





Basic workweek (hours) 





Company 
Operators |Nonoperating 
personnel 










































































ia Tseshe TUe GG. sic ccctncknd oscukeadsekeseaatodunen ee 48 


Arizona: Old Pueblo Transit Co. (Tucson).....................--..- sequepanl 50 48 
Arkansas: None. 
California: | 
Highland-Patton Bus Lines (San Bernardino) -_-.-..........-.-.-..-.----- 48 48 
ED TENE BIND. . cnnkcac cate donrsnssdecas Coben seme eeeaeerneen 52 46 
Colorado: None. 
Connecticut: ; 
Peay perenne a remenerienins 00,, TRG... 6s ei csc ccsninsnssecnadueuteass 554 50 


Newman Bus Service (Greenwich) xk sensi ahs ie ein ra age diisibon ind 44 (‘) 




























it a Gee Bae TRRRUNIUED . cies cocscccas sce cuvmsacesecwnswance 438 48 
Delaware: None. } 
District of Columbia: None. 
Florida: None. 
NS ORG GR sas ccuunebvpastwndwunseenhabedabewbeeeneneeis 57 (t) 
Idaho: None. 
Illinois: None. 
Indiana: None. 
lowa: | 
Clinton Street Ry. Co innigrathtnewanae nile jane Sass aah oa irene 50-57 48-54 
Fort Dodge Transportation Co dining cciemaswiniseapetoe ie eaicacabtaneabiceietl 56 56 
fowa City Coach Co., Inc seh eck Su Sak ts hs Spec coaaawaub cued ie 54 54 
Kansas: Salina Transit Co - idgaenhviteheaaeeawaien eae peieeiticasl 60 ) 
Kentucky: None. 
Ren? Br A OMENS CID., BONO oe Son k cdencsencsdwdacoctequcadaccueneas | 44 44 
Maine: York Utilities Co. (Sanford). auth ebrnebukdaiaa ea nedat (’) } 44 
Maryland: None. 
Massachusetts: | 
Hudson Bus Lines (Medferd) Veseulibabendccndonveenesasuenweees kone’ 54 51 
Saugus Transit, Inc. (Revere) -- eciatonciasaarcbwieninuecaacandinmaheaicoee 45 48 
Michigan: None. 
Minnesota: 
ny Ct CUNEO sas cortunvicennded cewek dbebeesnenecseees | 45 (1) 
Mesaba Transportation Co. CRUD oa nc sence nde iaianenbueenen 55 (t) 
Mississippi: Municipal Transit Lines, Inc. (Gulfport) _........-- = a cmtamatann 48-52 (’) 
Missouri: 
ces pees Crem, (ame Cin RNRORE) i onic a nin cccco< wd cwedinsosssiwks 52 52 
Columbia City Bus Lines, Inc EE OFS Se ae 54 48 
Montana: None. | 
Nebraska: None. | 
Nevada: None. 
New Hampshire: Capital Transit, Inc. (Concord) - ini seatelad daeteee 48 54 
New Jersey: | 
Brown’s Bus Service, Inc. (Mount Ephraim) -.-.........-..--..---------- | 48-54 48-54 
en a ce CORNER SNEED on oe celiac cincdnctenuduenongweeuamewatios | 48 48 
Coast Cities Coaches, Inc. (Avon- by -the- -Sea) tebidiaaee pe Ae ee ee ee 5 54 
Passaic-Athenia Bus Co., Inc think umintiinn sce adneiink sadieaaee of (4) 
New Mexico: None. 
New York: 
Central New York Coach Lines, Inc. (Utica)...........-.....---........ il i 
Jerusalem Ave. Bus Lines (Hempstead). hichin ssid cane ebionace seebbel 1 | 45 
Lockport Bus Lines, Inc icc dcteds talc hs did atcncasile coke  odteek oaaldgcd eho (3) (3) 
pase Wace Trametes Comp. (Miiddietowsl) J... .. .-..c.2.ccnencassccccuccstacee 48 48 
Welcome, G. A., & Sons (Schenectady) .................................. } 60 (4) 
North Carolina: None. | 
North Dakota: None. 
Ohio: 
Berea Bus Line Co-_-_-- oo a 5 ahha aig ae eae 48 48 
Cleveland Southeastern Bus Co. . (Bedford) _- Saat a hc ar ila cecal nae cate 48 48 
Garfield Heights Coach Line, Inc. ere Sian oi ils ssinidbdeaesipieeieAaceen 48 48 
Redifer Bus Co. (Cleveland) j Shidnadadowee sta loriisininactladadataiecls 55 49 
Oklahoma: None. 
Oregon: None. 
Pennsylvania: 
Auch Inter-Borough Transit Co. (Conshohocken). ._............---.---- 50 i 
Community Transit Service, Inc. (Bridgeville)_.-..--- aa lia 54 i 
Lebanon Coach Co Si sexier csles pidenlaionai cate tc a haa eteaor a 54 (4) 
Pottstown Rapid Transit Co_.-..--...-..--......--...---- eecusebeten ‘ 48 ar 
ae ae Se ls CEO Doo. ck ocsccecs canasinsenbabasaasanadenen 64 (1) 
Rhode Island: None. | 
South Carolina: None. | 
South Dakota: None. \ 








See footnotes at end of table. 
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Partial list of nonunion companies that would be affected by loss of Transit’s 
exemption from 40-hour-week provision of the Fair Labor Standards Act (51 
companies )—Continued 





| 


Basic workweek (hours) 


| 
Operators |Nonoperating 
personnel 





Tennessee: Johnson City Transit : 60 
Texas: | 
Denton Bus Line, Inc f 48 
Fort Worth Transit C o., Ine b 45 
Nueces Transportation Co. (Corpus Christi) 5 4 
Utah: None, 
Vermont: Burlington Rapid Transit Co., Inc 
Virginia: 
Charlottesville & Albermarle Bus Co 
Citizens Rapid Transit Co. (Newport News) 
Lynchburg Transit Co : at 
Safety Motor Transit Co. (Roanoke) bik blsiblscnisiee Si sec cand ‘a 
Washington: None. 
West Virginia: 
Charleston Transit Co___- 
Pittsburgh & Weirton Bus Co- 
Wisconsin: None, 
Wyoming: None, 





1 No data. 

2 Employees are on a 40-hour week. 

3 Over. 40. 

4 Maintenance work is handled by another company. 





STATEMENT SHOWING SPECIFICALLY How S. 1046 NEEDS TO BE AMENDED TO PROTECT 
THE TRANSIT INDUSTRY 


This amendment excludes the transit industry from maximum-hours provi- 
sions of the Fair Labor Standards Act but not from the minimum-wage and other 
provisions of the act. 


AMENDMENTS TO 8, 1046 


Page 12, before the period in line 13, insert the following: 
; or (5) any employee of an employer engaged in the business of operating a 
street, suburban, or interurban electric railway, trolley, or motor bus carrier 


Mr. Anpverson. The clerk of the subcommittee has been supplied 
with 75 copies of several statements which I should like to briefly refer 
to. First is one from Henry G. Bowen, president and general man- 
ager of Fitchburg and Leominster Street Railway Co., Fitchburg, 
Mass. Mr. Bowen points out that their basic rates are w ell above the 
minimum. His concern is with respect to the 40-hour week. (See 
p. 265.) 

I would like to read a paragraph, quoting: 


As I understand it, the main purpose of the act is to provide more employment, 
because if the workweek is cut to 40, then more people will be employed to take 
care of the additional work. 

However, on these small properties just the opposite will be the effect. Instead 
of making more jobs, there will be no jobs in cases where companies are forced 
out of business, and this is not a far-fetched idea because we are working on a 
very close margin at the present time. The other consequence is less jobs be- 
cause all marginal operations will have to be cut to offset the increased payroll. 
Not only the employees will suffer, but the community as well, with less service. 


Then he goes on and points out, quoting again: 


Some consideration should be given to our employees as well as to the com- 
pany. Our employees do not want a 40-hour week. They, know the condition 
of the company and are fully aware of the serious consequences of greatly in- 
creased cost. 
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Senator Yarsoroven. Mr. Anderson, isn’t the real problem stated 
where he points out that the regular revenue passengers dropped from 
a high of 1184 million passengers in 1945 to 214 million passengers 
in 1958? 

Mr. Anprerson. That is correct. 

Senator YArsoroucHu. The problem is that of an industry that is 
losing business due to the widespread ownership of automobiles. 

Mr. Anperson. That’s right. That serious decline in riding com- 
bined with a fairly substantial increase in costs. 

Senator YArnoroucHu. Excuse me; I don’t want to slow you up. 

Mr. Anvrrson. Next I would like to offer for the record and ask 
leave to supply copies within the next several days of a letter from 
Henry C. Church, Jr., president of the City Lines of West Virginia, 
and I am reading from that letter. 

Senator YarsoroucH. Permission will be granted to submit copies 
later. (See p. 1259.) 

Mr. Anperson. Thank you. [Reading:] 

On April 28 the meeting with the West Virginia Bus Association was held at 
Charleston, at which meeting there were present over half of the bus operators 
representing about 75 percent of the buses in the State. 

I would guess that that would affect 8 or 9 of the larger cities in 
West Virginia. 

Senate bill No. 1046 was discussed, and as chairman of the legislative com- 
mittee I asked each of the operators present to quickly figure out just what 
effect the. 40-hour-week provision of this bill would have on them. 

Every operator present except Greyhound stated that if this bill was passed the 
would have to close down all his operations immediatley. The representative for 
Greyhound was unable to do such quick figuring because he did not have available 
to him the information which the other operators had with them. 

After listening to the effect that this bill would have on all of these other opera- 
tors and knowing the effect it would have on us, I feel safe to say that the passage 
of this bill would eliminate local mass transportation from the streets of prac- 
tically every town and city in our State. 

Next I will offer for the record, and 75 copies have been filed, a state- 
ment from J. S. Osborne, president of the Cincinnati, Newport & Cov- 
ington Transportation Co., of Covington, Ky. (See p. 264.) 

Senator YarsoroucH. Just a moment, Mr. Church’s statement con- 
cerned West Virginia; that is a State with the highest unemployment 
rate in the union, too. 

Mr. Anverson. I think that is perhaps true. I am not as familiar 
with that as you are, but I know unemployment is a serious problem. 

Senator YArsoroueH. I think it is about 10 percent in West Vir- 
ginia. 

Mr. Anprerson. I would say, Mr. Chairman, that the situation that 
Mr. Church described would probably also exist—I have jotted down 
some other States here. I know that Iowa has a number of small 
transit properties that are skating on very thin ice as far as earnings 
are concerned. There are several small "properties in Wisconsin, in 
Michigan, one or two have already gone out in Michigan. Ann Arbor 
is without service. That would’also be true I think in some of the 
Illinois and Indiana properties. You have some properties in the 
State of Texas that may be in that same category... In fact, transit 
has disappeared in several in Texas. 

Senator YarsoroucH. The small and medium-sized cities there are 
having a great deal of difficulty. 
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Mr. Anperson. That’s right, so what I am saying is that Mr. 
Church’s statement I think could be applied fairly to a number of other 
States in various sections of the United States. 

I had referred to Mr. Osborne’s letter. Mr. Osborne in addition to 
being president of the company at Covington, is also vice president of 
the American Transportation Enterprises which conducts operations 
in Pennsylvania and Delaware as well as Kentucky. 

His own company happens to have a 40-hour week. 

He is talking about this question of a statutory 8-hour day as com- 
pared toa contractual 8-hour day, and some of the problems and the 
increased costs that it would produce. 

He says: 


These increases would be offset in my opinion by reduction in personnel in 
order to reduce the payroll to proportions consistent with the operations. There 
is no doubt in addition that all operators will also make use of reduced service to 
the public as one means of recovering the increased cost. I also feel that the im- 
position of such a restriction would result in fair increases. It is a well-known 
fact that this avenue causes loss of riders because of resistance to increased prices 
and would further jeopardize the potential of private operation of these transit 
companies. 

These companies are already covered with mutually satisfactory labor agree- 
ments arrived at through negotiation with union representatives. 

In some cases these contracts have considerable time to run. 


Then he goes on to say: 


This bill has the effect of nullifying these negotiations. 


If they were put on the statutory 40-hour week as of some future 
date if the contracts had another 6 months to a year to run, there 


would bea very difficult situation for example. 

It would be very difficult to make any changes in the middle of such 
a contract. 

Another statement I would like to offer for the record, and 75 
copies have been filed, is one by Mr. T. E. Peacock representing 
Trenton Transit, of Trenton, N.J. Ithink that statement is fairly 

Senator Yarsoroucn. That statement will be accepted and filed as 
part of the record. (See p. 263.) 

Mr. Anvberson. Thank you, sir. 

Senator YarsoroueuH. They will all be accepted and filed as part 
of the record. 

Mr. Anperson. Thank you. I think that statement is fairly self- 
explanatory. He points out that the ‘company is operating without 
a profit. “Payrolls amount to about 67 percent of the revenue dollar. 
Operating taxes before Federal income tax amount to 10 ae 
Replacement of revenue equipment accounts for an additional 8 per- 
cent leaving 15 percent for materials and supplies such as fuel, tires 
and replacement parts. I have not mentioned profit because there 
isn’t any.” 

That company has a 40-hour week. It has had such a contractual 
provision for a long while. 

Mr. Peacock’s concern is with respect to being put overnight on 
what I have previously referred to as a statutory 40-hour week with 
the attendant direct costs and the additional costs involved in ac- 
counting. 

I offer a similar statement, 75 copies of which have been filed with 
the clerk, from M. M. Malmer who is president and general manager 
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of the Youngstown Transit Co., executive vice president of the Akron 
Transportation Co. and who happens to be chairman of the American 
Transit Association Labor Relations Committee. (See p. 268.) 

In this particular case one of the properties is on a 40-hour week 
and the other one is in the process of arriving at a 40-hour workweek. 

Mr. Malmer’s basic objection is to the statutory workweek that I 
referred to with the attendant unavoidable costs. His property is 
also a part of a system known as United Transit Co, which operates 
generally smaller transit companies in places, like Springtield, Il. 
and some of the, I guess they are not small, places like Richmond, 
Norfolk, Chattanooga and Nashville, and he has a property in Baton 
Rouge, La. 

Some of those properties are operating, as I previously said, on 
a 5-day week. Some are not, and it is a question of pollgstive bargain- 
ing and whether the union is seriously pushing for a statutory or for 
a 5-day workweek. 

Senator YarsoroucH. Mr. Anderson, I noticed in your statement 
that your association represents member companies handling over 80 
percent of all the transit riders in all parts of the United States, is 
that correct ? 

Mr. Anperson. That is correct. 

Senator Yarsoroucn. I was noticing the tabulation, in the first ap- 
pendix to your statement. In Louisiana I didn’t see New Orleans 
listed, and in Texas I didn’t see Dallas or Houston. Do these larger 
cities, do those owners of transit companies in larger cities have a 
separate association of some kind ? 

Mr. Anperson. No, I don’t think I have made myself clear, Mr. 
Chairman. The list to which I referred which is appended to my 
statement covers only the companies which we know about which have 
a workweek in excess of 40 hours. As I have previously pointed out, 
and as we are willing to admit, there is a substantial portion of the 
employees in the transit industry which now have a 5-day basic work 
week, 

Senator Yarsoroven. If New Orleans or Houston or Dallas is left 
off, that means then that 

Mr. Anperson (interrupting). They have a basic 40-hour work- 
week, but I understood that some of the representatives of those com- 
panies had talked to you and they have made their position known. 
Their objection obviously is with respect to being placed on what I 
have referred to as a statutory 40-hour week and being forced to com- 
pute this regular rate of pay, and you end up in a situation as they 
found in Memphis where they also have a 40-hour week that about 
two-thirds of their employees would end up with higher rates of pay 
and about a third of them would probably end up with no increase in 
pay, were this exemption eliminated, and that would make an unhappy 
situation. 

That develops in this way. In our business we guarantee an 8-hour 
minimum, and if it is impossible or if it is more advantageous from the 
company’s point of view in cutting a schedule for a run to cut it a 
little short of 8 hours and pay the difference in straight time, that is 
pay for time not worked than it would be to pay a larger amount of 
overtime; well, that is what is done. 
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So that there would be a very difficult situation. Some of the larger 
companies estimate that it would cost close to half a million dollars, 
despite the fact that they are now working a basic 40-hour week. And 
these contract provisions would have to be paid at this overtime rate, 
and it would be a very costly and difficult thing from an accounting 
viewpoint. 

Senator Yarsoroucu. Another question on that, if you know. I 
have been interested in looking through this table. What is the reason 
why Texas has more companies with longer work hours than any other 
State? Or to state it more accurately and better, why is it that the 
companies that work longer weeks in ‘Texas average higher than those 
listed here from any other State in the Union ? 

Mr. Anprrson. I can’t 

Senator YarsorouGH (interrupting). Why is the workweek longer 
in Texas ? 

Mr. ANDERSON (continuing). I can’t answer that, Mr. Chairman, 
except to say that you will notice most of the profits—there are two 
lists there. One list is a list of companies whose employees are union- 
ized and another one, a smaller list, is those who are not. And as I 
have said previously, there are a number, in fact most of the larger 
transit companies throughout the United States, have a basic 5-day 
workweek. But in the cases that you mentioned there, my only answer 
is that the employees apparently have not pushed for the 40-hour week. 

Senator YarsoroueH. All right, go ahead, sir. 

Mr. Anpverson. That is the situation in a great many properties. 
The reason for that is, as you know, a great many of the transit prop- 
ties where the employees are working a 5-day week, the men go out 
and work on a 6th day and drive a truck for that or do some me job 
and they do it at a lesser rate and under less favorable conditions 
than their regular job. 

I am running close to my time limit. I would like to offer for the 
record a statement signed by Harley L. Swift, director of the Harris- 
burg Railway. 

The requisite number of copies have been filed. 

I offer a similar statement signed by Thomas Conway, chairman 
of the Schuylkill Valley Lines, Inc., also the requisite number of 
copies that have been filed. 

(‘The statements referred to follow :) 


STATEMENT OF T. E. PEACOCK, REPRESENTING TRENTON TRANSIT 


Mr. Chairman and gentlemen of the committee, the operations of Trenton 
Transit are conducted principally in the capital city of New Jersey and are pri- 
marily confined to the transportation of passengers in the city of Trenton and 
adjacent townships. Trenton is neither large nor small, but is typical of the 
average size American city and its counterpart can be found in any State through- 
out the country. 

At the present time employees of this company are exempt from the provisions 
of both sections 6 and 7 of the Fair Labor Standards Act of 1938 as amended, 
relating to maximum hours and minimum wages. 

In spite of this exemption our minimum wages present no problem now, nor 
is it contemplated that reasonable upward adjustment of minimum wages would 
involve any of our employees. 

With respect to maximum hours, while our basic workweek is now 40, com- 
prising 5 8-hour days, the elimination of the overtime pay exemption would 
sharply increase our operating costs, due to the many fringe collaterals included 
in our labor agreement with the Amalgamated Association of Street, Electric 
Railway & Motor Coach Employees of America. 
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These collateral items are made up of such things as report and turn-in time, 
guarantee time, i. e., pay for time not worked, and many other technical require- 
ments related to “regular rate of pay” calculations for overtime purposes, as 
well as to special provisions governing, for example, the operation of charter 
service whereby the operator is paid straight time for the entire elapsed time, 
including his idle time at the point of destination. 

Our contract contains a provision for 30 minutes straight time pay per day 
for report and turn-in time for bus operators. This is a negoitated allowance 
and is related to portal-to-portal provisions prevailing in other industries. It 
is estimated this provision alone if increased by 50 percent by the overtime 
provisions and passed along to the bus rider in the form of increased fares 
would add the major portion of one-half-cent to the fare charged. 

If it were necessary to eliminate the straight time special provision covering 
charter movements, the charges for such trips would necessarily be increased 
by about 15 percent. The most frequent users of this service are schoolchildren 


and low-income groups and considerable hardship on these classes would be’ 


incurred. 

Undoubtedly one of the main reasons why local transit, together with other 
forms of transportation, have been exempt in the past from provisions of 
sections 6 and 7 of the Fair Labor Standards Act of 1938 is because the nature 
of this business makes it virtually impossible to comply with the rigid stand- 
ards of hours possible where production can be controlled on the basis of 
blowing a whistle and punching a timecard. 

This industry has become involved in many peculiar working conditions 
that do not prevail in other industries. Partly this has been brought about 
because of the fact that any work stoppage has a disastrous effect on the 
general public. This has led to the use of arbitration (in some cases com- 
pulsory) in the settling of its labor negotiations. Many of these arbitrations 
have taken place during wartime periods when there was necessity for curbing 
hourly wage costs and neutral arbitrators were prone to incorporate collec- 
tively the collaterals to be found in other industries. 

In the case of Trenton Transit and in line with general prevailing conditions 
in this industry, the collaterals amount to about 25 percent additional cost 
over the basic hourly wage rate for bus operators. Transit, being a service 
industry, has a very high labor cost complement in its expenses. In Trenton 
today total payrolls amount to about 67 percent of the revenue dollar. Operat- 
ing taxes before F.1.T. amount to 10 percent, replacement of revenue equipment 
accounts for an adidtional 8 percent, leaving 15 percent for material and 
supplies, such as fuel, tires, and replacement parts. I have not mentioned 
profit because there isn’t any. 

There can be no question that exclusion of our employees from exemption 
to the provisions of the Fair Labor Standards Act with resnect to maximum 
hours will add a burden that we or the bus riders are in no position to meet. 


STATEMENT OF THE CINCINNATI, NEWPORT & GevVINGTON TRANSPORTATION Co. 
Re SENATE Birr 1046 
May 6, 1959. 
SENATE COMMITTEE ON LABOR AND PUBLIC WELFARE, 
U.S. Senate, 
Washington, D.C. 
(Attention : The Honorable Lister Hill, Chairman.) 


GENTLEMEN: In connection with hearings presently under way concerning the 
proposed amendment to the Fair Labor Standards Act of 1938, as set out in 
Senate bill 1046, I would like to advise you of the effect of the elimination of the 
exemption for local transit companies as therein set out. I speak as president 
of the Cincinnati, Newport & Covington Transportation Co., which company op- 
erates local passenger-carrying transit service in northern Kentucky and be- 
tween this area and Cincinnati, Ohio. The company presently employs more 
than 350 people in the transaction of its business. In addition to this, I am vice 
president of American Transportation Enterprises. Inc., which company owns 
local passenger-carrying transportation systems in the States of Pennsylvania, 
Delaware, and Kentucky. 

The transit industry generally over all of the United States has been stricken 
during a period of the last 12 years with severe losses of riders. These losses 
have principally been brought about by the shift to use of the automobile. As 
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an example of this decline of business, I would point out that the Cincinnati, 
Newport & Covington Transportation Co. in 1946 carried more than 43 million 
passengers and in the year just passed this volume had decreased to slightly 
more than 14 million passengers. At the same time when these losses were oc- 
curing the expenses of operating the company has risen sharply. Wage rates, 
for example, have increased by more than 100 percent; the other costs propor- 
tionately. The struggle to remain in business and provide a vital service to 
metropolitan areas has been met by fare increases, decreases in service, and the 
elimination of personnel. To this date, with minor exceptions, there has been 
no other avenue for survival. Even though these measures have been used with 
diligence, it has been impossible, nevertheless, for certain transit operations 
over the country to continue as private companies. In some cases the com- 
panies have gone out of business and left cities with no public transportation 
whatever. In others, cities have seen fit to set up authorities to continue pub- 
lic transportation under arrangements that made these operations tax free. 
The Senate bill 1046 proposes an increase in the minimum wage of $1.25 per 
hour. We have no objections to this increase. There is no one in the opera- 
tions of the companies I am acquainted with who is paid less than this amount. 

The provision in the proposed act that overtime be paid after 40 hours will 
result in sizable increases in labor costs, with only such recourse to recovery 
as we have mentioned before. However, the operations of transit companies do 
not lend themselves to efficient administration under 40-hour restrictions. Op- 
erators, for example, who go to work at location X may find themselves miles 
away at location Y at the end of 8 hours; therefore, since it is impossible to 
make 8-hour days for transportation operators, in most cases the requirement 
for a 40-hour week results in automatic overtime. This, without doubt, would 
increase the expenses of operating the company and would force the companies 
to revert to the avenues for recovery as I mentioned above. These increases 
would be offset, in my opinion, by reduction in personnel in order to reduce the 
pay roll to proportions consistent with the operations. There is no doubt, in 
addition, that all operators will also make use of reduced services to the pub- 
lic as one means of recovering this increased cost. 

I also feel that the imposition of such a restriction would result in fare in- 
creases. It is a well-known fact that this avenue causes loss of riders because 
of resistance to increased prices and would further jeopardize the potential of 
private operation of these transit companies. 

The companies are already covered with mutually satisfactory labor agree- 
ments arrived at through negotiation with the union representatives. In some 
eases their contracts have considerable time to run. It is the truth that at 
thé time of these negotiatiens-the amount of money available for payment of 
wages was negotiated into the types of payments, i.e., vacations, overtime pro- 
visions, fringe benefits, etc., as most desirable to the parties, thereby arriving 
at an aggreable wage per hour in total. This bill has the effect of nullifying 
these negotiations. It causes the imposition of an additional and unantici- 
pated cost, with no choice of any of the parties involved. In the interest of 
the continued operation, of private transit systems, I feel that the committee. 
should insert into this bill a further amendment which would provide for the 
continuation of the exemption presently held by local transit companies. 

Yours very truly, 
J. S. Osporne, President. 


STATEMENT OF HENRY G. BOWEN, PRESIDENT AND MANAGER, FitcHBurRG & LEOr 
MINSTER SPREET RarLway Co., FircHsure, Mass. 


I appear speaking for a small transit company against the amendment to the 
Fair Labor Standards Act which would remove the exemption now held by motor- 
bus carriers from the hour provisions of the act. This is covered by section 4 
on page 5 of S. 1046, which would include in the coverage afforded by the act, 
employees engaged in the business of operating a street, suburban, or interurban 
electric railway, trolley, or motorbus company. 

We are not interested in the wage provisions of the act because all of these 
companies, I believe, now pay wages much in excess of the minimum. On our 
property, the stated rate is $1.70 an hour. In addition, we paid a bonus in con- 
nection with the 1959 contract equivalent to about 714 cents per hour. We, like 
all other transit companies, make additional payments in the nature of fringes, 
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so that the actual hourly rate received. was nearer $2 an hour instead of.the 
$1.70. This does not include other costs such as group insurance, etc. 

We are a small company serving two small cities and part of one small town, 
In prior years we served nine additional communities, including the Army in- 
stallation at Fort Devens. Our gross revenue is around $500,000 per year. In 
prior years, after the war, it was more than double that. Our regular revenue 
passengers dropped from a high of 11% million in 1945 to 244 million in 1958, a 
decrease of 81 percent. We presently employ about 60 full-time employees, a 
drop from 200 in 1945. 

Although the total number of our employees is small, there are about 200 per- 
sons involved, including dependents. These are the human beings that I am-con- 
cerned with, and am deeply concerned in seeing that they continue to have em- 
ployment. Some of them are the sons of fathers who worked for the company 
a number of years. Our employment is stable. Two of our employees who re- 
cently retired, and who incidentally were brothers, had a combined employment 
of over a hundred years. . 

As pointed out above, our business has been dwindling consistently since the 
war, and our expenses have steadily increased. During the past 10 years we 
have showed a profit in only 5 years, and an accumulated net loss of over $61,000 
during that period. 

This picture is prety much true of hundreds of small transit companies 
throughout the United States. 

The plight of the transit industry has been recognized by the Congress in 
reference to the exemption for local transit companies from the last increase 
of 1 cent a gallon in the Federal fuel tax. The same is also true in several 
States where tax relief has been granted. 

Our company has been in existence since 1886. We have gone through the 
period of the horse car, trolley car, and trackless trolley. We have faith in the 
future, and we believe that we have a means of solving the ever-increasing 
traffic and parking problems that confront our cities. This solution is to have 
more people ride public transit vehicles instead of Criving their private auto- 
mobile into the downtown areas. 

The burden of compelling small companies like ours to go to a 40-hour week 
would have tragic consequences. It would mean either that the employees 
would have to take a cut in pay or the company would have to increase the 
hourly rate to give them the same take-home pay for the 40 hours. The other 
alternative of keeping them at the same hours and paying them overtime does 
not make sense. The purpose of the bill, as I understand it, is not to increase 
the weekly wage or the hourly rate. That is the purpose of the wage provision 
of the act, which as stated before, we are not interested in. And that would 
apply only in cases where substandard wages are paid, which cannot be said 
of a wage of $1.70 or $2 an hour. 

As I understand it, the main purpose of the act is to provide more employ- 
ment, because if the workweek is cut to 40 hours, then more people will have to 
be employed to take care of the additional work. However, on these small 
properties, just the opposite will be the effect. Instead of making more jobs, 
there will be no jobs in cases where the companies are forced out of business. 
And this is not a farfetched idea because we are all working on a very close 
margin at the present time. The other conseqeunce is less jobs because all mar- 
ginal operations will have to be cut out to offset the increased payroll. Not 
only the employees will suffer, but the community as well with less service. 

In some places where the workweek has been cut to 40 hours the employees are 
foreed to go out and work elsewhere during their off hours to supplement their 
regular pay. And this extra work is at straight time. Is it any worse or better 
to have 2 jobs where the total hours worked are in excess of 40 hours, all at 
straight time, or only 1 job in excess of 40 hours, all at straight time. What 
is the difference? In 1957 there was a similar bill before the Congress. In the 
report of the subcommittee, I do not find any reasons or information as to why 
the transit exemption should not be retained. Some might say, increase your 
fares. There is a limit to what fare the public will pay. On our property the 
eash fare is 20 cents with tokens at 2 for 35 cents. We have increased it three 
times in the last few years. We cannot go much higher and stay in business. 
There is a well-known formula that passengers decrease in direct relation to 
the rate of the fare increase. 

In order to stimulate business and to keep the company in a competitive basis, 
the employees of many companies where overtime is provided after a certain 
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number of hours, have voluntarily given up overtime in charter work and work 
the entire job at straight time. 

Some consideration should be given to our employees as well as the company. 
Our employees do not want a 40-hour week. They know the condition of the 
company and are fully aware of the serious consequences of greatly increased 
costs. We now operate on a 45-hour week, having cut from 48-50 hours a few 
years ago. And during the year of the cutback, the employees received no 
appreciable increase in take-home pay and they have not yet caught up with 
the loss. We cannot afford the increases that would be necessary for a 40-hour 
week and the men know it. 

Your chairman has stated that the important thing to consider is whether 
or not the legislation would be of benefit to the workers involved as well as to the 
industry and the community at large. As pointed out above, the workers would 
not benefit with a lower weekly wage, and in fact would not stand for it. It is 
difficult to see how the industry would be benefited under any circumstance. 
And certainly, the community would not be benefited with less service or no 
service at all. 

One important feature of the transit industry, which is not true in other indus- 
tries, is the fact that we cannot control the hours of our operation. Unlike 
manufacturing companies, we cannot open and close at a predetermined hour or 
close completely on certain days. We must stay open and be ready for business 
at practically all hours. We must take the worker to work and take him home, 
and this involves long hours of operation. One very important practice of our 
business is the guaranteed week. We guarantee each employee so many hours a 
week generally the number of hours before overtime begins. Other industries do 
not do this. We cannot say to any employee that next Wednesday, which is a 
holiday, don’t report for work. We must pay him for the full week. We are a 
regulated industry and are forced by law to do many things that other industries 
do not have to do. You would not expect that a restaurant would be compelled 
by law to charge half the regular price to a child, or a shoestore to be compelled 
to charge half price to a child for shoes he was going to wear to and from school. 
But in Massachusetts that is what we must do by law. We are compelled to 
carry children back and forth to school and not charge more than half the regular 
rate of fare. I am pointing out the things to show that our industry is 
different than others, and because the 40-hour week is compulsory in other 
industries, it does not necessarily follow that it should apply here. 

These conditions have not been forced on our employees who were without the 
means to get more. Our employees are represented by the Amalgamated Asso- 
ciation of Street, Electric Railway & Motor Coach Employees of America, and 
have been for a great number of years. We all know that this is and always has 
been a strong union and well organized. It would be impossible for us to take 
undue advantage of this organization. 

In passing, it is difficult to undertsand why the taxicab industry, which at 
least in the small communities is unorganized, continues to have the exemption 
where the gross income is less than $500,000. 

And further, it is not fair for any company to be compelled to bargain with 
both the union and the Congress. If the employees are satisfied to work hours 
in excess of 40 hours through collective bargaining agreements, a third party 
should not interfere with these arrangements. When a contract is negotiated, 
all things are taken into consideration, and if the 40-hour week is given up, the 
employees get something else in return. If the 40-hour week is made compulsory, 
they would be getting both. I realize that this argument has undoubtedly been 
used before and the 40-hour week has still been put into effect by legislation. 
But I want to point out that I am speaking for the small company which cannot 
afford the 40-hour week. And the fact that the 40-hour week is now applicable 
to a great many industries is no reason why it must be applied to the transit 
industry as it relates to the small company. We cannot add the cost to the price 
of our product, as can be done in many industries. In the transit industry, 
payroll runs to more than 60 percent of the gross revenue, which is not true in 
many industries. 

I earnestly request, that you consider an amendment to the bill that would 
leave in the transit exemption, or have exempted those contracts that are nego- 
tiated by collective bargaining with a bona fide union. 

This, Mr. Chairman and gentlemen, is the story of a small operator. 
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STATEMENT OF YOUNGSTOWN TRANSIT CO., AND AKRON TRANSPORTATION CO., RE 
SENATE BILL 8. 1046 
May 4, 1959. 
THE LABOR STANDARDS SUBCOMMITTEE OF THE SENATE COMMITTEE ON LABOR AND 
PUBLIC WELFARE, 
U.S. Senate, Washington, D.C. 


GENTLEMEN: The operation of this company and its associated operation, 
Akron Transportation Co. in Akron, Ohio, would be seriously disrupted if the 
present exemption now existing in the Fair Labor Standards Act were to be 
eliminated as is proposed in 8S. 1046 (H.R. 4488). Both companies operate a 
strictly intrastate business, solely within the confines of the metropolitan areas 
of Akron and Youngstown, Ohio. We are regulated by each of the municipalities 
into which we operate as to fares and service and also by the Public Utilities 
Commission of Ohio for the areas outside the cities. 

Our employees are organized under various agreements, some of which carry 
over until 1962. We are bound as to exact details on wages and hours under 
these labor contracts. In Youngstown, our operators, represented by the Amal- 
gamated Association of Street, Electric Railway & Motor Coach Employees of 
America, are on a basic 40-hour week; our mechanics and garage employees, 
represented by the International Association of Machinists, the International 
Brotherhood of Teamsters, Chauffeurs, Stablemen & Helpers, and the Interna- 
tional Brotherhood of Electrical Workers, are upon a basic 48-hour week. 

In Akron our operators, garage employees and miscellaneous employees are 
represented by Transport Workers Union and are on a basic 44-hour week 
which is being reduced, under provisions of a 3-year contract, down to 40 hours 
by 1962. The garage mechanics, represented by the International Association 
of Machinists, are on a basic 40-hour workweek but with approximately a 45- 
hour paycheck. 

The foregoing patterns were arrived at through collective bargaining and 
would of necessity need to be drastically overhauled if punitive overtime were 
made mandatory through passage of proposed S. 1046. 

For many years due to the shift of travel to the private automobile, due to 
shopping centers, due to the general adoption of the 5-day week and other rea- 
sons, transit riding in the two communities has been going steadily downhill. 
As a result service has been adjusted downward, but the service reductions 
have been less than the decline in riding. Fares likewise have had to be in- 
creased to adjust for increased wage and material costs and to compensate for 
reduced volume. 

The elimination of the transit exemption would immediately force this com- 
pany to make several drastic changes in our operation : 

i. The proposed bill would, over the long pull, reduce wages of our em- 
ployees. 

2. It would reduce employment due to higher cost. 

3. It would reduce service to the public and would force us to abandon 
many services that would not be compensable. 

4. It would immediately increase fares. This would hurt the aged and 
those in the economic class who are least able to afford it. 

I am familiar with the operations of several small bus companies operating in 
this area. Many of these would find it most difficult to continue if this transit 
exemption were eliminated. In this connection, it should be noted that since 1954, 
239 bus companies in the United States have been unable to withstand the com- 
petition of the private automobile and have sold out or abandoned operation. 

The Akron and Youngstown companies have affiliated operations and the im- 
pact on many of them would be even more drastic than upon the operations 
of our two medium size transportation systems. The reasons are clearly set 
forth in the statement of Mr. Jo. C. Guild, Jr., chairman of the board of the 
United Transit Co. in the 1958 annual report to stockholders, which is shown 
below : 

“Recently, companion bills were introduced into the U.S. Congress which, if en- 
acted into law in their present form, would cause a reversal of the optimistic 
views hereinbefore expressed about our company’s outlook. These bills, S. 1046 
and H.R. 4488, seek to amend the Fair Labor Standards Act so as to increase 
the minimum hourly wage rate from $1 to $1.25 and to broaden the act’s coverage 
with respect to both minimum wages and maximum hours. At present the act 
specifically exempts the transit industry from its general provisions in regard 
to minimum wages and maximum hours. S. 1046 and H.R. 4488 would, among 
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other things, eliminate transit’s exemption. The exemption from the maximum 
hours provisions is by far the more important to the industry, and its elimination 
would force all transit companies to adopt a 40-hour workweek for their opera- 
tors and shop employees. Most of the industry’s publicly owned systems already 
use a 40-hour workweek for their operators, while most privately owned transit 
companies have longer workweeks for operators. Since many of the Nation’s 
largest cities (such as New York, Boston, Chicago, Cleveland, Detroit, Los An- 
geles and San Francisco), and a number of its smaller cities, are served by 
publicly owned transit properties, a majority of the transit industry’s operating 
personnel is already on a 40-hour basis. Certain proponents of 8. 1046 and 
H.R. 4488 make much of the fact that 63 percent of the transit industry’s opera- 
tors is now on a 40-hour workweek, but they fail to explain that a majority of 
the operators of the privately owned segment of the industry is on a longer 
workweek. As to our united system, the length of the workweek for operators 
(drivers) and shop employees is determined by collective bargaining at the 
subsidiary level. Since the 9 transit subsidiaries operate in 10 different locations, 
and since there are several unions and two classifications of employees involved, 
there is wide variation within our united system as to the length of the employees’ 
workweek. The present range is from 40 hours upward to 48 hours or more, 
with a sizable majority of the employees being on bases above the 40-hour level. 
The fact that the subsidiaries’ labor contracts, now in force, were negotiated 
without a strike on the workweek issue seems to indicate general employee satis- 
faction with present arrangements. Our management feels that the length of 
the workweek should continue to be settled by means of collective bargaining, 
and our management intends to continue working toward a systemwide 40-hour 
workweek by means of a gradual transition. It is significant that five of our 
transit subsidiaries are already on a 40-hour workweek with respect to their 
operators or shop employees or both. However, the sudden imposition of a com- 
pulsory 40-hour workweek would deal a damaging blow to our company’s earn- 
ings. At this writing, S. 1046 and H.R. 4488 are in the Senate Committee on 
Labor and Public Welfare and the House Committee on Education and Labor, 
respectively. What action the Congress will take on the bills is a matter of con- 
jecture on which this letter can shed no light. The American Transit Association 
is endeavoring to give appropriate publicity to the situation of the transit 
industry in regard to the proposed legislation, and it is to be hoped that the 
Congress will see fit to continue the wholly warranted exemption it granted 
the transit industry when the Fair Labor Standards Act was passed in 1938.” 

For example, an analysis of the transit operations in Richmond, Norfolk and 
Portsmouth shows that the immediate cost resulting from elimination of the 
transit exemption would be approximately $350,000 per year, and the eventual 
cost if the company were to go to a 40-hour week and would be forced to hire 170 
additional employees could reach $900,000 per year. This would cause a complete 
upheaval in the transit operations in those three cities. The same would be true 
of Nashville and Chattanooga, Tenn., which cities are respectively upon a basic 
44- and 50-hour workweek. 

Due to the nature of the demand in the transit business, generally, operations 
are upon a 7-day a week basis for approximately 20 hours a day. Transit reflects 
the riding pattern which requires a very large number of employees to be avail- 
able in the morning and afternoon rush and a lesser number to be available in 
the middle of the day and at night. Present labor contracts provide for all 
sorts of standby payments, including penalties on two-piece work, and other 
burdensome provisions which are unique to this business. 

I have discussed the impact of this proposed legislation with the transit com- 
pany in our neighboring city of Warren, Ohio. Last year the Warren operation 
was “in the red’. The changes proposed in the bill now under consideration 
would force a reduction of at least one-third in the Warren service. 

Both Houses of Congress in approving the exemption now in effect and the 
exemption of the transit industry from the 1-cent increase in the Federal gasoline 
tax have recognized the extreme problems of that industry in reduced patronage 
and steadily rising costs. These problems have grown more critical in the ensuing 
months so that removal of the exemption in the Fair Labor Standards Act at 
this time would force the abandonment of transit operations in many small 
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communities and would force even larger communities into some kind of transit 
subsidy or drastic reductions in service, either of which would be most harmful 
to the traveling public. 

Very truly yours, 

M. M. MALMER, 
President and General Manager, Youngstown Transit Co.; Executive Vice 
President, Akron Transportation Co.; Chairman, Labor Relations Com- 
mittee, American Transit Association. 


STATEMENT OF THE HARRISBURG RAILWAYS COMPANY 


HARRISBURG, Pa., May 6, 1959. 
LABOR STANDARD SUBCOMMITTEE OF THE 
SENATE COMMITTEE ON LABOR AND PUBLIC WELFARE, 
U.S. Senate, Washington, D.C. 

GENTLEMEN : In connection with the hearings presently underway concerning 
the proposed amendment to the Fair Labor Standards Act of 1938 as set out in 
Senate bill 1046, I wish to make the following statements. 

I have been in the street railway and bus business since 1915. I am a director 
of Harrisburg Railway Co. and from 1947 until last January, I was president of 
this company and operated the local transit system of Harrisburg, Pa., consisting 
of 100 buses and doing a scant $2 million gross per year. 

I am a director of American Transportation Enterprises. Until I retired last 
January, I was vice president of this company, which, in addition to Harrisburg, 
operates the local transit systems in Allentown, Chester, and Wilkes-Barre, Pa, 
Wilmington, Del. ; and Covington, Ky. 

I am a past president of the American Transit Association and a past president 
of the Pennsylvania Bus Association, which is an association of both city and 
intercity bus operators in Pennsylvania with 150 members. 

I speak for my companies and for the transit and bus companies of Pennsyl- 
vania. Although the minimum wage may seriously affect a few of the smaller 
bus operators in Pennsylvania, that phase of the proposed legislation does not 
concern us or affect us as much as the proposed elimination of the exemption in 
working hours. It is vital to us small operators that subsection (a) of section 13, 
clause 9, of the existing law remain as it now is. 

In Pennsylvania, more than 50 bus companies have given up and gone out of 
business in the past 4 years. The privately owned company in Altoona, a city 
of 70,000 quit business last fall. The companies in Sharon, New Castle, Mead- 
ville and Lewistown have all gone out of business leaving these important manu- 
facturing cities without transportation. The situation is so serious that 2 years 
ago, the then Governor Leader, appointed a special committee to study and rec- 
ommend what could be done to salvage transit and keep it in private rather than 
public ownership. This spring, the Pennsylvania Legislature, faced with the 
collapse of transportation in Altoona and New Castle, and threatened with the 
possibility of Johnstown following the same pattern, appointed a committee sim- 
ilar to that appointed by Governor Leader. This committee (as did committees 
in Wisconsin, Michigan, fowa, Ohio, New England, and elsewhere) recommended 
the lowering or elimination of taxes of all kinds, including vehicle licenses, fuel 
taxes, and local and State gross receipts taxes. It also recommended less inter- 
ference by State and local public utility regulating bodies, similar to the relief 
granted by Congress to the D.C. Transit Co, in Washington, by Public Law 757. 

The nature of our business forces us to work around the clock and 7 days a 

week. We cannot, like other businesses, just divide the day by three or stop at 
the end of five 8-hour days. We have to carry employees to and from their work— 
on the days that they work—at the opening and closing hours of offices, stores, 
and mills and in between these hours there is little or no travel, and therefore 
no work for most of our employees. 
‘ There is no demand by the employees of the smaller bus companies—certainly 
in Pennsylvania—and I believe pretty largely elsewhere, for a 40-hour week. 
This fact is evident by the preponderance of recently negotiated contracts with 
the international unions (which called for overtime after 8 or 8% hours’ work 
in a day), calling for workweeks in excess of 40 hours, in fact 44 hours or more. 

In Harrisburg, where wages already take 60 percent of the gross revenue, every 
1-cent-an-hour increase in wages means an increase of wage costs of $6,000 per 
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year. If we were forced, by the loss of our exemption under subsection (a) of 
section 13, clause 9, to go to a 40-hour week, our costs in wages, to maintain the 
present level of service to the public and the present level of annual pay for our 
men and women, would go up at least $40,000 a year to which we would have to 
add for the 15 or 20 additional men we would have to employ to give the same 
amount of service to the public, the cost of social security taxes, uniforms, vaca- 
tions, Blue Cross, Blue Shield, and health and accident insurance. The serious 
thing, however, is that we would carry no more passengers; in fact, because we 
would have to raise our fares—in our case probably 33% per cent, a fare of 20 
cents—to meet this aditional cost, as sure as God made little green apples, we’d 
be in that vicious cycle where we'd carry fewer passengers and take in less 
revenue, then we'd reduce the service, and the jobs of some of the men we now 
employ would go “out the window”, and we would soon join Altoona, New 
Castle, Scranton, Sharon, Schenectady in the “graveyard” of private ownership. 

So far this year, we in Harrisburg have managed to earn just barely $1 per 
day per bus, after taxes. Not much, is it, when you realize each bus costs from 
$20,000 to $25,000? 

The Harrisburg story is that of all the transit companies in Pennsylvania— 
Harrisburg is supposed to be one of the three or four stronger companies. We 
recognize the trend is toward a shorter work week. Some of our companies have 
already negotiated 40-hour weeks and the rest of us have made progress in that 
direction. At the proper time and in due and gradual manner, we can and will 
negotiate a work week to the satisfaction of all—employees, owners, and the 
public. To legislate us abruptly into it means disaster—for some companies, 
bankruptcy—and the end of private ownership of the transit business in small 
cities. 

For, and on behalf of, the transit companies in Pennsylvania, I respectfully 
request that the exemption as now expressed in subsection (a), section 13, clause 
9 of the existing law, be continued. 

Very truly yours, 
HarteEy L. SwIirt, 
Director of Harrisburg Railway Company. 


STATEMENT OF SCHUYLKITI VALLEY LINES, INC., CONCERNING THE EFFECT OF THE 
PROPOSED CHANGES IN THE Fark LABOR STANDARDS AcT EMBODIED IN 8. 1046 


Schuylkill Valley Lines, Inc., is a common carrier by motorbus, operating under 
certificates of convenience granted by the Commonwealth of Pennsylvania and 
by the U.S. Government. It is a small property operating for the most part 
fixed route service in and between Norristown, Conshohocken, Bridgeport, 
Phoenixville and intervening communities in Pennsylvania. The largest com- 
munity served is the borough of Norristown, having a population of approxi- 
mately 39,700. The total population served by fixed route operations is approxi- 
mately 100,000. 

The company owns 37 buses and operate 113 route miles of line and in addi- 
tion—using the same equipment and personnel—provides a limited amount of 
excursion and charter service from the above-mentioned communities to various 
points and places in Pennsylvania, New York, New Jersey, Delaware, Maryland, 
Virginia and the District of Columbia, and to Canada. 


LABOR RELATIONS 


The company for years has had contracts with the Amalgamated Association 
of Street, Electric Railway and Motor Coach Employees of America covering 
all classes of employees except officers, office and administrative employees. 
With the expiration of the next preceding labor contract on January 15, 1958, 
the company by collective bargaining worked out a new contract with the 
union which became effective on January 16, 1958 and extends for a period of 
27 months to April 15, 1960. 

During the negotiation of this contract, Maj. Frederick J. Whalen, executive 
vice president of Schuylkill Valley Lines, Inc., conferred with Mr. John M. Elliott, 
executive vice president of the Amalgamated Association, concerning the 
demands made by the local which both parties admitted were beyond the ability 
of the company to meet. The company stated that it would like to reduce the 
workweek for bus operators from 44 to 40 hours. The garagemen, almost from 
the beginning of the company’s operation, have had a 40-hour week. 
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In this conference the company took the position that if it reduced the work- 
week to 40 hours, this would involve a reduction of approximately 9 percent 
in the weekly earnings of the bus operators if no change in the wage rate were 
made. On the other hand, if the wage rates of the operators were increased 
to the extent necessary to give them the same weekly earnings, it would involve 
an increase of 9 percent in the cost of such labor. 

Executive Vice President Elliott of the Amalgamated stated that while in 
principle the Amalgamated looked with favor upon a reduction in the workweek, 
the members of Division No. 811 had informed him that they desired an increase 
in their take-home pay and he therefore advised the company to abandon 
consideration of a reduction in the workweek to 40 hours and concentrate upon 
an increase in the wage rates for all classes of union employees. This advice 
was accepted and a new contract effective January 16, 1958, was worked out 
and entered into covering the period from January 16, 1958, to April 15, 1960, 
which provided for an increase in the then current maximum wage rate of $1.85 
per hour for men of 1 year or more seniority to $1.90 per hour for the first 10 
contract months; $1.95 per hour during the period from October 16, 1958, to 
and including July 15, 1959, and $2 per hour from July 16, 1959, to and including 
April 15, 1960. Comparable increases were made in the basic wage rates for 
operators of less than 1 year seniority and for garagemen, including cleaners. 

It will be seen that the company faces a contractual increase in wage rates 
of 5 cents per hour effective July 16 next. 

This large increase of 15 cents per hour and important changes in working 
conditions which involved considerable expenditures made it necessary for the 
company, with the approval of the Pennsylvania Public Utility Commission, to 
increase its fixed route fares from 15 cents to 20 cents per zone and also to sub- 
stantially increase its charter and excursion rates with the approval of the 
Interstate Commerce Commission and the Pennsylvania Public Utility 
Commission. 

It would be impossible to further increase the labor cost by 9 percent with 
the earnings produced by the present rates of fare. This property is one of 
the small carriers whose territory is not sufficiently populated to make possible 
substantial increases in fares. Every fare increase which has been made has 
substantially reduced traffic and a further increase doubtless would have a 
like result. 

The Union contract prohibits a 40-hour week. Sections 4.08 and 4.09 stipulate 
a 44-hour week and read as follows: 

“4.08 Workweek. 

“The company agrees that the present 44-hour workweek for all employees 
in service prior to October 16, 1954, shall be continued during the life of this 
agreement. Any employees hired after October 15, 1954, shall have a workweek 
of 40 hours per week during the period covered by this agreement. 

“4.09 Hours and overtime. 

“Operators. 

“Time and one-half time shall be paid for all hours worked in excess of 44 
hours in any 1 week, or in excess of 8% hours in any 1 day in the case of bus 
operators, but there shall be no pyramiding of daily or weekly overtime. These 
provisions shall not apply to type 2 and type 3 charter, excursion, or tour oper- 
ations. Hours worked shall be computed on the basis of duty time. 

“All regularly scheduled runs shall pay not less than 8 hours daily, including 
allowances. 

“No report shall pay less than 2 hours. 

“Garagemen. 

“Time and one-half time shall be paid for all hours worked in excess of 40 
hours in any 1 week, or in excess of 8 hours in any 1 day in the case of mechanics 
and maintenance employees. Garagemen working on their days off as operators 
on type 2 and type 3 charter work shall be paid straight time for all charter 
work performed. There shall be no pyramiding of daily or weekly overtime.” 

In section 4.10 it is provided that— 

“Regular operators will operate 5 days a week. Extra operators will operate 
6 days a week.” 

“Regular operators shall have 2 scheduled days off each week, working 5 
days each week. Extra operators shall have 1 scheduled day off each week.” 

Similar provisions were contained in previous contracts between the union 
and the company. These provisions were inserted by the union to prevent the 
company from reducing the workweek to 40 hours, thus depriving the men of 
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the earnings which they would make in the addtional 4 hours. The contract 
therefore shows clearly that the men accepted the increase of 15 cents per hour 
in the wage rate and abandoned their request for a 40-hour week which had 
been advanced only as a trading proposal. 
SCHUYLKILL VALLEY LINES, INC. 
By Thomas Conway, Jr., Chairman. 


Law Orrices CLEMENT, CoNWAY & WINSTON, 
Danville, Va., May 6, 1959. 
Re Fair Labor Standards Act. 
Mr. GEORGE W. ANDERSON, 
Executive Vice President, 
American Transit Association, 
New York, N.Y. 

Dear Mr. ANDERSON: The writer is president and general counsel of Danville 
Traction & Power Co., operator of urban buses in the city of Danville, Va. 

I observe from the May 1 issue of Passenger Transport that you are to appear 
before the congressional subcommittee in opposition to the proposed elimination 
of the transit industry’s present exemption from the Fair Labor Standards Act. 

I should like for you to have and use, if you think advisable, our statement 
as to the adverse effect this proposed legislation would have on our company. 

We operate in a city of 45,000 population employing 60 persons. We have 
been in business for more than half a century. Our people are well paid, have 
steady employment and I believe are loyal. Now, this legislation would do the 
greatest harm to companies such as ours operating in a smaller city. 

Our fare structure is 15 cents straight, 4 tokens for 50 cents and 7% cents 
for schoolchildren. We believe this is as high as we can go here. That may 
not be quite as important in the larger cities. 

Our company has managed to stay in the black, but if costs increase much 
more we cannot do so and we feel that the directors and stockholders would 
order a discontinuance and liquidation if it became apparent the operation could 
not be profitable. Thus, 60 people would be out of jobs and the unemployment 
situation which the Congress professes to be concerned about would be aggra- 
vated. 

To require us to pay time and a half for overtime would saddle us with 
a considerable cost increase and might well be a “straw to break the camel’s 
back.” 

In order to give our operators an increase in wages last year we increased our 
straight fares from 12% cents to 15 cents and also increased the token cost. 
The result was we suffered a 10 percent loss in passengers in 1958, which almost 
nullified any benefit from the fare increase. Therefore, it is obvious we cannot 
increase fares in the foreseeable future and there is no other source of revenue. 

I would also like to point out that the average daily number of passengers 
we transported in 1945 was 20,391, whereas, in 1958 the daily number was 9,504. 

It may well be that by continuing our cost controls (we owe no money) we 
can continue indefinitely to operate our buses, giving an essential daily service 
to many people, and keep our employees steadily employed, but if by law we are 
to have forced upon us unusual costs we cannot control, we might very well be 
compelled to cease business in the not distant future. 

Last year we paid to our operators a total of about $165,000. 

The foregoing will serve to emphasize that this is a serious matter for urban 
transit and one that should not be taken lightly by the lawmakers. 

If there is a genuine interest in keeping small businesses in operation and if 
there is a genuine interest in keeping people employed, it seems to me that 
the Congress should think a long time before it imposes additional costs on a 
segment of industry which is fighting for its very existence. 

I hope I have not burdened you with this and I wish you much success. 

Sincerely yours, 
RUTLEDGE C. CLEMENT. 

Mr. Anverson. I think that pretty well completes my statement. 


I thank you for the time that has been allotted to me. If there are 
any questions, I will be glad to answer them. 
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Senator Yarsoroveu. Thank you, Mr. Anderson. Not being a 
member of this subcommittee, I will not engage in extensive question- 
ing. 

I have heard of this problem in past years. I know this is going 
to be a knotty problem for this subcommittee, and all of these state- 
ments will be here for the staff to work on and digest. The subcom- 
mittee and the full committee will study them very carefully. 

Thank you. 

Mr. Anperson. Thank you very much. 

Senator YArBoroveH. The next witness is Mr. John Elliott, execu- 
tive vice president of the Amalgamated Association of Street, Electric 
Railway, and Motor Coach Employees of America. 

Mr. Elliott. 


STATEMENT OF JOHN M. ELLIOTT, EXECUTIVE VICE PRESIDENT, 
AMALGAMATED ASSOCIATION OF STREET, ELECTRIC RAILWAY, 
AND MOTOR COACH EMPLOYEES OF AMERICA, AFL-CIO, ACCOM- 
PANIED BY BERNARD CUSHMAN, COUNSEL 


Mr, Ex.iorr. Mr. Chairman, I have with me our counsel, Mr. Bernie 
Cushman, and I would appreciate the privilege of referring any ques- 
tions that you may have to him. 

Senator YarsoroucH. You will, of course, be permitted to have 
counsel with you and to consult with him on any matters that come up. 

Probably we won’t have many questions in view of the shortness 
of time. 

Mr. Exxiorr. Thank you, Mr. Chairman. 

The Amalgamated Association of Street, Electric Railway, and 
Motor Coach Employes of America, AFL-CIO, is the dominant union 
in the field of transportation of passengers by motor bus, street car, 
trolley coach, and electric railway. We support the general position 
of the AFL-CIO concerning proposals to amend the Fair Labor Stand- 
ards Act. We support S. 1046, the Kennedy bill. We are here today, 
however, for a discussion limited to matters of special concern to the 
employees this union represents. 

The employees in the transit industry are an important and substan- 
tial group of workers. 

They have been unjustly and unfairly penalized because the Fair 
Labor Standards Act excludes them from its coverage, although that 
act does afford protection to employees in American industry in gen- 
eral. This union represents the great bulk of the employees who 
would be benefited by the removal of the exemption for the local 
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transit industry found in section 13(a) (9), and the limited exemption 
for the over-the-road transit industry in section 13(b) (1) of the act. 

Those exemptions should be stricken from the act. The unjust dis- 
crimination against transit employees should be ended at once. 

For several years now we have been asking the Congress to eliminate 
the exemptions for transit employees. S. 1046, the Kennedy bill, 
would remove the exemptions for transit workers, and we support that 
proposal. 

As President Spradling, our international president, said in 1957, 
when he appeared before your committee 

The employees in the transit industry have made important contributions to 
the national welfare, both in peace and in war. Their fellow workers in Ameri- 
ean industry and their friends and neighbors are on a 5-day, 40-hour week. Over 
20 years ago many American industries went to the 40-hour week. This is a 
measure of the lag in progress which these employees have had to endure. The 
transit worker should be afforded the same opportunities for leisure-time en- 
joyment, for participation in family and social life, for the exercise of his re- 
sponsibilities as a citizen and a member of the community, as are granted to 
other workers in American industry. 

The principle of the 40-hour week has a long history of endorsement 
and support by those who are sincerely interested in the promotion 
of the interests of America’s working men and women. The Fair 
Labor Standards Act has brought important benefits to American 
workers, but not to transit wor kers. Indeed, a number of industries, 
such as the printing industry and the ladies’ garment industry, have 
already established a workweek of less than 40 hours. Surely, the 
least that Congress can do is to remedy the inequities that were estab- 
lished at the time the law was passed. 

Some 20 years ago when the act was being considered by Congress 
the industry contended that the application of the law to the local 
transit industry presented difficulties because of the need to meet de- 
mands of service which are continuous, that are heavily concentrated 
during rush hour periods. 

Some took the position that the matter could be left to collective 
bargaining. Any doubts as to the practicability of the 40-hour week 
in the transit industry should long since have been dispelled. The 
40-hour week has been established in a substantial portion of the 
industry. 

Transit systems in many cities of varying sizes, large, medium and 
small are presently operating succesfully under union agreements pro- 
viding for a 40-hour week. 

An exhibit listing cities in the United States where local transit em- 
ployees represented by this organization are presently covered by a 
40-hour week provision is attached to this statement. 













Worcester, Mass. 
Pittsburgh, Pa. 
Wheeling, W. Va. 
Connecticut cities 
Allentown and Easton, Pa. 


Fall River and other suburban cities 


around Boston, Mass. 
Oakland, Calif. 
Oak Park, Il. 
Chicago, Il. 
Evanston, Il. 
Youngstown, Ohio 
Rochester, N.Y. 
Springfield, Mass. 
Madison, Wis. 
Gary, Ind. 
Trenton, N.J. 
Erie, Pa. 
Seattle, Wash. 
Boston, Mass. 
Providence, R.I. 
Framingham, Mass. 
Cincinnati, Ohio 
Fort Wayne, Ind. 
Washington, D.C. 
Toledo, Ohio. 
Memphis, Tenn. 
Mt. Vernon, N.Y. 
New York, N.Y. 
Portland, Oreg. 
St. Louis, Mo. 
Newark and other New Jersey cities 
Sayreville, N.J. 
Wilmington, Del. 
Springfield, Ohio 
York, Pa. 
South Bend, Ind. 
Kenosha, Wis. 
Milwaukee, Wis. 
Racine, Wis. 
Minneapolis and St. Paul, Minn. 
New Bedford, Mass. 
Floral Park, L.I., N.Y. 


(The document referred to follows:) 
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CITIES IN THE UNITED STATES WHERE LOCAL TRANSIT EMPLOYEES ARE COVERED 
BY Forty-HouR WEEK PROVISION, APRIL 1959 


Indianapolis, Ind. 
Arlington, Va. 
Duluth, Minn. 
Superior, Wis. 
Lyons, Ill. 
Alexandria, Va. 
Flushing, L.I., N.Y. 
Paducah, Ky. 
Phillipsburg, N.J. 
Springfield, Ill. 
Los Angeles, Calif. 
Johnstown, Pa. 
Baltimore, Md. 
Buffalo, N.Y. 
Reading, Pa. 
Atlantic City, N.J. 
Dayton, Ohio 
Louisville, Ky. 
San Francisco, Calif. 
Philadelphia, Pa. 
Columbus, Ohio 
Chester, Pa. 
Syracuse, N.Y. 
East St. Louis, I. 
Stockton, Calif. 
Montgomery, Ala. 
Waukegan, Ill. 
Denver, Colo. 
Hewlett, L.I., N.Y. 
Kansas City, Mo. 
Long Beach, Calif. 
San Diego, Calif. 
Greensburg, Pa. 
McKeesport, Pa. 
Mobile, Ala. 
Winthrop, Mass. 
North Bergen, N.J. 
Oak Ridge, Tenn. 
Mountainside, N.J. 
Warren, Ohio 
Glendale, Calif. 
Pasadena, Calif. 
New Orleans, La. 


Mr. Exxiorr. Some examples of cities which have gone to a 40-hour 
week while maintaining compensation for employees are Newark, 
N.J., Boston, Mass., Minneapolis, Minn., and Springfield, Mass. 

The experience of these cities as well as that of many others has 
been one of successful operation under such a provision. 

Nevertheless, in many cities, employers have stubbornly and un- 
reasonably frustrated efforts by the employees to achieve the 40-hour 
week through collective bargaining. 

Any claim by management that the further extension of the 40-hour 
week in this industry is impractical is unsound. Such a claim should 
be considered against the background of the historical evolution of 
working conditions in this industry. Virtually every attempt to 
improve the workers’ wages and working conditions has always been 
met by a contention by industry that the proposed improvement in 
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wages or the proposed working conditions would be impractical, or 
present serious difficulties. 

Such a claim was made when the employees suggested that they 
were entitled to vacations with pay. Industry similarly found that 
suggestion impractical. The fact is, however, that workers who a 
quarter century ago never received a paid vacation have progressed 
to the point that in many instances they receive four weeks’ paid 
vacation. 

History has shown that the improvements that management alleged 
were impossible are now established and recognized working 
conditions. 

Actually, the contention that scheduling problems in the transit 
industry make a 40-hour week provision impractical has been dis- 
proved by the historical development of the 8-hour day in the industry. 

In substance, scheduling in the transit industry is a daily problem, 
not a weekly problem. The 8-hour day, with overtime after 8 hours, 
was opposed just as strenuously when it was introduced as the intro- 
duction and extension of the 40-hour week is opposed by management 
today. 

Management similarly argued that scheduling problems would 
make it impossible to establish an 8-hour day without increases in costs 
so great as to render the conduct of the business unprofitable. 

Again, despite such claims, the 8-hour day was instituted through 
collective bargaining or arbitration, with an almost uniform history 
of successful operation under such provisions, and today is the pre- 
vailing practice. Management resisted limitations on the spread of 
hours over which an employee may work with the same stale claim 
of impracticality. 

Nevertheless, the spread of hours has been progressively and suc- 
cessfully shortened. Industrial history demonstrates that manage- 
ments’ claims of impracticality are unsupportable. 

We feel confident that you will find such contentions untenable. 

The requirement of pay of time and one-half for all work in excess 
of 40 hours is now virtually a standard working condition in American 
industry. It is the practice in communications and public utilities. 
It is the overwhelming practice in continuous process industries. It 
is followed in many transportation industries such as airlines. The 
non operating employees on the railroads have such a provision. The 
operating problems of the railroad industry are similar to those in the 
local transit industry. 

We think it inequitable that so many employees in the transit indus- 
try do not enjoy a 40-hour week while so many railroad and public 
utility employees do. 

The transit industry has a disappointing history of evasion and 
broken promises in connection with the continued extension of the 40- 
hour week. 

At the time the Fair Labor Standards Act was passed a claim was 
made by the industry that its financial condition was so poor that the 
reduction in working hours to 40 could not be accomplished with main- 
tenance of take-home pay. 

The industry pledged, however, that it would establish the 40-hour 


— through collective bargaining as soon as circumstances made it 
easible. 
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During World War IT the transit industry made large profits, re- 
placed a great deal of its equipment, and substantially improved its 
financial position. When the union sought, before the War Labor 
Board, at that time, to have the industry honor its pledge to provide a 
40-hour week, the industry once again resisted the establishment of the 
40-hour week. 

The War Labor Board, because of the stabilization program, re- 
fused to award the 40-hour week in a dispute case. It was the opinion 
of the Board that the necessary reduction in hours could not be ef- 
fectuated because of the manpower shortage. 

At the War Labor Board hearing representatives of the industry 
stated that they favored a 40-hour week, and would institute it when 
the manpower situation permitted. After the end of the war man- 
power became available. The industry has, nevertheless, continued to 
oppose the 40-hour week. 

We wish to point out once again that there is no industrywide col- 
lective bargaining in the transit industry. There are, rather, hun- 
dreds of relatively small operations. Collective bargaining is, in 
most cases, on individual company basis. In view of these facts and 
in view of the unjustified resistance of the industry, it is clear that the 
40-hour week cannot be achieved throughout the industry by collective 
bargaining for years to come. 

The elimination of the exemption from the overtime provisions of 
the act, found in section 13(b) (1) concerns employees of the over-the- 
road portion of the transit industry. These employees are now cov- 
ered by the minimum wage provisions of the act, but not by the over- 
time provisions. 

The original basis for the exemption was the power of the Interstate 
Commerce Commission to regulate hours for purposes of safety. That 
consideration has long since become irrelevant; these employees, too, 
are likewise entitled to share in the achievement by other American 
workers of the 40-hour week. 

They likewise are entitled to more leisure time, more opportunity for 
family, social, and community life. They should not be treated as 
second-class citizens. 

It should be noted that the transit industry has been covered by both 
the Wagner Act and the Taft-Hartley Act. Congress has deemed 
the labor relations of the industry to be important to commerce and 
has applied the national labor policy to employers and employees in 
the industry. The national policy of the Fair Labor Standards Act 
should similarly be applied to transit employers and employees. 

We urge you to adopt the provisions of S. 1046, and we say once 
again that the transit worker deserves equal protection of the law. 
Transit workers want statutory discrimination against them ended. 

Mr. Chairman, we appreciate the time that you have given us to 
appear before your committee and want to say if there are any ques- 
tions that you have on your mind, we would be most happy to endeavor 
to answer them. 

Senator Yarrorovex. Mr. Elliott, are the exactions on an operator 
of a street railway or motor bus in the transit. industry in an American 
city, lighter than on a worker in other industrial employment? Are 


the conditions of work such that he has to be less alert, than the worker 
with machines in a factory ? 
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Mr. Extior. I would say no, sir. Quite the contrary would be true. 
The conditions imposed upon the transit worker most certainly re- 
quires more alertness and more strain and stress on the employee. — 

Senator YarsoroucH. Would you say that the strain on him is 
such that the necessity for a 40-hour workweek would be as great 
in his ease as in the case of other industrial workers? 

Mr. Exuior. Yes, sir, I would say more so. 

Senator YarsoroueH. Your statement, of course, will be printed in 
the record. Not being a member of this subcommittee, I won’t indulge 
in extensive questioning, because the subcommittee will of course go 
into this thoroughly before reporting to the full committee. 

Thank you for your statement. 
(The following letter was subsequently received for the record :) 


AMALGAMATED ASSOCIATION OF STREET, ELEcTRIC RAILway & 
Moror CoacH EMPLOYEES OF AMERICA, 
Washington, D.C., May 15, 1959. 
Hon. JoHN F. KENNEDY, 
U.S. Senate, Washington, D.C. 

DeaR SENATOR KENNEDY: During the course of the hearings before your Sub- 
committee on Labor, on Monday, May 11, 1959, on S. 25, S. 141, S. 1046, S. 1116, 
and S. 1470, there was introduced for the record a statement on behalf of 
Schuylkill Valley Lines, signed by Thomas Conway, Jr. The statement was 
offered by Mr. George W. Anderson, appearing on behalf of the American 
Transit Association. 

Mr. Conway states that in connection with the negotiation of the current 
collective bargaining agreement, Major Whalen, of the company, “conferred with 
Mr. John M. Elliott, executive vice president of the Amalgamated Association, 
concerning the demands made by the local. * * *” Subsequent assertions in 
Mr. Conway’s statement purport to record what I said to Major Whalen, par- 
ticularly with respect to a proposed reduction in the workweek. 

The testimony thus given to your subcommittee is in error. I did not make 
the statements attributed to me. I did not confer with Major Whalen regard- 
ing the employees’ request for a reduction in the workweek, or any other 
request in connection with the current collective-bargaining agreement. I did 
not participate at any time in the negotiations for that agreement. 

I respectfully request that this statement be made a part of the record. 

Very truly yours, 
JOHN M. ELLIorrt, 
Executive Vice President. 









Senator YarsoroucH. The next witness is Mr. Benjamin R. Miller, 
director of the Industrial Relations Department, American Trucking 
Associations, Inc. 


STATEMENT OF BENJAMIN R. MILLER, DIRECTOR, INDUSTRIAL 
RELATIONS DEPARTMENT, AMERICAN TRUCKING ASSOCIATIONS, 
INC, 












Mr. Miter. Mr. Chairman, I hope to be brief. For that reason I 
would like my statement included within the record. 

Senator Yarsoroueu. Mr. Miller, it will be printed in full and you 
may present it in such way as you deem best. 

Mr. Mitier. Mr. Chairman, my name is Benjamin R. Miller. I 
am director of the Industrial Relations Department of American 
Trucking Associations, Inc. Our offices are located at 1424 16th Street 
NW., Washington, D.C. 

Most of you are probably familiar with our organization but, for 
the record, I would like to state that it is the national trade associa- 
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tion of the trucking industry. ATA represents all types of motor 
sarrier, both for-hire and private, and has affiliated associations in 
48 States and the District of Columbia. 

It is our understanding that this subcommittee has before it for 
consideration, Senate bill 1046 and related bills to amend the Fair 
Labor Standards Act. We are here today to place on record the 
opposition of the trucking industry to section 9(b) of S. 1046. 

That section, if enacted, would amend section 13(b) (1) of the act 
so as to eliminate the present Motor Carrier Act exemption from the 
overtime provisions of the wage and hour law—an exemption for 
which the Congress has recognized a need since the birth of the act 
in 1938. 

In brief, the Motor Carrier Act exemption is an extremely narrow 
one. It relates solely to the overtime provisions of the Fair Labor 
Standards Act and is only a partial one at that. The exemption 
applies to only four specific job classifications in the trucking industry. 

We are not, as is trucking’s chief competitor, the railroad industry, 
completely exempt from the overtime provisions of the act. Further- 
more, we do not ask such an exemption. 

Neither is the trucking industry exempt from the minimum wage 

rovisions of the act, nor do we here plead for such an exemption. 

mployee earnings in our industry are among the highest in the 
country and far exceed the minimum wage required by law. 

Our only plea is that this considerably limited and now well-defined 
overtime exemption now afforded four basic employee classifications 
in trucking be maintained. 

Section 13(b) (1) of the FLSA, as it is today, provides an exemp- 
tion from the overtime provisions of the wage and hour law for “any 
employee with respect to whom the Interstate Commerce Commission 
has power to establish qualifications and maximum hours of service 
pursuant to the provisions of section 204 of the Motor Carrier Act 
of 1935.” 

That act provides that it shall be the duty of the Interstate Com- 
merce Commission to regulate carriers by motor vehicle as provided 
in the act, and “to that end the Commission may establish reasonable 
requirements with respect to * * * qualifications and maximum hours 
of service of employees, and safety of operation and equipment.” 

As determined by a series of court and ICC decisions, the exemption 
is applicable only to those employees whose job duties center on 
activities in a class of work defined as that of a driver, driver’s helper, 
loader, or mechanic, and then, only if their work “directly affects the 
safety of operation of motor yokithia on the public highways in trans- 
"seme in interstate or foreign commerce within the meaning of the 

otor Carrier Act.” * 

It is this limited exemption which S. 1046 would needlessly and 
without cause abolish. It is the position of the trucking industry that 
there is no justification whatever for the removal of the Motor Carrier 
Act exemption of the Fair Labor Standards Act. 

_ The necessity, to motor carriers, for retaining the exemption in sec- 
tion 13(b) (1), and for continuing the authority of the Interstate Com- 
merce Commission over qualifications and hours of service for certain 


1 See Pyramid Motor Freight Corp. v. Ispass (330 U.S. 695),; Levinson v. Spector Motor 
Service (330 U.S. 649) ; Morris v. McComb (332 U.S. 422). 
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trucking employes has not lessened: in all the 24 years in which the 
ICC has had such jurisdiction, and the 21 years in which the FLSA 
has been in effect. 

The trucking industry’s position as to why the Motor Carrier Act 
exemption should be retained is based on five basic facts: 

1. The Motor Carrier Act exemption does not impair the purpose 
of ine Fair Labor Standards Act, 


The vital need for motor carriers flexibility precludes a standard- 
ol workweek in the trucking industry, 


3. Complex wage structures in the trucking industry necessitate the 
overtime exemption, 


4. Industrial strife would result from removal of the Motor Carrier 
Act exemption, and 


». Absolutely no one in labor, management, or the public, would be 
benefited by removal of the Motor Carrier Act exemption. 
We shall now establish the veracity of these five factors. 
I. Motor Carrier Act exemption does not impair purpose of FLSA. 
Looking first to the fact that the trucking industry’s slight exemp- 
tion to the FLSA does not impair the purpose of the act, it should be 
noted that when Congress provided the Motor Carrier Act exemption 


in 1938, it must have concluded that the trucking industry was not one 
the act was attempting to reach. 


As stated in the preamble of FLSA, the statute is geared to reach 
those industries having “labor conditions detrimental to the mainte- 
nance of the minimum standard of living: necessary for health, effi- 
ciency, and general well being of workers.” 


Trucking is an industry which provides high wages. If the earn- 
ings of trucking employes were above standard in 1938, they are even 
more so today. Wage increases and earnings in this industry have 
far outstripped many others in the intervening years. In proof of 
that statement we attach hereto three charts which indicate the average 
earnings of trucking industry employes as compared to average wages 
of employees in other major industries (See pages 283-285). 


The first chart is based on U.S. Department of Commerce data. The figures 
show that the 1957 earnings of trucking employees increased $196 over the pre- 
vious year and reached a new peak of $5,261. These Government statistics also 
show that the average employee in the trucking industry in 1957 had an income 
approximately 10 percent higher than employees in manufacturing and 19 percent 
higher than others in private industry as a whole. 

Comparable 1958 data will not be available from the Government for several 
months. However, we can assure you the upward trend continues. Our in- 
dustry’s wage rates have automatically increased by a substantial amount under 
the terms of its major labor agreements. It is significant to your consideration 
and record that these appendixes do not indicate the complete story in that truck- 
ing employees have enjoyed three increases since 1957. On February 1, 1958, 10 
cents per hour was added to their then hourly rate. On August 1, 1958, trucking 
employees’ wages were again increased through cost-of-living adjustments which 
added 3 cents to the employees’ hourly rate in addition to three-fourths of a mill 
per mile. Five months later, trucking employees received still another wage in- 
crease. On February 1, 1959, trucking employees’ hourly wage rates were again 
increased by 7 cents under their labor contracts. 

The other two charts were prepared for recent contract negotiations of the 
Central States area over-the-road labor agreement which covers some 5,000 com- 
panies and 40,000 employees. One (chart 2) shows intercity drivers’ weekly 
earnings were $144.27 compared to $89.80 for production workers in the same 
area. The other (chart 3) shows drivers’ average hourly earnings—not wage 
rates—were 82 cents an hour above production workers in the same area. These 
charts illustrate the striking fact that the truckdrivers, without statutory over- 





TO AMEND THE FAIR LABOR STANDARDS ACT 


time, would still have earned 67 cents more per hour than production workers 
who might have an equivalent workweek with overtime after 40 hours. Today, 
almost 2 years later, this figure is considerably higher. 

Wage rates of more than $2.53 per hour are prevalent in trucking today and it is 
not uncommon for a truckdriver to earn over $8,000 per year. Moreover, he 
enjoys liberal paid vacations, holidays, health and welfare insurance, and has 
established pensicen rights among other emoluments. Since these compensations 
have come about despite the Motor Carrier Act exemption, it follows that the em- 
ployee wage rates have been satisfactorily adjusted to offset the necessity of longer 
hours required by trucking’s public service nature. 

It also follows that these highly paid employees enjoy a higher standard of 
living than those whose compensation meets the act’s minimum wage of $1 per 
hour or even the proposed increase to $1.25 per hour and are covered by its over- 
time provisions. Therefore, it is obvious that there are no detrimental wage and 
hour conditions in trucking and the Motor Carrier Act exemption has not and 
does not impair the purpose of the act. 


II. VITAL NEED FOR MOTOR CARRIER FLEXIBILITY PRECLUDES STANDARDIZED WORK 
WEEK IN TRUCKING INDUSTRY 


Congress in establishing the Motor Carrier Act Exemption and having re- 
fused to modify it through the years, rightly recognized that motor carriers are 
a public service industry entirely dependent upon the requirements of the public 
they serve. As such they have no control over “production.” Motor carriers 
operate “round the clock.” They do their work before and after the manufac- 
turer or producer or seller or user opens or closes his establishment. By the 
very service nature of their operations, motor carriers’ workloads are tied 
directly to the short turn or even seasonal rise or fall of the business of those 
they serve. 

As an example, agricultural products and livestock are important sources of 
revenue to a large number of carriers. However, these carriers have no control 
over when or in what amounts such shipments must be moved. Therefore, they 
must be sufficiently flexible to cope with such movements. Another example 
may be found in shipments required by various Services within the Defense 
Department. Motor carriers cannot always have advance information on such 
movements and must therefore be able to readily adapt to transportation needs. 
So it is with the delivery of raw materials or finished products. The time element 
or volume is publicly controlled. 

Flexibility and availability of service have made the trucking industry a vital 
and significant servant of our Nation’s commerce. In fact, it has been said that 
motor carriers have made much of our Nation’s commerce possible. 

As stated before, Congress has continued to recognize this public service 
aspect of motor carriers in maintaining the overtime exemption for motor 
carrier employees whose work-week cannot be made to fit a standard pattern. 
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Ill. COMPLEX WAGE STRUCTURES IN TRUCKING INDUSTRY NECESSITATE 
OVERTIME EXEMPTION 


The wage structure which has developed within the trucking industry is ex- 
tremely complicated. To the uninitiated, it can seem hopelessly confusing. 

Road drivers are for the most part paid on a mileage or trip basis. However, 
drivers’ wage rates vary with different types, sizes, and weights of trucks. They 
change with the distance traveled, the terrain covered, the road speeds, the cli- 
mate, and many other factors. (Please see excerpts from labor agreement— 
appendix. ) 

The industry’s mileage rates are further complicated by involved minimum 
guarantees establishing a floor for driver earnings often well above the rate 
received if computed on a straight mileage basis. 

For example, regardless of the number of miles driven on “through runs,” 
there is a guaranteed 8 hours pay if that driver begins work. On so-called “turn- 
around runs,” the guarantees become quite involved. I again refer you to the 
appendix. 

On “subsequent runs,” in the same workday, the employee receives the estab- 
lished daily guarantee for the first run and additional graduated guarantees for 
all runs thereafter. These “subsequent run” guarantees vary from a minimum 
of 6 hours’ pay to a maximum of an additional 8 hours’ pay. 

So-called multiple leg runs, the most remunerative of the established guar- 
antees, gives the men one-half the appropriate mileage guarantees for each leg 
of the operation regardless of the number of legs driven. An excerpt from the 
Central States agreement covering these multiple leg operations is also included 
in the appendix. 

On top of all of this, road agreements provide a penalty rate for such things as: 
breakdown, pickup and delivery, layover, blockades, snow time, scale time and 
fuel and check time, in addition to loading and unloading. 

The impossibility of determining an hourly rate for overtime purposes can 
easily be seen by computing a fictitious hourly rate on the basis of the speed 
limits established in the area. 


CHART 1.—Annual income of employees engaged in trucking and selected 
industries, 1947-57 * 
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1 The information contained herein consists of the annual wage data released by the U.S. Department 
of Commerce and is based on the Department’s original studies. 
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CHART 2.—AVERAGE WEEKLY EARNINGS 
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Mr. Mixer. This is true throughout the entire Southwest, including 
as well the State of the chairman. 

For example, men driving single axle units in any of the 12 Central 
States receive, aside from their guarantees, a mileage rate of 8.775 
cents a mile after including their cost of living increment. In an 
industrial area assuming speed limits of 20 miles an hour, their rate 
would be $1.755 an hour; in another area at 30 miles per hour, their 
rate becomes $2.631, ; and in the sparsely settled areas, and at 40 miles 
per hour, they would be paid $3.51 an hour. 

Those men driving double bottoms or combination units presently 
receive 10.175 cents a mile in the same area. At 20 miles per hour, 
their rate would be $2.035 per hour; at 30 miles per hour, $3.0514 an 


hour; and at 40 miles per hour, they would receive $4.07 an hour. It. 


must be noted that any given driver might drive two different types of 
equipment with different mileage rates on runs involving at least two 
or three different driving speeds in the same day. 

And this might be through runs, turn around runs, subsequent runs 
or multiple leg runs or combinations of them. 

Additionally such contracts as the California long-line agreement 
provide a payment of penalty miles, that is, an additional increment 
to the established mileage rates for trips over a specified number of 
miles. 

New England carriers pay their road employes under labor agree- 
ments on a trip rate basis. The pay hours for each trip were estab- 
lished long ago and were determined by the following formula: 

First 10 miles of a one-way trip, one hour; last 10 miles of one-way 
trip, one hour; with the remaining distance at one hour for each 20 
miles. This mileage was computed in units of 10. 

But even these trip rates were not based on actual hours worked— 
a trip rate of 10 hours’ pay might be given for a trip of only 7 hours 
driving time. 

I have in these examples merely touched upon a few of the major 
guarantees existing today in the trucking industry road agreements. 

I believe though that they will illustrate the involved method of 
determining the pay rates in trucking and point up the utter impossi- 
bility of computing wages on the basis of time and one-half of a 
nonexistent hourly rate after 40 hours of work. 

It should be reemphasized that this complicated wage structure has 
been put into delicate balance over a period of years through free 
collective bargaining and would be completely disrupted if Congress 
were to remove the Motor Carrier Act exemption. 

4. Industrial strife would result from removal of Motor Carrier 
Act exemption. 

Trucking is a highly unionized industry. Over 90 percent of the 
personnel in the exempt employe classifications are covered by collec- 
tively bargained labor agreements between the truck operators and 
the International Brotherhood of Teamsters or the International As- 
sociation of Machinists. These labor organizations are two of the 
five largest in the United States. They are known to be hard bar- 
gainers. To them can go much of the credit for the high pay of our 
industry’s employes. 

Since these unions are well organized, militant, and powerful, the 
employees they represent do not need the protection of the FLSA. 
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The labor agreements will evidence that. It is obvious that where 
the labor agreements to not require overtime pay after 40 hours that 
the union has recognized the impossibility or impracticability of in- 
sisting upon it. It is equally obvious that the unions have demanded 
and obtained other considerations for those they represent to more 
than offset any return available through statutory overtime. 

Labor agreements, covering the vast majority of intercity employees, 
while not containing overtime pay provisions, do grant such benefits 
as high mileage rates, guaranteed trip rates and liberal layover allow- 
ances. Also as noted above, it is not uncommon for labor contracts to 
contain daily and weekly guarantees. 

Is it conceivable that the powerful Teamsters’ Union would forego 
overtime pay for its membership if it was to their advantage and if it 
was feasible for the industry to pay it? Experience indicates other- 
wise. Significantly, it should be noted that no labor union in the 
trucking industry to our knowledge has sought removal of the Motor 
Carrier Act exemption. 

Most of the employees under consideration here are covered by 
multiemployer labor agreements involving all trucking in a city, State 
orarea. One contract covers all road drivers in some 12 States. These 
contracts are, in the main, long-term agreements, effective for periods 
of from 3 to 6 years. 

They are apparently doing quite well. 

They were not come by easily. Hard collective bargaining brought 
them about. In New England they resulted from a 6-week strike. 
The 11 Far Western States were nearly paralyzed for 6 weeks by 
strikes and lockouts in the process of bargaining in that area. 

In those circumstances where labor and management have found it 
possible and practical to apply overtime pay after 40 hours they have 
done so only after consideration of many factors. 

The most important was the development of a formula for an orderly 
step down in weekly hours, whereby employees, other than road 
drivers, would obtain a weekly guarantee to protect them from a reduc- 
tion in pay and their employer would have some 3 years to adjust his 
operations. 

This is illustrated by the following clause of a 6-year labor agree- 
ment in the Central States : 

Fighty-five percent of the regular employees shall be guaranteed the hours 
prevailing in the workweek when it is more than a 40-hour workweek until such 
time when, as a result of the application of the formula, the workweek is re- 
duced to an 8-hour day and 40-hour week at which time the standard guaranteed 
workweek shall be 40 hours per week * * *. 

Here then is a clause which recognizes the practical impossibility of 
affecting an across-the-board workweek reduction to a standard of 40 
hours. It came through hard collective bargaining without a strike 
or lockout. 

We are convinced that neither labor nor management would want to 
renegotiate their long-term agreements for no real purpose except to 
engage in industrial strife. We do not believe that Congress would 
wish that to happen either. The peaceful relations now enjoyed by 
labor and management in the trucking industry must not be jeopar- 
dized by elimination of the Motor Carrier Act exemption. 

5. Absolutely no one would be benefited by removal of the Motor 
Carrier Act exemption. 
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No beneficial purpose would be accomplished by removal of the 
exemption. Removal would only serve to cause confusion and incon- 
venience of hardship to employees, employers and the public. We 
believe that absolutely no one would gain by it. 

The employees surely would not gain by removal of the limited 
overtime exemption. Rather, they might face a reduction of take- 
home pay. Nor would trucking companies be benefited. 

Instead they could suffer loss of business to competing forms of 
transportation which are completely exempt from FLSA. The pub- 
lic in turn would suffer in that higher shipping rates might result 
from removal of the exemption. In this regard, it should be noted 
that nearly all goods are shipped at least in part by truck. 


Perhaps a simple hypothetical situation will illustrate the basis - 


of our reasoning. 

Assuming that a driver has a daily 8-hour run from his home 
terminal to a terminal in another city and that he returns every other 
day, that would give him a 6-day, 48-hour week. 

A requirement of overtime after 40 hours would force his employer 
either to reduce the driver’s workweek to 4 round trips of 32 hours 
with a resultant cut in his take-home pay or lower his straight time 
pay scale to offset the overtime cost. 

He could not possibly lay the man off at his away-from-home 
terminal after 40 hours. 

The employer’s other alternative would be to give this now highly 
paid driver 8 hours of overtime pay and request the ICC to increase 
his rates to the public. 

As we did indicate earlier drivers are not paid in this fashion and 
an hourly wage computation is next to impossible. Moreover the 
renegotiation of the labor agreement under which this driver might 
work would doubtless result in labor management strife. 

This hypothetical situation is much too simple, however, for the 
hours of work vary tremendously within a single company, depending 
on innumerable factors. An insurmountable problem would face the 
employees and employers were overtime pay required on two-man 
operations, sometimes called sleepers. 

Here will be found some of the highest paid drivers in our industry. 
Here also will be found the predominant type of agricultural hauling. 
And this is the type of equipment mostly used by household goods 
movers. 

Policing the overtime provisions in trucking would require an exten- 
sive specially trained force in the Wage-Hours Division of Govern- 
ment inspectors at substantial cost to the public—and for no 
understandable purpose whatsoever primarily because this is a highly 
technical field. 

We would suppose that is one of the many reasons why S. 1046 
would not ‘eliminate the overtime exemptions enjoyed by railroads. 
We could argue that trucking because of its peculiar operational prob- 
lems is even more in need of the exemption than its chief competitor. 
But it is our view that all forms of transportation require this 
exemption. 

Nothing can be gained by removal of this exemption and much can 
be lost. Industrial strife can be created. 
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We have briefly recited several fundamental reasons for retention 
of the Motor Carrier Act exemption which is now present in section 
13(b) (1) of the Fair Labor Standards Act. 

We have demonstrated that there is absolutely no justification for 
enactment of section 9(b) of S. 1046 as it now stands. Rather we 
have shown that inconvenience, hardship, and chaos would result from 
removal of the limited exemption to the overtime provisions of FLSA. 
Therefore, we respectfully and strongly urge that this subcommittee 
recommend that the Motor Carrier Act exemption be continued as it 
has been since 1938 when the Fair Labor Standards Act was enacted. 

(The documents referred to follow :) 


APPENDIX 


[Extract from Central States area over-the-road agreement] 


ARTICLE XXIV. MINIMUM GUARANTEES 
Section 1. 


The guarantees provided for by this agreement for each of the various runs 
described shall be the minimum pay for the performance of each of such 
described runs. 


Section 2. 


The present compensation for agreed upon runs shall not be disturbed except 
to be increased in accordance with the increases agreed upon in the 1958 nego- 
tiations. It is understood, however, that where the mileage rate is greater than 
any guarantee, such mileage rate shall prevail. It is further mutually agreed 
that where disputes regarding bona fide agreed runs are made, such disputes 
shall be referred to the Joint Area Committee for consideration and final decision, 
with the intent of substantiating and protecting all such established agreed runs. 


ARTICLE XXV. MILEAGE AND Hourty Rartes* 
Section 1. 


The rate of pay per mile for drivers on all runs other than peddle runs shall 
be as follows: 
Cents 
Single-axle units: per mile 


Effective Feb. 1, 1958 . 45 
Effective Feb. 1, 1959 LF 
Effective Feb. 1, 1960 . 95 

Tandem-axle units (4 axles): 

Effective Feb. 1, 1958 a 
Effective Feb. 1, 1959 . 95 
Effective Feb. 1, 196 2 

Tandem-axle units (5 axles): 

Effective Feb. 1, 1958 . 825 
Effective Feb. 1, 1959 . O75 
Effective Feb. 1, 1960 . 825 

Tandem-axle units carrying a cargo of 40,000 pounds or more and jeeps: 
Effective Feb. 1, 1958 
Effective Feb. 1, 1959 
Effective Feb. 1, 1960 

Double-bottom units or a combination of vehicles or units: 

Effective Feb. 1, 1958 
Effective Feb. 1, 1959 
Effective Feb. 1, 1960 


1In addition to the mileage and hourly rates shown above, there is a 3-cents per hour and 
%-mill per mile cost-of-living increment presently being paid all employees under this 
agreement. 
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Plus the following additional allowances: 
(a) When runs of tandem-axle units and jeeps carrying a cargo of 40,000 
pounds or more are paid on an hourly guaranteed basis the minimum hourly 
guarantee shall be: 

Per hour 
Riifeetive eh: 3, 1066s aoc i bi tii Se eee eateeisneticetedel $2. 50 
Effective Feb. 1, 1 


(vb) The rate for double bottoms or combinations carrying a cargo of 40,000 
pounds or over shall in no event be less than the mileage or hourly rates or 
guarantees for tandem-axle units carrying same cargo weight. 

(c) Time spent in making pickups and/or deliveries at points en route and 
intermediate terminals and time lost through delay in pickups and/or deliveries 
at intermediate terminals shall be paid for at the minimum rate of: 





Per hour 
Senne Wee, 2 Bien a ee ee a ae ee eunGdokeeme $2. 43 
etioe Wek: 1D  OOSR. oe eh ie ie soles de es oe oe 2.50 
SR TEIN Bs: RO is 5 ies ssc ch ss te a cc ete ai eal el a tae 2. 57 


Mileage pay shall be allowed for driving time in making pickups and/or 
deliveries at off-line points en route. 

(d@) When warheads, live ammunition, and similar items excluded from regu- 
lar tariffs are carried, the effective mileage and hourly rates be increased one- 
half cent per mile in the mileage rate and 15 cents on the hourly rate. Such 
increases are to apply only on driving time. 

Penalty rates shall apply to all types of ammunition, bombs, bullets, cannisters, 
cartridges, charges, clusters, dynamite, projectiles, rockets, shells, shot, shrapnel, 
warheads, powder, and flake TNT that carry the term fixed. (The penalty 
shall not apply to small arms ammunition carrying the term fixed.) 






ARTICLE X XVII. 























TURNAROUND RUNS 
Section 2. 

On turnaround runs within 60-mile radius from the home terminal and where 
the round trip does not exceed 120 miles, drivers shall be guaranteed a minimum 
of 6 hours’ pay at the above applicable rates per hour. However, such drivers 
shall receive an S-hour guarantee on such runs where a local union has been 
receiving an 8-hour guarantee for such short turnaround, or where the driver 
receives only one such short turnaround run in any one day. There shall be 
no free time on such short turnaround runs. 


Section 8. 


On turnaround runs exceeding a 60-mile radius or 120 miles round trip, but 
less than 190 miles round trip, drivers shall be guaranteed a minimum of 8 
hours’ pay in the first 10-hour period, plus pay for all additional time at the 
above applicable rates per hour. The 10-hour period shall include 1 hour meal- 
time to be taken at the point farthest-away-from-home terminal. The 2-hour 
allowance to obtain where driver is effectively released from duty. 


Section 4. 


On turnaround runs of 190 miles or more round trip, the above 2-hour free 
time allowance shall not apply, but the driver may be requested to take his 
lunch period for not to exceed 1 hour, and with no additional pay, at the point 
farthest-away-from-home terminal. 


Section 5. 


The above guarantees are for miles driven only. Where pay for miles driven 
only would be higher than the guarantee, the mileage pay will prevail. Addi- 
tional compensation at the above applicable rate per hour shall be paid for all 
time spent in performing work other than driving. 









ARTICLE XXVIII. THrRovucH RUNS 


Section 2. 

On all through runs of 1 mile up to 160 miles there shall be a minimum guaran- 
tee of 6 hours’ pay for miles driven only, and additional compensation for all 
time spent in performing work other than driving at the above applicable hourly 
rates. The minimum daily guarantee for all work performed shall be 8 hours’ 
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pay. By “all work performed” is meant driving time, pickup and/or delivery 
work and/or hook-up and switch time. 


ARTICLE XXIX. SUBSEQUENT RUNS 
Section 1. 


Where employee accomplishes two or more turn-around runs in the same day, 
whether of the same or different type, he shall receive the established guarantee 
provided for by this agreement, for the first run. In respect to the subsequent 
run, if the same is of more than 4 hours and less than 6 hours, he shall receive 
a second guarantee of 6 hours on such run. If of less than a 4-hour run, he shall 
receive the hourly or mileage pay called for by the operation. In determining 
whether a subsequent run is less than or more than 4 hours, all time spent by 
the driver on such run shall be included. 

If such second or third run is of more than 6 hours’ work, he shall receive 
the 8-hour guarantee on each of such runs over 6 hours. Where payment on the 
mileage rate will pay more than the hourly rate, the mileage rate shall prevail. 
The above guarantees are for miles driven only. 

Section 2. 
The foregoing shall not affect present Serene where the employer now 


pays 2 or more guarantees where employee performs 2 or more runs irrespective 
of length of time involved. 


ARTICLE XXX. MULTIPLE Lea RuNs 
Section 1. 


The multiple leg run is defined as a run which is not provided for in Articles 
XXVI, XXVII, XXVIII and XXIX, and on which a driver picks up or drops 
more than one trailer and returns to his home terminal in a tour of duty. On 
multiple leg operations, the driver shall receive for each leg of such operation 
one-half of the appropriate hourly or mileage guarantee, whichever is the 
greater for miles driven only. All work done en route shall be paid for in 
addition to the guarantee. 

Mr. Mitutrr. Mr. Chairman, I thank you for the opportunity to 
present our position here this morning. 

Senator YarsoroueH. Thank you, Mr. Miller for your statement. 
You certainly have a lot of facts in it. I have been following your 
testimony and also been observing the charts which you have annexed. 
The charts are very helpful also and they will all be printed in the 
record 

Mr. Mitzier. Thank you, Mr. Chairman. 

Senator YarsoroveH (continuing). For the benefit of the sub- 
committee, the full committee and the Senate. Thank you. 

Mr. Minter. Thank you. 

Senator YarsoroucH. The next witness is Mr. E. E. Furry, Presi- 
dent of Indiana Motor Bus Co. and member of the board of directors 
of the National Association of Motor Bus Operators. 


STATEMENT OF E. E. FURRY, PRESIDENT OF INDIANA MOTOR BUS 
CO. AND DIRECTOR OF NATIONAL ASSOCIATION OF MOTOR BUS 
OPERATORS 


Mr. Furry. Thank you, Mr. Chairman. I also have written testi- 
mony here that I would like to present, and will enlarge a little on it 
if I may. 

Senator Yarsorouan. We will not be able to sit after 12 o’clock 
when the Senate convenes, so you will have to be limited to the period 
prior to 12 o’clock and if the witnesses could condense their statements 


it would be helpful. 
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Mr. Furry. I will do the best I can, Mr. Chairman, to finish up at 12. 

My name is EK. E. Furry. I am a bus operator and I am president 
of Indiana Motor Bus Co., an intercity motor carrier of passengers 
operating 834 route miles in Indiana, Michigan and Illinois. 

I appear today on behalf of the National Association of Motor Bus 
Operators of which I am a director. 

This association, popularly known as NAMBO, is the national trade 
association for the intercity motor bus industry and I would like to 
make it clear that the intercity industry, hina it is similar to the 
transit industry in some phases, it is entirely different in others. We 
have different problems and different operational problems to cope 
with. NAMBO serves as spokesman for the vast majority of com- 


panies engaged in the intercity transportation of passengers, mail, 


baggage, and package express over all of the major highways of the 
country. This industry provides the only such services av: ailable to 
an estimated 40,000 communities scattered throughout the Nation. 

This statement is limited to one specific proposal in 8S. 1046 and 
similar bills, namely section 3(c) which, in effect, would eliminate the 
limited motor carrier exemption contained in section 13(b) (1) of the 
Fair Labor Standards Act and, by virtue of the proposed subsection 

(5) (4), would require the payment of wages at 114 times the regular 
alte rate to all employees of employers engaged i in motor bus opera- 
tions. 

6. Intercity bus industry now subject to minimum wage and only 
partly exempt from overtime provisions. 

It should be noted at the outset that all employees of intercity motor 
bus companies are currently subject to the minimum wage provisions 
of section 6 of the Fair Labor Standards Act. Approximately half 
of the employees are also subject to the overtime provisions of section 7 
since only those employees whose duties affect safety of operation, and 
whose hours of service are subject to regulation by the Interstate 
Commerce Commission are exempt under section 13(b) (1). In the 
case of bus operations this group includes only drivers and certain 
mechanics. 

This was provided by the Fair Labor Standards Act of 1938, and 
I would like to add this to the record. This is a colloquy which 
appears in the Congressional Record, 81st Congress, at page 7875 in 
which Senator Black was saying: 


It is my belief that it would be certainly unwise to have the hours of service 
regulated by two governmental agencies. I am further of the opinion that the 
Interstate Commerce Commission, since it has the power and has exercised 
it, should be the agency to be entrusted with this duty. So far as the pending 
amendment is concerned and so far as the concern of the amendment which is 
to be submitted by the Senator from New York, Mr. Copeland, with reference 
to certain employees in the aviation service who are now under the Railroad 
Labor Act, it is my own belief that both of the amendments should be adopted. 
There can be no doubt that the Interstate Commerce Commission has continued 
to regulate the hours of motor carrier drivers under the past 22 years. The 
current regulations are contained in part 195 of title 49 of the Code of Federal 
Regulations, and they cover the maximum on-duty time and the maximum 
driving time of the drivers. 


So it is the drivers of our industry that are presently exempt. 
In order to evaluate the effect of such proposed extension of the 


overtime provisions of the Fair Labor Standards Act to the intercity 
motor bus industry, it is essential briefly to outline its characteristics. 


joe Ot CL 
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In the first place, the effect on the overall economy of applying any 
wage and hour requirements whatsoever to this industry obviously 
would be insignificant since the entire employment in this industry 
amounts to only about 52,000 or less than one-tenth of 1 percent of 
the total civilian labor force. Secondly, more than 1,500 of the 
oveeeeee.s ,100 enterprises eng: aged i in furnishing intercity bus 
transportation are in the category “of small business; they average 
only about 10 employees each and many of them are actually family 
undertakings in which the driving, the repairing and the office work 
are done by the proprietor and his relatives, none of whom is an 
employee in the usual sense of that term since they are shareholders 
or partners in the business as well as its only employees 

Approximately 37,000 of the industry’s total work force are em- 
ployed by the 150 larger operators s designated as Class I by the Inter- 
state Commerce Commission by virtue of their annual gross revenues 
of $200,000 or more. 

All of these 37 7,000 employees in addition to those employed by the 
small carriers, are already subject to the minimum wage provisions 
of the act and approximately half of the overall total are also covered 
by the overtime provisions since they do not fall within the exemption 
provided in section 13(b)(1). These employees are garage em- 
ployees, personnel, ticket agents and other terminal employees. 

It follows therefore, that the impact of eliminating the present 
limited overtime exemption would be primarily on the approximately 
17,000 drivers employed by the Class I carriers. 

7. Objectives of overtime provisions not logically applicable to 
presently exempt employees. 

The imposition of penalty overtime payments may be considered 
as having two objectives: 

(1) avoidance of execessively long hours without adequate 
compensation ; and 

(2) provision of an incentive to “spread employment.” For 
the reasons set forth below, neither of these objectives has proper 
application to intercity bus drivers. That substandard earnings 
are not involved is readily apparent from Interstate Commerce 
Commission records which show that these approximately 17,000 
drivers were paid an average of about $5,800 during 1958 for 
an average of about 2,080 hours or 40 per week. However, be- 
cause of the unique characteristics of intercity bus operations, 
as will be pointed out, the hours paid for are considerably in 
excess of hours ac tually worked. 

Because intercity bus operations are subject to wide seasonal fluctu- 
ations, an appreciable proportion of these drivers are employed only 
during peak months and are furloughed for the remainder of the 
year. “¢ ‘areful estimates by the carriers indicate that, if the earnings 
of these part-time employees are omitted from the calculations, the 
average earnings of the remainder of the drivers (i.e., those employed 
throughout the y year) averaged in excess of $6,500 during 1958. Nearly 
6 percent of the drivers of one carrier had earnings ranging from 
$8,000 to substantially more than $10,000. 

8. Overtime provisions of FLSA would have negligible effect on 
employment opportunities. 
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Primarily because of the seasonal character of bus operations, im- 

position of the overtime provisions of the act would have no appre- 
ciable effect on driver employment. Detailed analyses of operating 
schedules, driver assignments and related data show that application 
of a standard 40-hour week to driver schedules would result in an 
increase of about 8 percent in driver employment for about 24% months 
of the year. As measured in man-years, this would add less than 
seven-tenths of 1 percent to the total employment provided by the 
industry. 

Even this insignificant increase is wholly impracticable for a num- 
ber of reasons. The drivers now added to the rolls during peak 
months are attracted by the substantial earnings which they receive 
over a relatively short period. 

They would not be attracted if their potential earnings were reduced 
as would be necessary under a 40-hour limitation. In this connection 
it must be noted that the recruitment and training of drivers is not 
a simple matter. In addition to the very rigorous physical and other 
qanliheations required by Interstate Commerce Commission regula- 
tions, the available supply of candidates is further limited by other 
standards such as personality, aptitude and other characteristics upon 
which the carriers must insist in the interest of safety and public 
relations. 

Under present conditions many of the temporary drivers are avail- 
able for peak periods year after year. If their earnings were reduced 
as noted above, many of them would not be available and the carriers 
would be required to train drivers each year. Drivers must be able not 
‘only to operate their vehicles efficiently and safely ; they must be taught 
at least the basic mechanical aspects of the vehicles, they must learn 
the very involved ICC regulations as well as the laws and regulations 
of the States and municipalities through which they operate and they 
must learn the various bus routes. 

This training process is time-consuming and extremely expensive 
and ranges from $500 to more than $1,000 per driver. The expense of 
training substantial numbers of drivers each year would impose an 
extremely heavy financial burden on the carriers. At the same time, 
the ultimate effect on total employment opportunities would be com- 
pletely insignificant as already noted. 

9. Objectives of overtime provisions of FLSA have already been 
attained in intercity bus industry through collective bargaining. 

As already stated, the present average workweek for intercity bus 
drivers is not in excess of 40 hours. It is therefore logical to ask why 
the industry would be adversely affected by the application of the 
overtime provisions of the act to employees currently exempt there- 
from, principally drivers. 

A summary answer is comparatively simple. It would result in 
the pyramiding of statutory overtime payments upon a wage structure 
which now includes such allowances at least as liberal and probably 
more liberal than any which would result from payment of statutory 
overtime premiums alone. The ultimate result would be bankruptcy 
for a substantial segment of the industry, loss of essential bus service 
to hundreds of communities, and sharply reduced employment. 

Just as in the case of rail passenger operations, hours are no measure 
of production in the case of intercity bus operating employees. On 








TO AMEND THE FAIR LABOR STANDARDS ACT 295 


the contrary, the proper measure is miles driven, and intercity bus 
drivers, as In the case of train crews, are generally paid by the mile 
with additional allowances for a wide variety of special conditions 
which are encountered on individual runs. 

Buses must be operated when and where service is required by the 
public. Under their certificates of public convenience and necessity 
granted by the Interstate Commerce Commission and the State regu- 
latory authorities the carriers are required to provide such service. 

On a vast majority of intercity bus schedules, a driver’s 40 hours are 
almost certain to expire at some point other than his home base. Even 
on regular schedules this is likely to occur 25, 50, or more miles from 
his base. In the case of charter operations, on which the carriers are 
dependent for more than 7 percent of their revenues, the 40 hours 
might well expire when the driver is several hundred miles from home. 

Obviously a bus cannot be tied up and its passengers stranded when- 
ever the driver’s 40 hours have expired. It follows therefore that 
even With an average workweek of 40 hours some drivers work con- 
siderably fewer hours while others have longer weeks. Further the 
scheduled hours of individual drivers very often vary from week to 
week as illustrated below. 

In recognition of the unique operating conditions in this industry, 
the carriers and their employees, through the process of collective 
bargaining, have developed a highly specialized and complex structure 
of wages and working conditions which, in effect, constitute an adapta- 
tion of the basic objectives of wage and hour legislation to the peculiar 
problems in this industry. 

It is estimated that some 80 percent of the drivers here discussed 
are covered by such collectively bargained contracts and an analysis 
of the related practices on some of the unorganized properties shows an 
identical pattern, a development which would be expected as a result 
of competition for qualified drivers. 

That these conditions are satisfactory to the employees may be 
illustrated by two carriers, one organized and the other unorganized. 

In the former, 62 percent of the drivers have been with the company 
for 10 or more years and 16 percent have more than 21 years seniority. 

On the unorganized property, 75 percent of the drivers have been 
employed more than 10 years and 10 percent have from 26 to 30 
years of seniority. 

It should be borne in mind that the driver wage structure in this 
industry as suggested above parallels in many respects that which 
obtains with respect to operating employees on the railroads where 
conditions especially in passenger service have much in common with 
those of intercity bus operations. 

This being so, it is difficult to understand the provision in S. 1046 
which exempts rail employees but discriminates against the bus in- 
dustry by proposing to impose the overtime requirements on its drivers 
who operate and are paid on much the same basis. 

10. Characteristics of driver wage structure. 

To illustrate this general parallelism it is necessary to understand 
some of the basic provisions of the intercity bus driver wage structure. 
This will be done by an illustration involving a typical regular bus 
operation between two cities, A and B, located 140 miles apart. 
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A bus leaves A at 7:15 a.m. and arrives at B at 11:10 a.m. The 
next return schedule as determined by service demands leaves B at 
12:01 p.m. and arrives at A at 3:55 p.m. The same driver operates 
these two trips so that he is not required to remain away from home 
overnight. For this trip he is paid for 280 miles of driving (on the 

rast majority of properties, drivers are paid by the mile, not by the 
hour). 

Thus the driver’s duty time is 7 hours and 49 minutes while the 
total elapsed time is 8 hours and 40 minutes. The layover of 51 min- 
utes constitutes a relief period for the driver. In other cases, however, 
the layovers are longer because it is obviously impossible to schedule 
a return trip to fit driver hours; it must be operated at a time when 
service is needed. 

The rate of pay, however is the same. These various combinations 
of runs are posted on a bulletin board and the drivers, according to 
their seniority, bid the runs they prefer. 

Some drivers prefer the long layovers since they are relieved from 
duty between the hours of arrival and departure and are free to use 
the time as they wish. 

To this simple illustration must be added numerous other factors. 

1. If the total elapsed time between beginning the first trip of the 
day and finishing the last trip exceeds a specified period, an extra 
hourly payment is customarily made as a so-called “spread” or “lay- 
over” allowance. 

If a driver’s regular daily assignment or special charter results 
in less than a specified daily minimum, he nevertheless receives the 
specified amount as a “daily minimum guarantee” plus expense 
aon 

If a driver is requested to work on the sixth or seventh day (1.e., 
Gad his normal 5-day week) he is paid for all miles driven at 150 
percent of the applicable mileage rate. 

4. If the mileage on a regular run is temporarily increased appreci- 
wy by detours the dri iver is paid for the additional miles. 

On certain runs, particularly those which traverse densely popu- 
lated areas, traffic and other conditions make it impossible for a driver, 
paid by the mile, to operate sufficient miles to bring his earnings up to 
those of other drivers operating runs where higher speeds are possible. 
Where this occurs, drivers are paid on the basis of a negotiated trip 
‘ate which takes into account the miles, the time consumed and other 
necessary duties such as loading and unloading baggage, mail, and ex- 
press. Thus, for example, a driver operating an express schedule may 
be able to complete an 80-mile trip in less than 2 hours whereas a man 
operating a local schedule over the same route might require nearly 3 
hours. 

To pay both men the same rate per mile would obviously be inequi- 
table, hence the express driver is paid by the mile while the local driver 
receives a trip rate as noted above calculated and designed reasonably 
to gapete the earnings of the two men in terms of work performed. 

. In order to provide for charter movements, extra service in the 

‘ase of overloads, or to replace regular drivers on vacation or sick 
leave, carriers must maintain a so-called “extra board” equivalent to 
10 percent or more of the total driver personnel. The drivers on these 
extra boards are customarily paid varying amounts up to about $325 
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per month so long as they are available on call during the period. If 
the employee is not called, he is paid the full guarantee; any assign- 
ments are paid for at regular rates and deducted from the guarantee. 

Since saahiatiod proportions of the drivers work a 5-day week, pro- 
vision must be made for operating runs on the remaining 2 days and 
during vacation periods. These so-called relief or “jumper” runs are 
arranged in regular assignments. 

Thus driver A will operate driver B’s regular run on Monday and 
Tuesday of 1 week, driver C’s run on 2 days of another week and so on, 
producing, for example, an 8-hour cycle of hours as follows: 











| | | 
| Run No.| Hours | Minutes || Run No.| Hours | Minutes 

er — | ‘Poet thes. 

Ist week____......- | 1 44 | 0 || 6th week...........| 3 | 36 40 
OF EE, cin dnicains 2 | 44 | O || 7th week........-_-/ 3 36 | 40 
3d week.........__.] 3 | 36 | 40 || 8th week__.._____- 3 36 | 40 
46 WORM s 5 1. 3 | 36 | 40 | ——___—— $$ ; ————_— 
5th week... | 4 | 36 | 40 

| | 


Average _- --| : eat 38 | 30 
| 


I 


In this example, which is typical, under the proposal in S. 1046, 
this driver would have to be paid for 8 hours work at the overtime rate 
during the first and second weeks of the cycle despite the fact that his 
average weekly hours for the cycle (and, of course, for the entire year) 
are 114 hours below the proposed maximum and despite the fact that 
the wage structure of the industry has been developed to cover overtime 
work as outlined above. 

A second example will illustrate another phase of this problem. 








| | 

| Run No. Hours Minutes 
sc rcacit aT ai aaa —" os teint £ ; i ictenait eatin 

} | | 
WS WOO. .525:25.. 4 eae ee 1 46 | 0 
2d week 4 Seti ie i ns Sean 1 46 0 
on Wee. ie : lB Jib dos ck S sso eee aeons 1} 46 | 0 
éth week... 4.25246. er a nian spgtininnaetel 2 | 34 | 40 

CC aa ee ee oe ee 0s Allens tile caok ce te | 43 | 10 


Under the coverage as proposed in S. 1046, this driver would 
receive 11% times his regular rate for the first 3 weeks of the cycle for 
a total of 18 hours despite the fact that, on the average, he works only 
3 hours and 10 minutes above the 40-hour level. 

11. Application of overtime provisions to intercity bus drivers 
would result in chaos. 

There are many other illustrations which could be cited to indicate 
clearly that elimination of the current limited motor carrier exemp- 
tion would have one or more of the following results: 

1. Completely disrupt the complex wage and working conditions 
structure developed over many years of collective bargaining. 

2. Require a complete rescheduling of driver assignments resulting 
in reduced driver earnings, employee. discontent, and added reer uiting 
and training problems for the carriers with a totally insignificant 
effect on employment opportunities. 

3. Require the carriers to pyramid statutory overtime payments on 
the numerous and complex penalty payments and allowances already 
in effect (as i in the case of the railroads) with the ultimate result that 
many carriers would be forced out of business as will be shown. The 
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present level of driver earnings plus the fact that the hours for which 
drivers are paid currently exceed actual duty hours by 10 to 15 percent 
provide no justification whatever for additional premium overtime 
payments. 

During 1958, passenger miles reported by intercity bus operators 
showed a small decline over the previous year. Revenues increased 
slightly, however, because of long-overdue increases in fares. 

Further, the expense figures for the year do not provide a basis 
for a proper evaluation since they do not. fully reflect the effect of 
substantial wage increases negotiated on a substantial number of 
properties to be effective fairly late in the year. 

Nevertheless, 32 out of 142 class I carriers finished the year in the 


red and, for 48 others, expenses were 95 percent or more of revenues. 


Thus, according to Interstate Commerce Commission standards, 80 
carriers, or 56 percent of the total are in an unhealthy if not desperate 
financial condition, a fact which is a serious threat to the passenger, 
mail, and package express services on which thousands of commu- 
nities depend. 

The condition of most of the smaller carriers is very much worse 
as it has been consistently. 

Basically in my own words we have five major points that we would 
like to make. 

No. 1, the industry is now subject to the minimum wage provision 
and about half are covered by the overtime provision as I have already 
pointed out. Second, it is the drivers that we are primarily interested 
in to see that that exemption is not lifted. The overtime act is not 
logical in our opinion for the fact that, as I have shown here so far, 
the earnings of our drivers at the present time certainly would not put 
them in a second-class citizens’ status. 

Thirdly, because of the inherent situation of our industry, it is 
impossible for carriers such as ourselves to maintain a 40-hour week 
primarily because of our schedules leaving from one point to the 
other and at the end of the 40-hour week or at the end of an 8-hour day 
we would perhaps find our men 25, 30, or perhaps 100 miles from 
their home base. 

Fourth, I want to emphasize that the charter business has become 
a very important part of our industry in recent years, and it’s quite 
likely that the problems that would be involved in a charter business 
such as ours would be where a driver may leave his home base and 
may not be back for a matter of 7 or 8 days; it is impossible for him and 
for us to work him on a 40-hour week. 

Yet this man has all of the benefits of not only the rate per mile, 
which most of the drivers in cur industry are paid, rather than by an 
hourly wage. I mean our yardstick is measured by the rate per mile 
and they also have the benefit of many other provisions such as pen- 
sions, insurance, overtime provisions, minimum hours, days and mini- 
mum weekly pay and minimum monthly pay that have basically 
accomplished what an onvertime provision would have if it were in 
effect. 

Finally, I would like to state also that no matter what the hourly 
rates or the hourly provisions were, it would still be impossible for 


the over-the-road carriers such as ourselves to regulate our men to a 
40-hour week. 
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There would be only one alternative and that would be to increase 
their presently high pay. While precise figures are not available, the 
most conservative estimates based on 1958 operations indicate that 
imposition of the overtime provisions of the act on the intercity bus 
industry would increase the number of class I carriers who operated 
during that year in the red from 32 to about 70 or half the entire 
group. Net deficits under such circumstances would be virtually 
universal among the smaller carriers. 

In at least a dozen States and hundreds of municipalities the des- 
perate plight of the bus industry has been recognized and widespread 
relief granted, principally in the form of tax exemptions, in order to 
maintain the essential service which the carriers render. 

The most recent illustration is New York State which, despite a 
dire need for State revenues, has passed legislation relieving privately 
owned bus lines of taxes estimated roughly at $224 million annually. 


In signing the bills providing this relief, Governor Rockefeller 
stated in part 


Immediate action in this field is made necessary by the financial distress of 
our privately owned bus lines. The situation with respect to bus lines is severe. 
These bills constitute an immediate action program to revitalize our depressed 
transportation industry. 

The imposition of further wage costs on the carriers would obviously 
worsen an already serious situation, whatever be the amount involved. 

And, SO, as shown above, application of the overtime provisions of 
section 7 of the act on all bus employees is in nowise warranted by 
the existence of substandard wages, substandard hours and working 
conditions or denial of employment to others because of excessive 
hours. 

It follows that this request for continuation of the current limited 
exemption is not basically a plea of inability to pay although that fac- 
tor cannot be ignored. The annual earnings of intercity bus company 
employees, even when part time peak-period personnel is included, 
exceed the national average by 17 percent. They are clearly not 
second-class citizens as they have been sometimes characterized by 
labor spokesmen. 

The point here is that a large percentage of the present class I car- 
riers now are in precarious financial status and that if they were to be 
saddled with an hourly limitation such as proposed in 1046, we feel 
that the additional cost over and above the present negotiated contract 
srovisions which provides at this time with most overtime provisions 
venefits, that that pyramided on top of the present costs that we do 
have I would safely say would eliminate at least half of the ICC class 
I carriers as of today. 

As noted earlier, it is impossible to understand why, in view of the 
close parallelism between the wages and working conditions of inter- 
or bus drivers and those applicable to railroad operating employees, 

1046 would discriminate against the bus industry by proposing to 
climinate its present limited overtime exemption while specifically 
retaining the complete exemption for rail employees. 

Now, that briefly is our story, Mr. Chairman. I am sorry to have 
gone over. 

Senator Yarsorover. Thank you, Mr. Furry. I followed your 
statement as you gave it. You have raised a most interesting question 
about the status of the drivers who drive the charter buses. 
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Mr. Furry. It is very important. 

Senator Yarsoroucu. I presume we see about as high a percentage 
of those charter buses here as anywhere. 

Mr. Furry. I saw three of my own buses from South Bend, Ind., 
from my hotel window this morning. 

Senator YarsoroucH. Thank you for your statement. We have 
one other witness listed before noon and that is Mr. John Meyers, re- 
cording secretary of Local No. 225, in Jersey, the Transport Workers 
Union of America. Is Mr. Meyers here? 

Mr. Meyers, you can have your option. The subcommittee is going 
to recess until 2 o’clock. You can come back at 2 o’clock and make 
your statement, or if you can condense it I will stay over and listen to 
you. 


STATEMENT OF JOHN MEYERS, RECORDING SECRETARY, LOCAL 225, 
TRANSPORT WORKERS UNION OF AMERICA 


Mr. Meyers. Mr. Chairman and members of the committee, my 
name is John Myers. I am the recording secretary of Local 225, 
Transport Workers Union of America, AFL-CIO. I appear here 
today on behalf of the International Executive Council, Transport 
Workers Union of America, AFL-CIO, Michael J. Quill, president 
in support of the Kennedy-Morse bill (S. 1046) and the Roosevelt bill 
(H.R. 4488). 

The Transport Workers Union of America, AFL-CIO, is deeply 
appreciative of this opportunity to appear before your committee in 
support of this legislation. 

The Transport Workers Union of America strongly urges the en- 
actment by the Congress of the bills introduced by Senators Kennedy 
and Morse and by Representative Roosevelt to amend the Fair Labor 
Standards Act to raise the minimum wage to $1.25 per hour and to 
extend coverage of the overtime provisions of the act to all employees 
in the transportation industry. 

The many important reasons why the act should be amended to in- 
crease the minimum wage to $1.25 per hour need not be elaborated 
here since they have been already adequately stated by other repre- 
sentatives of organized labor. This memorandum is directed primarily 
to the provisions of the Kennedy-Morse-Roosevelt bills which would 
include all employees engaged in the transportation industry under 
the overtime provisions of the Fair Labor Standards Act. 

The Transport Workers Union represents many thousands of em- 
ployees engaged in passenger transportation throughout the country. 
Through collective bargaining agreements, we have steadily improved 
the wages, hours, and working conditions of these employees. 

The TWU position is based on solid ethical, social and economic 
grounds. It is unfair and inequitable to discriminate against em- 
ployees in the Nation’s largest industry, denying to them the full bene- 
fits of the 40-hour week which is now enjoyed by American workers 
as a national industrial standard, sound social and industrial practice 
recognizes that tension and fatigue factors are concomitant with the 
accelerated pace of industrial progress. Exemption of overwhelming 
numbers of workers in the transportation industry, more than 30 
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years after the establishment of this nationwide standard for the vast 
majority of American workers, is indefensible. 

The economic argument equally overrides the exclusion of these 
thousands of transportation workers from the full protection of the 
Fair Labor Standards Act. Phenomenal progress in productivity and 
efficiency has been accompanied by phenomenal technological prob- 
lems. Drastic mass unemployment, even greater than that now stalk- 
ing the Nation, would beyond doubt, have long since engulfed our 
Nation’s economy had it not been shored up by the provisions of the 
Fair Labor Standards Act. Current mass unemployment—a major 
concern on community, city, State, and national lev aggravated by 
unbridled automation, alarmingly underscores the need for the im- 
provement here sought in the act. 

The 40-hour week with time and a half for overtime, now prevailing 
practice in American industry, preceded its imposition, 21 years ago, 
on those industries covered under the act. The exclusion of these 
workers, here represented by the Transport Workers Union of 
America, AFL-CIO, was then and is now unwarranted. Continued 
exclusion in light of subsequent trends and economic upheavals, is 
inexcusable. We need not labor the point, other than to emphasize 
that these workers are now a glaring exception to otherwise national 
policy and practice, which in the Interstate Commerce Act i is defined 
“to encourage fair wages and equitable working conditions.” 

Enactment of the Kennedy-Morse-Roosev elt bills to cover all em- 
ployees engaged in the transportation industry under the overtime 
provisions of the Fair Labor Standards Act w ould eliminate the evils 
against which the Transport Workers Union of America, AFL-CIO, 
is here protesting. 

Employers engaged in the passenger transportation industry could 

no longer fall back on the fact that they were exempt from the Fair 
Labor Standards Act in refusing to provide overtime pay in collective 
bargaining contracts. The untenable practice of bus operators en- 
gaged in charter work, underbidding one another at the expense of 
their workers, would also be eliminated. 

In summation, there never was any valid reason why transporta- 
tion workers should have been excluded from the overtime provisions 
of the Fair Labor Standards Act. There are very special, cogent 
reasons, set forth herein, why the time for ending this exclusion is 
long overdue. 

<nactment of the Kennedy-Morse-Roosevelt bills will eliminate 
longstanding inequities as well as the undesirable and invidious brand 
of exploitation, especially with respect to charter work, which has 
prevailed in the passenger transportation industry. 

Mr. Chairman, that completes my prepared statement. By request 
of Mr. McClure, the chief clerk of this committee I have purposely 
attempted to make this statement as brief as possible. Thank you for 
this opportunity. 

Senator Yarsorovucu. Thank you. I notice you have also men- 
tioned the charter industry. 

Mr. Meyers. Yes, sir. 

Senator YArsorouGn. I regret that time doesn’t permit going into 
that this morning. Thank you for your condensation of your 
statement. 
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The subcommittee stands adjourned until 2 o’clock this afternoon, 
at which time witnesses will be heard on the logging exemption under 
the present law. 

(Whereupon, at 12:15 the hearing was recessed, to reconvene at 
2 p.m. of the same day.) 


AFTERNOON SESSION 


Present: Senators Clark (presiding), Randolph, and Cooper. 

Also present : Senator John Stennis, of Mississippi. 

Senator Crark. The subcommittee will be in session. Our first 
witness this afternoon is Mr. A. F. Hartung, president of the Inter- 
national Woodworkers of America, AFL-CIO. 

Is Mr. Hartung here? 

Mr. Harrunc. Yes, sir. 

Senator Crark. Will you please come forward and make yourself 
comfortable ? 

Do you have a prepared statement ? 

Mr. Harrune. Yes,sir. It has been submitted to the subcommittee 
ahead of time. 

Senator CLark. Yes, I have it here. I see it is pretty long, Mr. Har- 
tung. I wonder if we could place it in full in the record at this point 
with the stenographer, and then I will ask you if you will just hit 
the highlights on it if you will, Mr. Hartung. (See p. 307.) 

We have many witnesses we would like to hear this afternoon 
and I would appreciate your cooperation in giving us the essence 
of your case as quickly as you can, and I can assure you that the 
members of the subcommittee, of whom I am not one, will read your 
testimony with some care. 


STATEMENT OF A. F. HARTUNG, PRESIDENT OF THE INTERNA- 
TIONAL WOODWORKERS OF AMERICA, ACCOMPANIED BY L. J. 
HARVISON AND W. H. GARMAN 


Mr. Harrune. Thank you, Mr. Senator. I do have with me two 
gentlemen here, Mr. Garman on my left and Mr. Harvison on my 
right, whom I am going to ask to share my 20 minutes with me. 

Senator Ciark. We are happy to have you gentlemen here. 

Mr. Harruna. We are going to try to do the best we can to bring 
to you a picture of what we think is one of the most discriminatory 
pieces of legislation that is in the books today. 

I am going to ask Mr. Garman to leave a few pictures of where 
the workers live, if the Senator please. 

Senator CirarK. Do you wish to leave these pictures with us or do 
you want them back ? 

Mr. Hartung. Yes, sir. 

Senator Ciark. Then they will be filed with the record in this case 
but not made a part of it. 

Mr. Hartune. My name is A. F. Hartung. I am president of the 
International Woodworkers of America, an affiliate of the AFL-CIO. 
I am appearing before you as the spokesman for the 140,000 members 
of that union and in behalf of several hundred thousand workers who, 
to my knowledge, have no spokesman of their own. 
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In behalf of these people, particularly the latter group, we seek 
two amendments of the Fair Labor Standards Act as it 1s now written : 

First, we seek revision of section 6(a) (1) of the act so that it will 
pr ovide a minimum wage of $1.25 instead of a dollar an hour. 

Second, we seek outright repeal of section 13(a) (15) of the act 
which is the provision excluding from coverage of the act those em- 
ployees who work in logging operations with 12 or fewer people. 

What I want to do now is summarize the statement. 

We have pointed out that the primary area affected by amendment 
to the act will be in the Southern States. We point out that organiza- 
tion in the South is not as easy as it sounds. Our attorney tells us 
that we can run into trouble under the Sherman Antitrust Act on 
the one hand and provisions of Taft-Hartley on the other hand. 

Then we indicate the reason why employers oppose the amend- 
ments we seek. They cite the need for recordkeeping and supervision 
and the fact that low wages enables them to hire older and physically 
handicapped people. 

I would like to call the attention of the committee members that, 
on I believe it is the last page of the pictures I have handed you, 
you will see these people handling that wood, and I would like to 
have the Senators take particular note that no physically handicapped 
person could do that type of work. 

This is nonsense. There are no physically handicapped in the 
woods. If they are they should not be. Logging is the most hazardous 
occupation in the United States. Nor is there merit for the need for 
supervision. An operator knows within 5 minutes’ time how long 
it takes to cut a cord of wood. 

With respect to record keeping, we do not see why some operators 
should be given an unfair competitive advantage over others. We 
do not see why a person i 12 people could not keep his records 
as well as the person that has 13 or 14 or 15. 

I think that that is a very poor argument, and certainly I believe 
that the Senators are too smart to fall for that kind of a description 
by the employers’ association. Then we describe what goes on in the 
South. 

Timber owned lots are for the most part small owners averaging 70 
acres of land. Now we checked with the forest service and according 
to the forest service the average small lot owner in the United States 
averages less than 70 acres per person. Those type of people could 
cut that little wood, but they could get harvest off there each year by 
themselves. They tell me that it takes very good growing land in 
order to be able to cut a cord per acre per year. So the most that they 
could possibly cut would be about 65 or 70 cords. The individual lot 
owner would cut that mostly himself and probably hire someone with 
a truck to haul it in. So these people that the industry has made so 
much noise about in the past certainly are not what you could ¢all 
workers and would not become eligible under the wage and hour law, 
because they own the timber, they sell the timber and they can do with 
it what they want. 

They cut their own wood in their spare time. The source for this 
data is pointed out in our statement, our timber resources for America 
and the U.S. Forestry Service. The facts are that the alleged small 
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operators are a result of the exemption. Many operators have split 
their function into several parts in order to escape coming under the 
act. 

Then there are agents used by pulp and paper mills. We do not 
know if they have money invested but they make a lot of money. I 
again would like to refer to the photographs I gave you, the pictures 
of the owners and the middlemen being on the front pages in the 
pictures I presented to you. 

It is quite a contrast to the people that do the actual work. We do 
not know if they have money invested but they make a lot of money. 
The pulp mills pay decent wages to their own employees. But part 
of the price of the wood they pay is taken by the middleman, the agent, 
and the wages are depressed. I would like to point out that Masonite 
Corp., when they get that wood, the minimum wage for those workers 
is around about $1.60 an hour. 

They take that same piece of wood, they generally knock the bark 
out of it and from there on they handle it and run it through the 
plants and that is about the way it is handled in all of the other plants. 

I want to point out that without this raw material, those plants 
would be useless to their owners because there is no other way that 
they could get the raw material for it. And again I want to point 
out that the earnings of these paper plants and hard board plants are 
some of the highest of any type of industry in the United States, and 
there is absolutely no reason why these people should be treated as 
worse than slavery, which I think you will hear some direct testimony 
on from Mr. Harvison. 

In the statement there is a history of the wage industry in the South. 
Tt is clear they have never mov ed except with legislative direction. 
Then we show what wages were in 1955, 1956 and 1957. In the latter 
vears they ranged from $1.05 to $1.07 or thereabouts. These of course 
are the wages which are not the wages that we are talking about in 
these pulpwood cuttings because they make no such wages as that. 

In the last part of our statement we point out some prices which 
paper companies pay for wood. 

Theoretically the wood is bought and as a unit 93 times 4 times 8. 
But about 10 percent of the wood is disallowed because of crookedness 
or its size. Now when they bring in their loads of w ood, generally 
there is a lot of culling in each unit, but when the wood is culled, this 
culled wood is taken and it is run through the same grinder and 
through the same operation as the wood that the worker is paid for. 

In other words the cull wood they take for nothing. It is curious 
to understand that the wood that is disallowed disappears from the 
vard about the same time the freight cars pull out toward the mill. 
Then we point out what the costs are to some of the genuine small 
contractors. We indicate too that they pay their cutters about $1 a 
unit. In:some instances a cutter is only able to cut about one or two 
units a day. 

Finally we want to state to the committee that no economic dis- 
advantage will occur to anyone if the minimum wage for the hauling 
industry goes up at the same time. We believe higher wages are 


necessary for these people in these days when the cost of living i is at 
a record high. 
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Senator Crark. Mr. Hartung, let me interrupt to call your atten- 
tion to the figures which you have in your statement about sawmill 
workers’ and logging workers’ hourly earnings. 

Do you have more recent figures than 1956? 

Mr. Harrune. No, sir. These are the last figures that were put 
out by the Wage and Hour Division. In fact, it is the first set of 
figures that has ever been put out by the Department of Labor cover- 
ing the entire South, and we received them about 6 or 8 months ago. 
There was the first job and it took them quite a number of years to 
bring it out. 

Senator CLark. Thank you very much, sir. 

Mr. Harrune. At this time, Mr. Senator, I would like to call on Mr. 
Harvison to take a few minutes of your time here. He is one of the 
men that is a so-called contractor that works and does some of this 
work, and I would like to have him tell you what the conditions are 
that he works under briefly. 

Mr. Harvison. Iam Mr. Harvison from Mississippi. 

Senator CLark. What part of Mississippi ? 

Mr. Harvison. McClean, Miss. I am one of the so-called con- 
tractors. I think when we go in there with a load of wood, they have 
astake down there. Wego in there with a load of wood that measures 
four foot six. We get beat out of an inch and you take and go in 
there with it if it is under 5 inches they cull it. Down there at the 
yard it is hard to cut. We have to haul it anywhere from 40 to 50 
miles one way. 

In some cases where they furnish the cullers and the haulers, the 
trucks, they put them on the shorter haul and we haul for the middle- 
man. If he has got any trucks or anything that is available he puts 
them on, he won’t give it to us. 

Senator CiarKk. Go right ahead, sir. 

Mr. Harvison. We get $11 a cord for the wood delivered to the mill. 
We have to pay the stump: ige that runs anywhere from $2 to $3. We 
pay our cutters $4 where he furnishes his trimmer and his saw. That 
leaves the hauler $5 to pay his two men and his truck. 

Senator Crark. Thank you very much, sir. I think that gives us a 
fair picture of your work down there. 

Mr. Harrune. I would like to have Mr. Garman finish up for us 
here, 

Mr. Garman. I am Mr. Garman, international representative for 
the woodworkers, assigned to the State of Arkansas. I want to give 
some testimony in beh: uf of the pulp workers in these Southern States. 
I would like to explain just a little bit about the operation. 

These companies, as an illustration the International Paper Co., 
Masonite Corp. or National Gypsum Co.’s franchise this wood buying 
for these companies out to what they call buyers. These buyers then 
go into areas and get these contractors to cut this wood. 

Now this wood that these contractors cut are either cut generally 
now in these States on either company land or on Government- owned 
land. 

In these Southern States now the general percentage of the com- 
pany-owned or Government-owned land is about 80 percent of the 
timberland in this section of the country. 
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These people who they contract to cut and bring this wood into these 
yards have to furnish their trucks, which costs approximately $3,500, 
‘hey have to furnish a tractor to get the wood out of the swamps into 
the roads where they can get to them with a truck, which costs ap- 
proximately $2,800. They have to furnish a powersaw which costs 
about $500. They have to furnish binders on the trucks, which is a 
requirement of the law, which costs $25, a chain for these powersaws 
which lasts about 150 units, and a replacement of this chain is $12. 
They pay for stumpage to these companies $2 to $3 per unit when they 
go into the company-owned lands to cut the wood. 

Before they can cut it they have to pay to the owners $2 to $3 per 
unit for hardwood, $6 to $9 a unit for pine. When they are cutting 
on Government land they can secure this stumpage for $1 to $1.50 for 
hardwood and from $3 to $6 for pine. 

In addition to the cost of the equipment that these contractors have 
to furnish, they have to furnish, if they hire a cutter, and he furnishes 
his own saw they get $4 a unit. 

If they hire a tractor driver they pay him $6 a day. The loader and 
truckdriver, which is generally the owner or if they have to hire one, 
is paid $1.50 a unit. Without a saw they pay a cutter $2 a unit. In 
addition to these equipments that they have to furnish, they also have 
to keep up and keep repaired their own roads in and out of the woods. 
Most of this equipment that these haulers, that these contractors use, 
are bought by themselves. 

Generally these buyers are the people who have a franchise to fur- 
nish this wood to these haulers, they buy equipment for these con- 
tractors. These people who have this equipment that is bought by the 
buyer for the contractor generally always get the shorter hauls. 

The people who furnish individually their own equipment are put 
on 50- and 60-mile one-way trip hauls. For this work these companies 
pay $11 a unit for hardwood, $17 a unit for unpeeled pine, and $24 a 
unit for peeled pine. That is approximately the average price that 
they pay for this. 

Under certain conditions where the timber is scattered and where 
they have to haul this wood out of the swamps and by tractor and 
sometimes they have to load and unload their trucks as high as four 
times to get a load of logs into the paved road where they can get it to 
the mill, on a haul from 50 to 60 miles one way the average is two 
trips per day. 

That is a 14- or arn 18-hour day beginning at 4 o’clock and lasting 
until after nightfall. They also haul on these hauls approximately 
two units of wood, on one of these long hauls. So you can readily see 
that one of the contractors who protests some of the conditions that 
he has to work under, that he can readily be put out of business by 
putting on one of these long hauls whereby he can’t make expenses 
let alone any money out of it. 

I would like to point out to the Senator that this is not a small 
operation we are talking about in the South today. Publicly reported 
in the Arkansas Democrat and the Arkansas Gazette just 30 days ago 
or less than 30 days ago was a statement or an article stating that 62 
percent of the industrial payroll in the State was in the wood industry. 

That runs approximately that percentage in all of the Southern 
States who are in this pulpwood industry today. There is no more 











ov fe Se ee 


a 





TO AMEND THE FAIR LABOR STANDARDS ACT 307 


small farmer owners of land that have this plupwood, this lumber 
on it now. It has been bought up or been cut off by them. 

After it is cut off, generally this land is bought up by these companies 
and now approximately 80 percent of the land, of the timberland, in 
these States, especially in Louisiana, Mississippi, Alabama, and the 
State of Arkansas is owned by companies like International Paper 
Co. or companies of that type. 

I would also like to point out that these people that own this land in 
the Southern States today as an improvement factor for this land, 
getting the hardwood off, which has been considered for years a detri- 
ment to the land, that they are being paid, these companies are, from $6 
to $8 an acre for an improvement in getting the hardwood off. Then 
they use the hardwood in the mills. 

Senator Ciark. Thank you very much, sir, does that complete and 
pretty well cover what you have to offer ? 

Mr. GarMAn. Yes, sir. 

Senator Crark. Thank you a lot, Mr. Hartung. Glad to have you 
here. 

(The full statement by Mr. Hartung follows :) 


TESTIMONY OF A. F. HARTUNG, PRESIDENT OF THE INTERNATIONAL WOODWORKERS 
OF AMERICA 


My name is A. F, Hartung. I am president of the International Woodworkers 
of America, an affiliate of the AFL-CIO. I am appearing before you as the 
spokesman for the 140,000 members of that union and in behalf of several 
hundred thousand workers who, to my knowledge, have no spokesman of their 
own. In behalf of these people, particularly the latter group, we seek two 
amendments of the Fair Labor Standards Act as it is now written: 

First. We seek revision of section 6(a) (1) of the act so that it will provide 
a minimum wage of $1.25 instead of $1 an hour. 

Second. We seek outright repeal of section 18(a) (15) of the act which is 
the provision excluding from coverage of the act those employees who work in 
logging operations with 12 or fewer people. 

The major geographical part of the country that would be affected by both 
revisions of the law which we seek is the South. Close to 100,000 workers 
employed in sawmills would be affected. Another 20,000 employees of these 
companies engaged in logging operations would also be affected. Thousands of 
loggers who are not connected directly with sawmill operations would also be 
affected in the South, and we believe there is a sizable number of employees 
elsewhere in the country engaged in the logging industry who would thus be 
able to come under the protection and receive the benefits of the act. 

So there will be no misunderstanding, I want to state at the outset that a 
portion of our union, perhaps 5 or 6 percent of the membership, also has a direct 
stake in amendment of the act. These members work in a number of organized 
operations in the South where the minimum rate is below $1.25 an hour. Of 
course, opponents of revision of the act will urge Congress to leave the wages 
of their employees alone. They will say that they should be set according to 
the dictates of the marketplace. They will add, too, that if they wish, their 
employees always have the right to go out and join a union. 

Organizing into a union in the South is not as simple as it sounds. This is 
not a hearing on the Labor-Management Relations Act, however, so I shall not 
get into this subject at this time. 

During hearings before Congress in 1955, the National Lumber Manufacturers 
Association charged that the Fair Labor Standards Act is “fundamentally un- 
sound.” The association said, “We also are strongly opposed to any increase in 
the statutory minimum rate.” Congress, fortunately, refused to abandon the 
findings and declaration of policy which it adopted when it first enacted the 
Fair Labor Standards Act of 1938. In our opinion, it wisely refused to permit 
industry to revert to Ricardo’s “Iron Law of Wages,” the payment of minimum 
subsistence wages. 
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These people who they contract to cut and bring this wood into these 
yards have to furnish their trucks, which costs approximately $5,500, 
They have to furnish a tractor to get the wood out of the swamps into 
the roads where they can get to them with a truck, which costs ap- 
proximately $2,800. They have to furnish a powersaw which costs 
about $500. They have to furnish binders on the trucks, which is a 
requirement of the law, which costs $25, a chain for these powersaws 
which lasts about 150 units, and a replacement of this chain is $12. 
They pay for stumpage to these companies $2 to $3 per unit when they 
go into the company-owned lands to cut the wood. 

Before they can cut it they have to pay to the owners $2 to $3 per 
unit for hardwood, $6 to $9 a unit for pine. When they are cutting 
on Government land they can secure this stumpage for $1 to $1.50 for 
hardwood and from $3 to $6 for pine. 

In addition to the cost of the equipment that these contractors have 
to furnish, they have to furnish, if they hire a cutter, and he furnishes 
his own saw they get $4 a unit. 

If they hire a tractor driver they pay him $6 a day. The loader and 
truckdriver, which is generally the owner or if they have to hire one, 
is paid $1.50 a unit. Without a saw they pay a cutter $2 a unit. In 
addition to these equipments that they have to furnish, they also have 
to keep up and keep repaired their own roads in and out of the woods. 
Most of this equipment that these haulers, that these contractors use, 
are bought by themselves. 

Generally these buyers are the people who have a franchise to fur- 
nish this wood to these haulers, they buy equipment for these con- 
tractors. These people who have this equipment that is bought by the 
buyer for the contractor generally always get the shorter hauls. 

The people who furnish individually their own equipment are put 
on 50- and 60-mile one-way trip hauls. For this work these companies 
pay $11 a unit for hardwood, $17 a unit for unpeeled pine, and $24 a 
unit for peeled pine. That is approximately the average price that 
they pay for this. 

Under certain conditions where the timber is scattered and where 
they have to haul this wood out of the swamps and by tractor and 
sometimes they have to load and unload their trucks as high as four 
times to get a load of logs into the paved road where they can get it to 
the mill, on a haul from 50 to 60 miles one way the average is two 
trips per day. 

That is a 14- or an 18-hour day beginning at 4 o’clock and lasting 
until after nightfall. They also haul on these hauls approximately 
two units of wood, on one of these long hauls. So you can readily see 
that one of the contractors who protests some of the conditions that 
he has to work under, that he can readily be put out of business by 
putting on one of these long hauls whereby he can’t make expenses 
let alone any money out of it. 

I would like to point out to the Senator that this is not a small 
operation we are talking about in the South today. Publicly reported 
in the Arkansas Democrat and the Arkansas Gazette just 30 days ago 
or less than 30 days ago was a statement or an article stating that 62 
percent of the industrial payroll in the State was in the wood industry. 

That runs approximately that percentage in all of the Southern 
States who are in this pulpwood industry today. There is no more 
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small farmer owners of land that have this plupwood, this lumber 
on it now. It has been bought up or been cut off by them. 

After it is cut off, generally this land is bought up by these companies 
and now approximately 80 percent of the land, of the timberland, in 
these States, especially in cetalaae Mississippi, Alabama, and the 
State of Arkansas is owned by companies like International Paper 
Co. or companies of that type. 

I would also like to point out that these people that own this land in 
the Southern States today as an improvement factor for this land, 
getting the hardwood off, which has been considered for years a detri- 
ment to the land, that they are being paid, these companies ave, from $6 
to $8 an acre for an improvement in getting the hardwood off. Then 
they use the hardwood in the mills. 

Senator CiarKk. Thank you very much, sir, does that complete and 
pretty well cover what you have to offer ? 

Mr. Garman. Yes, sir. 

Senator Crark. Thank you a lot, Mr. Hartung. Glad to have you 
here. 

(The full statement by Mr. Hartung follows :) 


TESTIMONY OF A. F. HARTUNG, PRESIDENT OF THE INTERNATIONAL WOODWORKERS 
OF AMERICA 


My name is A. F, Hartung. I am president of the International Woodworkers 
of America, an affiliate of the AFL-CIO. I am appearing before you as the 
spokesman for the 140,000 members of that union and in behalf of several 
hundred thousand workers who, to my knowledge, have no spokesman of their 
own. In behalf of these people, particularly the latter group, we seek two 
amendments of the Fair Labor Standards Act as it is now written: 

First. We seek revision of section 6(a) (1) of the act so that it will provide 
a minimum wage of $1.25 instead of $1 an hour. 

Second. We seek outright repeal of section 183(a) (15) of the act which is 
the provision excluding from coverage of the act those employees who work in 
logging operations with 12 or fewer people. 

The major geographical part of the country that would be affected by both 
revisions of the law which we seek is the South. Close to 100,000 workers 
employed in sawmills would be affected. Another 20,000 employees of these 
companies engaged in logging operations would also be affected. Thousands of 
loggers who are not connected directly with sawmill operations would also be 
affected in the South, and we believe there is a sizable number of employees 
elsewhere in the country engaged in the logging industry who would thus be 
able to come under the protection and receive the benefits of the act. 

So there will be no misunderstanding, I want to state at the outset that a 
portion of our union, perhaps 5 or 6 percent of the membership, also has a direct 
stake in amendment of the act. These members work in a number of organized 
operations in the South where the minimum rate is below $1.25 an hour. Of 
course, opponents of revision of the act will urge Congress to leave the wages 
of their employees alone. They will say that they should be set according to 
the dictates of the marketplace. They will add, too, that if they wish, their 
employees always have the right to go out and join a union. 

Organizing into a union in the South is not as simple as it sounds. This is 
not a hearing on the Labor-Management Relations Act, however, so I shall not 
get into this subject at this time. 

During hearings before Congress in 1955, the National Lumber Manufacturers 
Association charged that the Fair Labor Standards Act is “fundamentally un- 
sound.” The association said, ““We also are strongly opposed to any increase in 
the statutory minimum rate.” Congress, fortunately, refused to abandon the 
findings and declaration of policy which it adopted when it first enacted the 
Fair Labor Standards Act of 1938. In our opinion, it wisely refused to permit 
industry to revert to Ricardo’s “Iron Law of Wages,” the payment of minimum 
subsistence wages. 
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I have had the pleasure and privilege of appearing before this committee in 
the past, and I do not want to burden you now with a repetition of the testimony 
which we have submitted to you before. Rather than do that, I ask that you 
take notice of your earlier proceedings. What I want to do now is deal with 
the one matter which is at the root of all the opposition that has been directed 
at an increase in the minimum rate provided by the act and at repealing this 
particular exclusion that is in the act. This one matter is money. 

In their testimony before Congress, representatives of individual companies 
and of the industry have constantly hammered away on several things. These 
things have come from small operators and from large operators alike. Essen- 
tially, they consist of the following: 

(a) They allege they would not pay a substandard wage. 

(b) Those not now covered by the act allege that the additional recordkeeping 
and supervision which they assert would be necessitated by the act would suffice 
to put them out of business or increase their costs substantially. 


(c) They allege that they, through their particular wage structures, are able 


to provide jobs for people who would otherwise be unemployed and probably be 
on relief. They claim that exemption from the act permits part-time operators 
to log certain stands of timber. They claim, too, that higher minimum rates 
would force certain operators out of business. 

We believe that the facts of the matter are otherwise. We believe firmly that 
the only reason for the opposition of operators, small and large, logging and saw- 
mill, against increasing the salutary benefits of the act is one of money. Wé 
shall discuss the claims of representatives of the industry now, in reverse order. 


SMALL OPERATORS 


It is true that there are many small, part-time logging operations in the in- 
dustry. We suggest, however, that the industry itself created hundreds of part- 
time and small operators as soon as the exclusion provided by section 13(a) (15) 
became effective in 1950. Woodlot owners and contractors divided their func- 
tions. They subcontracted the falling and bucking operations; they subcon- 
tracted the loading operation, and they subcontracted the hauling operations in 
order to qualify for the exclusion. In doing so, they themselves may have im- 
proved the position of the more sensible operators who refused to follow this 
pattern. The latter operators (with 13 or more employees) got stable work- 
forces, better morale and greater efficiency. Whether their profits were im- 
proved, we do not know. Nevertheless, we have not heard of any operators com- 
plaining about the extra profit margins of the smaller operations because of the 
wage rates. 

The facts of the matter are that there are very few large producers of, for 
example, pulpwood, especially in the South. About 80 percent of all pulpwood 
used in the South is cut by small producers. Curiously enough, there is virtually 
no competition among them. We do not profess to be experts on the practices 
in the Southern pulpwood market, but we understand that in many areas of the 
South, the market is controlled by men known as “agents.” These men guarantee 
certain amounts of puipwood for the pulp mills. They are, in effect, true ‘‘mid- 
dlemen.” They have agreed with the companies to receive from them so much 
money per cord of wood. In turn they will buy wood from operators at so much 
a cord. We understand prices are stipulated by the pulp companies and these 
agents, but we do not know in what manner the agents deal with the cutters. 
Nor do we know whether there is any substance to the reports we have heard 
that agents receive a fixed amount per cord from the pulp companies for wood 
bought directly by pulp companies from one of the small producers. 

We understand that there is a large amount of turnover among small operators. 
We acknowledge that the industry is trying to combat this problem by programs 
of education; and we think industry is doing a fairly competent job in this regard. 
They are trying to teach such owners how to do selective cutting and practice 
reforestation and so on. These approaches alone will not solve the uneconomic 
use of resources in which the industry engages just to escape paying decent 
wages. We mean by this the split-up of wood procuring into several operations: 
logging, hauling and loading. We mention the turnover among woodlot owners 
and among wood producers not only to give plaudits to the industry. We expect 
that this fact will be used by spokesmen of the industry to demonstrate that 
Wages are driving people out of the industry, and we expect that they will point 
to the constant decline in the number of workers in the industry as evidence of 
this fact. But this is not the case. Output of the industry has increased, and 
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output per man has increased. The facts of the matter are that technology has 
come to the woods. The most obvious illustration is the power saw. It has re- 
placed the old hand buck-saw, and fewer people are needed in the woods to harvest 
greater amounts of timber. The decline in the number of workers in the in- 
dustry is not confined to the South; similar declines have taken place in the 
Northwest, the Lake States, New England and in Canada. 

One more word about the small woodlot owner. Although the industry 
spokesmen do a lot of breast-beating for these men, we suspect that many of 
them are not covered by the law, for we doubt that they employ anyone. The 
average size of the holdings of these people is about 70 acres. Assuming good 
growing conditions and cutting practices on a sustained yield basis, the average 
yield from each of these lots is about a cord per acre per year. There is little 
question that the owners of these lots cut this timber themselves, without any 
assistance. It is not these men who are going to be affected by the law, but 
the larger woodlot owners and the men who cut wood on a contract basis, both 
of whom hire employees in the same fashion that any other business concern 
does. Very few of these employers operate on what could be defined as a 
part-time basis. There is no evidence on which to base a conclusion that the 
real part-time, small woodlot owner would be forced out of business. 


JOBS FOR OLDER AND HANDICAPPED WORKERS 


Spokesmen for the industry have, in the past, claimed that their wage struc- 
tures allow them to provide jobs for men who would otherwise be on relief. 
They imply that these workers do not have capacity for high output, because 
of certain handicaps, either physical condition or age. This statement is pure 
and utter nonsense, and I say that unequivocally. The most hazardous occu- 
pation in manufacturing in the United States is that of logging and sawmilling. 
Mining, construction, and agriculture, which are all considered to be outside 
of the scope of manufacturing, are the only other industries coming close to 
them. Men who are not physically fit and agile have absolutely no place work- 
ing in the woods or on 99 out of a hundred jobs in a sawmill. If they are so 
employed, they had better get out of there before they are killed. I expect that 
not many people will have to leave, for of the thousands of operations in which 
I have been in the past 40 years, I doubt that I have seen more than five men 
who were old or handicapped and who were not entitled to the same wages as 
anyone else. But if Southern employers are hiring such people, they should 
pay them bonuses for risking life and limb, and we are not making this suggestion 
as a joke, 


RECORDKEEPING AND SUPERVISION 


Exempted logging employers have in the past testified that recordkeeping for 
purposes of the Fair Labor Standards Act would be burdensome, and they would 
have to undertake the hiring of additional supervisors to make certain that the 
men actually worked the hours claimed for payment. Perhaps it is the lack of 
supervision that is responsible for the high accident and death rate among 
workers who are employed in woods operations and in sawmill operations. If 
this is so, perhaps Federal legislation is necessary to reduce these rates. Aside 
from this consideration, I suggest that there is not a timber operator in the 
country who does not know how long, within 5 minutes time, it takes to cut 
a cord of wood from any given site. This is known in the same fashion that 
telephone company officials know how long it takes an installer, working by 
himself, to put a telephone into a certain kind of house or office building and in 
the same way that maiutenance department heads know exactly how long it 
takes a millwright to repair a pump, or an electrician to wire a motor. 

We suggest, too, that the matter of recordkeeping would not be as burdensome 
as it is made to appear. Unless the data collected by southern State employ- 
ment and statistical agencies are built upon fiction, it appears that some kinds 
of records are already kept. We believe that the usual inclination of the 
employer to get known production from his employees, and the usual inclination 
of the employees to get an agreed-upon rate, will pretty much solve the problem 
of recordkeeping. We also want to point out that to our knowledge, there is 
no evidence that logging operators who employ 13 men have been driven out of 
business because of the burden of keeping records. Nor have sawmills closed 
shop for this reason. 

I suppose if Congress refuses to repeal the exemption covering employers with 
12 or fewer logger employees because of the recordkeeping problem, I should 
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ask for special dispensation from Congress regarding some of the forms which 
our small local unions must file. We are not and we would not do such a thing, 
but I certainly must say that it would save these small local unions a lot of 
time, money, and long hours of work. 


SUBSTANDARD WAGES 


In 1957 Mr. R. E. Canfield, speaking for the American Pulpwood Association, 
testified before the Senate as follows about the matters we are discussing today: 
“Wages in this industry are not substandard. If in fact wages in this industry 
were substandard and if elimination of the two types of partial exemptions would 
eliminate substandard wages, we would have no objection.” I am not certain 
what this statement means, for in the first part he says that wages are not 
substandard, and in the second part he says that he would have no objection 
if revisions of the law would eliminate substandard wages. But no matter 
what he meant, what he said a few moments later in his testimony was signif- 
icant: “We have already experienced a tremendous increase in operating costs 
within the past year through the increase in taxes and the $1 per hour minimum 
wage. We had to increase wages of all skilled and unskilled labor an average 
of 25 cents an hour.” Mr. Canfield added, of course, that higher pulpwood 
prices would raise the price of newsprint, for example. This was a grandstand 
play, if ever I saw one. Mr. Canfield is from Vermont, and Vermont is hardly 
the newsprint-producing center of this continent. There is a tradition for 
Congress to investigate causes for the rise in newsprint prices, although the 
facts of the matter are that prices of other paper commodities have risen more 
than the price of newsprint. I suspect Mr. Canfield’s statement was a deliberate 
appeal to congressional sentiment. 

An earlier witness, Mr. Ellis Martin of Ringgold, La., appeared before the 
House Committee in 1955. Mr. Martin is connected with the Roy O. Martin Co. 
of Alexandria, La. He claimed that “everyone seems to be enjoying a contented 
life’ on a minimum rate of 85 cents an hour! After this assertion, he went 
on to ask, “What does one mean by a decent standard of living?’ His answer 
was, “The minimum wage has nothing to do with it. The individual who feels 
that he is earning his bread, that he is providing for his family to the best of 
his ability, does count.” The only thing missing from this statement is a phrase 
dealing with the American way of life. We suggest to Mr. Martin that an 
annual income of $1,700 or $1,800 will not buy very much bread. Even assuming 
that Mr. Martin has granted his employees raises to come up to the current 
minimum, annual wages would be about $2,100. If this amount is enough to 
buy bread and other necessary food fur families of Mr. Martin’s workers, we 
suggest that it will not provide medical care, or clothing or the other necessities 
of life which Mr. Martin himself would like to have. 

Asa matter of fact, in spite of the feeling which Mr. Martin and other southern 
operators have had for their employees as individuals, the record shows that 
wages in the South, fer logging and sawmill employees, were never raised by 
any discernible amount except when they were raised by legislative action: 

When NRA minimum rates were established in the logging industry, southern 
operators had to increase wages from an average of 11.6 cents an hour to a 
minimum of 23 cents. 

Between the time the NRA was declared unconstitutional and the time the 
Fair Labor Standards Act became effective, standards in the industry had again 
deteriorated. The average of the southern sawmill industry was 27 cents. 
When the act was made effective, average of wages rose to about 31 cents, al- 
though many operators still declined to put any increases into effect because 
they thought they were not affected by the law. 

In 1939, when the minimum was raised to 30 cents, average earnings in the 
sonthern sawmill industry rose to 35 cents. 

In 1941, the Wage and Hour Administrator raised the minimum to 35 cents for 
all employees except those in the logging. As a consequence 68 percent of 
southern sawmill workers had their wages raised. 

In 1943, a 40-cent minimum was adopted for the whole industry, including 
logging. About 48.9 percent of the southern employees had to have their wages 
raised. 

In 1950, 69 percent of the southern sawmill workers had to have an increase to 
come up to the minimum rate of 75 cents. 
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In 1956, the Bureau of Labor Statistics reported that, ‘almost three-fourtis of 
the workers (in southern sawmills) earn less than $1 an hour, and 35 percent 
received 75 cents.” 

Although it is probably true that the industry as a whole is paying at least the 
statutory minimum rate in order to attract workers, some other things are 
equally true. The data just enumerated demonstrate that the industry never 
pays more than the statutory minimum. Surveys of the Bureau of Labor 
Statistics, among sawmills employing eight or more workers, indicate that these 
average amounts were paid to workers in the following States: 


! 

l 

| . s 

Saw mill workers 


State 

4th quarter, April 1956 

| 1955 } 
DONNOS, hs sizes cetxaes ~ was * ~~ . elicits $0. 84 $1.04 
Arkansas--_-- a ata aeniditant ‘ ‘ ‘ . 96 1.10 
Florida._____-- Ure, Suen Rs Eetoee ie tf 94 1.07 
Georgia__...- bila iiltadeadh ciliata apne acl oiled dara isdb eens ceecbe st . 86 | 1.07 
DR das BS 20 narnédpe dh éiensnth}stnn banda sand $ndhemneegee hang thncelins 91 1.10 
aa itl ins centage dane bak ehbelennecesuaeke Sanpete naan . 87 1. 07 
North Carolina___-.-- aod P C ecieata 44 iter . 92 | 1.06 
Souiie Deen it atts abe ea Ahi ccs iia Sabet ca BA 1.07 
Tennessee _.......--- iphoto mincelens ss arith sh eninaagatally cegieaitetindnelpaap bins -97 1.09 
Nh catia diecaibaneae aware falas - = pidiagindietn aan .91 | 1.62 


Logging employees did not fare much better. Here are the data for them 
for the same periods: 


Logging workers 





State | 

4th quarter, April 1956 

1955 
Oncaea dviaadincipadcdail dideniaar tata teins taal ii aaa oleae $0. 84 $1.03 
Be scwdan conte cea. aoe ; eee . 90 1. 08 
WN io i eas et eh ee ee See Oss 94 | 1.09 
Georgia Se ee eee J oot es Na a eae . 80 1.01 
ak a, eat a ea ecnuieniabd 91 1. 06 
a inno eikss cuneate t Sdablacetimier cade ae ae cen 82 | 1.03 
Seer e een ALG Ty ites a a Bessie .92 1.03 
ETE TONE ssn nihidtks ncddanidciswsrcb tele iabicessesh a oe ee .81 | 1.02 
IIL - «<< ati raeriehcaceetinnt ailing th: nec ead amanda stan cumarel 81 | 1.03 
OE oc peck eee Soe : Sed itk etary teen td ont .95 | 1.02 





These figures show the effects of the raising of the statutory minimum from 
75 cents to $1 an hour. In April 1957, when the Bureau of Labor Statistics 
took another survey (BLS Report No. 130), the results showed that the average 
wage paid for all workers in sawmills was $1.09; the average wage paid to 
loggers in logging operations connected with sawmills was $1.06. The average 
wage paid to loggers in operations of more than 12 men was $1.07. The average 
wage paid to loggers in operations of less than 12 men was $1.05. We know of 
no evidence to substantiate any claim that earnings of southern loggers in 
operations unconnected with sawmills are higher than these. 

Just as an aside, it might be interesting to know how the rates.of fallers and 
buckers, who use power saws, in the South compare with their fellow workers 
in the Northwest. A faller in the South, for 40 hours of labor, earns about $45. 
This is from 10 to 30 percent less than he would earn for one day’s work in 
the Northwest. 

It also might be interesting to know just what prices are paid by some com- 
panies to individual contractors for certain kinds of work. We have been 
able to get some details about some practices in Mississippi, covering the prices 
paid to individual contractors by International Paper Co., Masonite Corp., and 
National Gypsum. Prices paid for hardwood range from $11 to $13 a unit, and 
for pine, from $17 to $19 a unit. A unit measures 5 feet 3 inches by 4 feet by 
8 feet. Although the wood is theoretically bought by the unit, it is actually 
paid for by the cord, which measures 4 feet by 4 feet by 8 feet. The buyers claim 
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that the reason for the difference is the loss of space suffered by the buyers 
because of the wood being crooked or too big in size for stacking on freight cars 
for shipping. Theoretically the buyer culls the wood for crookedness in size, 
and as much as 10 percent of the load is, in effect, disallowed. Curiously enough, 
the wood which is taken off the load of the contractor disappears at just about 
the same time the freight cars are pulled away. ’ 

The individual contractor is responsible for furnishing his own truck which 
costs approximately $3,500, his own tractor, which costs about $2,800, his own 
saw, about $200, and other equipment. Where he provides the wood himself, 
he must pay for stumpage, which may cost $2.50 to $6 a unit, depending upon 
the kind of wood. If he hires help, he pays the cutter about a dollar a unit. The 
cutter is responsible for loading, measuring, limbing, and cutting if he furnishes 
his own saw. Some cutters are unable to cut more than two units a day, depend- 
ing upon the distance from the yard and condition of the wood. Most con- 
tractors do their own cutting and truck driving. 

In some instances, contractors’ equipment is bought and financed by the 
agents, mentioned above. Such contractors usually are able to cut in the best 
areas which are closest to the central gathering points. Other contractors who 
attempt to finance their own equipment are given the least desirable areas to 
cut and those which are farthest from the wood-gathering areas. These latter 
locations may be as much as from 50 to 60 miles away, thus requiring a round 
trip of from 100 to 120 miles. A contractor thus has to work from 10 to 12 hours 
to make two trips in a day hauling two units of wood each trip. Needless to say, 
because of the low prices paid to the contractors, and because of the equipment 
which he must own, he himself does not make much money. 


CONCLUSION 


We think Congress was correct in condemning, 21 years ago, “labor con- 
ditions detrimental to the maintenance of the minimum standard of living 
necessary for health, efficiency, and general well-being of workers.” We think 
it is clear that the only way the thousands of workers in the underpaid sawmills 
and logging camps will get substantial wage raises from their employers, at 
least for the present, is by a legislative directive. Perhaps some will claim 
that these wage increases will be inflationary. If there is a choice between the 
iron law of wages and inflation, we hope Congress will continue to distinguish 
between inflationary movements and absolute exploration in selecting a course 
of action. 

We want to point out that the increase in purchasing power which will flow 
from an increase in the minimum rate and from covering more workers with the 
act will go a little way toward alleviating the huge crop surpluses now owned 
by the Government. Workers will be buying more food with any increases they 
are able to get. We believe increasing the minimum rate and repealing the 
exclusion of section 13(a) (15) will eliminate the uneconomic use of our resources 
and manpower, which we mentioned earlier in the breakup of operation. We 
think the unfair competition existing between the southern region of the country 
and the northern and western regions will be somewhat alleviated. We have not 
presented much data on this fact during this hearing, for we have discussed this 
with you in the past. We think adoption of a new minimum rate and the re- 
moval of the exculsion will create higher standards of living, enabling more 
men and women to enjoy some of the amenities of life that cannot be purchased 


on an income of $2,000 a year. 

Senator Crark. Our next witness is Mr. Kenneth Davis. Mr. 
Davis, I see that you have a prepared statement which I will ask be 
printed in the record and then I will ask you, sir, if you will be kind 
enough to summarize it for us. (See p. 314.) 


STATEMENT OF KENNETH DAVIS, DIRECTOR, WEST COAST CO- 


ORDINATING OFFICER, UNITED BROTHERHOOD OF CARPENTERS 
AND JOINERS OF AMERICA 


Mr. Davis. Mr. Chairman, as noted my name is Kenneth Davis 
with the United Brotherhood of Carpenters and Joiners of America 
but I have been in the timber industry since 1910 in the Northwest, 
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since 1933 representing the workers in the timber industry. I wish to 
appear here in behalf of that organization in support of Senate bill 
1046 and especially that portion which proposes to change section 
13(a) paragraph 15, I would like to state aside from our written 
statement that in the logging industry since the Fair Labor Standards 
Act was changed to exempt what is called small operators, our industry 
has changed to a great extent. Our large logging operations have 
changed. They have eliminated their logging camps and they have 
subcontracted their work to what is known as small contractors, 
subcontractors. 

The purpose of that was to get out from under the obligations of 
this act. In our collective bargaining since 1950 each year that we have 
tried to maintain or improve the working conditions in the logging 
camps we have always been met with the threat that unless we come 
down on our demands, come down on the cutting crews wages and 
meet other demands of the employers, that they would eliminate the 
logging camp and subcontract their work. Now when they say that 
they are going to subcontract the work it means this: It means that 
they are going to make unemployed loggers become subcontractors 
under conditions that are far less than the employer in a covered 
operation was paying. 

Senator Crark. Did you hear the testimony of the two gentlemen 
who came with Mr. Hartung a few minutes ago / 

Mr. Davis. To a certain extent. I was delayed because I didn’t 
know the meeting started at 2 o’clock. 

Senator Ciark. They said about what you are saying now, and 
indicated as I understand it that this custom of subcontracting re- 
sulted in a very low level of wages and living standard and that this 
was a device to get around the Act. Does that accord with your own 
findings ¢ 

Mr. Davis. Yes, that is correct, sir. 

On the problem of subcontracting or small operators in the timber 
industry, I don’t know whether this was covered or not, but I was 
a representative of the United States Government as a worker delegate 
to a timber industry meeting in Geneva, Switzerland, last December. 

Mr. Hartung also was there. And one of the subcommittees which 
I chaired discussed one of our important subjects and it was an im- 
portant subject of all the countries that attended, 24 in all, and that 
was subcontracted labor in the timber industry. 

It was thoroughly considered and it was agreed by the tripartite 
meeting of the ILO timber industry that something should be done 
in every country that has timber as an industry to eliminate the bad 
living conditions, the poor living standards created by subcontracting 
or small contractors in the timber industry. 

Some nations have eliminated that. Our neighbor, Mexico, has 
eliminated it by law. But their law makes the large employer respon- 
sible for the conditions of subcontracting. The tripartite timber in- 
dustry at the meeting in Geneva has, last December in their final 
resolutions, agreed that all nations, either by legislation or other- 
wise, find ways and means to eliminate the substandard conditions 
created by small logging contractors and subcontractors. 

Now the United States of America is supposed to be one of the 
leading nations in standard of living, but we find that our great Nation 
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in one of the great basic industries, logging, is gradually deteriorating 
and establishing more substandard conditions today than we had 
during and prior to the Second World War. 

I believe that as a leading nation and inasmuch as our Government 
representatives at that meeting agree that something should be done, I 
believe that this is a step in the right direction, and I want to state that 
we are wholeheartedly in support ‘of the increase in the minimum w ages 
and the elimination of those clauses that exempt small timber and 
Jumber contractors. 

Senator Crark. Mr. Davis, I notice that you are on the west coast 
atthe moment. Are the conditions which you have just described and 
been testifying about in existence out there or are they largely confined 
to the South and Southeast ? 

Mr. Davis. The conditions that exist that I have been talking about 
is the great Northwest. Our employers out there, every year we lose 
more largeemployers. They are evading their responsibilities to labor 
and to the law by subcontracting on so-called subcontractors which 
are actually unemployed loggers. I think that completes my state- 
ment. 


(The full statement by Mr. Davis follows :) 


STATEMENT OF KENNETH Davis, Director, UNITED BROTHERHOOD OF CARPENTERS 
AND JOINERS OF AMERICA 


We wholeheartedly support the proposed amendment to the Fair Labor Stand- 
ards Act as set forth in Senate bill 1046. We wholeheartedly support this amend- 
ment, for we feel it fills a long-overdue need for improvement in this act and 
brings up to date the original intent of this act. It also redefines certain por- 
tions of this act so as to head off the loopholes which various industries have 
used to flaunt and escape the provisions, as well as the intent of the act. While 
we support the proposed amendment in total, we address our presentation pri- 
marily to section 13(a), paragraph 15, of the current law which provides: 

“The provisions of sections 6 and 7 shall not apply with respect to any em- 
ployee employed in planting or tending trees, cruising, surveying or felling timber, 
or in preparing or transporting logs or other forestry products to the mill, pro- 
cessing plant, railroad, or other transportation terminal, if the number of em- 
ployees employed by his employer in such forestry or lumbering operations does 
not exceed 12”, 

It is our position that the exemption granted this industry has adversely af- 
fected the local economy in the areas of their operations. It has tended to make 
less stable an already relatively unstable industry. It has resulted in the break- 
ing down of the protective standards of the industry. It has fostered poor con- 
servation practices. It has been used by covered employers as a tool with which 
they can ignore their responsibilities under the act. 

Prior to 1950, the large lumber producers had their own logging operations. In 
these operations, we had labor agreements which set forth, not only living wages, 
but also decent and respectable working conditions and minimum safety stand- 
ards; conditions and standards which contributed to the well-being of this indus- 
try, the individuals working in this industry and society as a whole. Today, over 
60 percent of the logging operations in this country are performed by small 
independent contractors whose employees have little or no protection; no mini- 
mum wage, no regulations as to hours of work, no workmens’ compensation, no 
unemployment compensation, no safety standards. 

This transition from living wages, minimum safety standards, respectable 
working and living conditions to substandard wages, long hours, second-rate 
equipment, no safety standards, no workmens’ compensation, no unemployment 
compensation, was not just by accident. 

The coincidence of the inclusion of this paragraph to the Fair Labor Standards 
Act of 1949 and the increased number of small logging operations is very 
profound. The covered employers in the lumbering and logging industry were 
quick to realize that this exemption gave them a tool with which they could 
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escape their responsibilities under the Fair Labor Standards Act. Many im- 
mediately discontinued their logging operations and contracted with small 
employers to do their logging for them. They went so far as to even set them up 
in business. 

What is the effect in a logging community when a covered employer discontinues 
his logging operations? The employees, who formerly worked for the covered 
employer under the protection of the various State and Federal laws, as well as 
their labor agreement, now were unemployed. In order to again work at their 
trade would require that they purchase some equipment: a caterpillar, a truck, a 
crane, or some other piece of equipment and, rather than receive a living wage, 
they now had to contract to do a given amount of work for a given price. In 
making his contract to perform this work, he knows that he must bid against his 
unemployed brothers who are also saddled with $100 to $200 per month payments 
on some piece of equipment. Under those conditions, he knows that he must 
work long hours, overwork his equipment, ignore good conservation practices and 
good safety practices, in order to bid low enough to get the job and meet his 
obligations. One can readily see the chaotic situation that would result. One 
can also readily see the tragedy and hardship which would result because of the 
lack of safety standards, the necessity of long hours of work to meet his obliga- 
tions; the tragedy and hardship which results from no workmens’ compensation 
or unemployment compensation coverage. These are not predictions of what 
might happen ; these are things which have happened. 

These are a few of the direct results of the exemption for this industry as set 
forth in section 13(a), paragraph 15, of this act. These are the direct results 
of this section because the covered employers have used this section as a means 
of escaping their responsibilities under this act. 

Knowing that the intent of the Fair Labor Standards Act is to maintain a 
minimum standard of living, necessary for the health, efficiency and general 
well-being of workers, it is difficult for us to comprehend the reason for the 
exemption set forth in section 13(a), paragraph 15. The Fair Labor Standards 
Act sets forth minimum protective standards and one readily realizes that 
workers employed by small operators need protection more than those employed 
by large operators. If there is a need for protection, then there is a need, 
regardless of the number of workers employed, and we feel that the intent of 
this act demands discontinuance of the exemption set forth in section 13(a), 
paragraph 15. We also note that none of the other exemptions set forth in 
section 13(a) base their exception on the number of workers employed. We 
raise the question: What is there in the logging industry which makes the 
number of men employed a determining factor as to coverage or noncoverage 
by this act? 

It is our position that there is nothing unique or sacred about the logging 
industry which would differentiate it from other industries in this regard, and 
therefore this exemption should be discontinued. 

We are aware that the failure of large lumber and logging operators to live 
up to their responsibilities to their employees and to society as a whole is not 
a problem peculiar to the United States. At a recent meeting of the Tripartate 
Technical Committee on the Timber Industry of the International Labor Organ- 
ization, the U.S. delegates urged the adoption of these measures which would 
place the responsibility where it properly belongs. Some countries of the world 
are ahead of us in this regard and all the countries, affiliated with the ILO are 
looking toward the United States for leadership in coping with this problem. 

In summation: We wholeheartedly support the proposed amendment because 
the need for and the worth of legislation is not dependent upon the number of 
workers employed in any given operation; because the covered employers have 
used this exemption as a means of escaping their responsibilities; because this 
exemption has resulted in the breaking down of the protective standards of this 
industry, we strongly protect the continuance of section 13(a), paragraph 15, 
and urge speedy action for the complete coverage of all workers employed in 


this industry. 
Senator CLarKk. We are now pleased to receive the testimony of our 
colleague, Senator Stennis, of Mississippi. Senator, will you proceed ? 
Senator Stennis. Thank you, Mr. Chairman. 
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STATEMENT BY U.S. SENATOR JOHN STENNIS IN SUPPORT OF THE 
12-MAN EXEMPTION FOR THE FOREST INDUSTRY 


Mr. Chairman, I appreciate this opportunity to express my views to 
your committee on behalf of the 12-man exemption now provided in 
section 13(a) (15) of the Fair Labor Standards Act. This exemption, 
adopted in 1949, relates to employees in the forest industry. In 1957, 
I appeared before your committee to express concern over a move then 
underway to repeal this vital section. Since that time, I have had a 
chance to visit many farmers and small timber industrial enterprises 
in my State. Many are vitally affected by this exemption. I have 
had the opportunity to get a firsthand report on the full effects of this 
exemption, and am even more confident that the 12-man exemption is 
a sound and essential provision for the economic survival of many of 
our timberland owners and small timber operators who come within 
the scope of its terms. 

I have asked a small group of Mississippians who live with this 
problem on a day-to-day basis to present the effects of this exemption 
in more detail to your committee at a later date. Today, I want to 
emphasize the general importance of this exemption to the small tim- 
ber industry, and to thousands of small farmers who depend on timber 
operations for a major part of their livelihood. 

Mr. Chairman, the ere that workers should be paid good 
wages as determined in bargaining processes, with competitive factors 
for labor and for jobs determining the level of compensation, is a 
fair and sound one. In the case of the forest industry, which is 
so closely related with agriculture and particularly with the pulp- 
wood industry in my State, the repeal of the 12-man exemption as 
provided in section 13(a)(15) would actually mean a transfer of 
income from agricultural workers to another group, since the forest 
farmer cannot increase his sales price and pass on the increased cost. 
This transfer would hurt the local economy because jobs would be 
lost and would operate as a great handicap and burden to forestry. 
The increased cost incurred by repeal of this exemption would close 
down many smal] businesses and many jobs would be lost. 

Congress in dealing with labor legislation has long recognized that 
farmers, including forest farmers, cannot pass on, to the consumer, in- 
creases in wages or other high costs. These costs must be absorbed 
by the farmer. At the present time, our farmers are faced with 
increased costs of materials and supplies which they buy, they receive 
decreased prices for products which they sell, and are caught in a 
vicious cost-price squeeze. Supplemental farm income is a basic need 
today. Many farmers in Mississippi and other areas, in an effort to 
offset sharp reductions in crop acreage, have turned to production of 
trees as a means of supplementing their declining income from other 
crops. The forest industry is expanding tremendously and, if our 
supply of timber and pulpwood is to meet the projected demand of 
future years, every encouragement and incentive must be given to the 
small farmers interested and active in this field. 

In Mississippi, 98 percent of the total owners of timber have less 
than 500 acres each, and in the five Southeastern States (Georgia, 
Alabama, Mississippi, Tennessee, and Florida), 97 percent of the 
owners have less than 100 acres each. This relatively new industry 
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is still in a critical stage because trees are a long-term crop and, if the 
expected goals are to be reached, small timber operators must be 
enc ouraged, not destroyed by Feder ‘al legislation.- 

I urge the committee to give full consideration to the enormous 
effect of complicated recor dkeeping necessary to comply with the pro- 
posed changes in this law. Many small ieabes operators are not ade- 
quately equipped to comply with the reporting procedures required by 
the Fair Labor Standards Act, in addition to tax and other records 
now required. Certain operations involved, for example, surveying, 
cruising, felling timber, preparing or transporting logs, are custom- 
arily done on a piece- -rate basis without supervision. ¥ urther, the 
work sites are not permanent and many change daily. When trees 
in one site have been selected and cut, the operator must move to 
another tract, in many cases, many miles aw ay. ‘Temporary employees 
fill the need for additional manpower, and these are often recruited 
locally for a few days’ work. Merely establishing records to check 
and keep time on such employees would require the additional help 
of a bookkeeper for many timber operators. The addition of this 
single worker to the small operator’s payroll might mean the difference 
bet ween going out of business or continuing to develop the South’s 
forest industry y. 

Mr. Chairman, I cannot imagine a more difficult industry to be 
effectively surveyed by the Wage and Hour Administrator. The 
committee should consider the difficulty of ascertaining compliance 
with the law with the hundreds of small timber operators scattered 
over the vast region of the southeastern United States. The tracts 
are scattered and, for this reason, it appears that the people we are 
concerned with today are involved in an industry which does not lend 
itself to centralization, nor to centralized Federal control. 

They are suffering under a tremendous burden because of Federal 
rules, regulations, taxes, and reports at the present time. I feel it 
would be extremely unwise and detrimental to the industry and the 
future growth of our forest resources to repeal this minimum of pro- 
tection and immunity from harassment. 

Mr. Chairman, after all the facts have been presented and the full 
effect of the 12-man exemption, as it relates to the forest industry 
and the many small operators throughout the United States, is truly 
understood, I am confident that this committee will preserve this vital 
exemption. 

Senator CLARK. Pe ink you very much, Senator. 

Senator Srennis. Thank you, Mr. Chairman. 

Senator Chis, " Ott next witness is Mr. W. S. Bromley, executive 
secretary of the American Pulpwood Associ ation. Mr. sromley, we 
are happy to have you with us. I see that you too have a fairly long 
statement here which I would ask to have printed in the record and 
ask you, if you will, tosummarize it. 

I notice in going over it, Mr. Bromley, that you seem to be in some 
disagreement with the earlier witnesses about the source of pulpwood, 
and I see a — of your charts here, the source of which is stated 
to be the U.S. Forest Service and also the American Pulpwood Asso- 
ciation. I would appreciate it in the summary of your testimony if 
you would give us your own thinking as to the validity of the testi- 
mony you have just heard. 

I believe you will recall it. 
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STATEMENT OF WILLARD S. BROMLEY, EXECUTIVE SECRETARY, 
AMERICAN PULPWOOD ASSOCIATION, ACCOMPANIED BY JEFFER- 
SON KEITH, SAFETY OFFICER, AND MICHAEL B. WEIR, COUNSEL 


Mr. Bromuiry. That’s right, Senator. There is considerable dis- 
agreement on many if not on most points, but certainly on many of the 
points that have been raised by the two men before me. 

(The full statment by Mr. Bromley follows :) 


STATEMENT BY WILLARD S. BROMLEY ON BEHALF OF THE AMERICAN 
PULPWOOD ASSOCIATION 


My name is Willard 8S. Bromley. I am appearing here as executive secretary 
of the American Pulpwood Association, and speaking as a representative of the 
pulpwood industry as a whole. 

I had the privilege of appearing before this committee on March 14, 1957, in con- 
nection with proposals to extend the coverage of the minimum wage law, so I 
would like to call the attention of the committee to my testimony and that of 
Mr. Robert E. Canfield, which may be found in the printed record of the hear- 
ings, 85th Congress, Ist session, beginning at page 583. 

Having appeared before this committee only 2 years ago, I shall be brief in my 
remarks, presenting them in summary form except where new information is to 
be given. 

My own experience in forestry and logging work covers more than 25 years. 
Having received my graduate degree in forestry from Yale University, I served 
for 8 years as a public forester, and then for over 9 years I was engaged in private 
pulpwood logging and forestry operations in northern Michigan. For the last 10 
years I have been with the American Pulpwood Association. I think that I can 
speak not only as an association representative, but from my own years of 
practical forestry and logging experience. 

Our industry’s objective is to show this committee the necessity for retaining 
in the Fair Labor Standards Act the 12-man small forestry exemption (sec. 
13(a)(15)), and also the seasonal exemption (sec. 7(b)(3)) both of which 
would be eliminated by S. 1046 and similar bills. 

Pulpwood is the principal raw material used in such industries as pulp, paper, 
hardboard, fiber board, particle board, excelsior, cellulose wadding, rayon, etc. 
Our association represents all phases of the pulpwood industry, with our prin- 
cipal activities being directed toward promoting the growth of our Nation’s 
pulpwood supply and improvement in the methods of its harvesting. Our pro- 
ducer members produce or handle nearly 3144 million cords of pulpwood annually. 
For many years the American Pulpwood Association has conducted safety and 
training, forestry and mechanization programs, designed specifically to help small 
loggers prepare, handle and transport pulpwood safely and economically. 

It is essential that a few questions about our industry be answered, and a 
few facts and figures given: 


1. WHERE DOES PULPWOOD COME FROM ? 


Today, east of the Rocky Mountains, most all forested areas have been cut 
over once, and many areas aS many as six or seven times. This sporadic series 
of cuttings, coupled with a subdividing of ownership many times has resulted in 
the forests of today being a patchwork of many small woodlots. The owners of 
farm and other woodlots number over 4% million, and their average holding is 
less than 100 acres, as you can determine from figures 1 and 2, derived from the 
preliminary draft of the U.S. Forest Service Timber Resources Review. This 
information is reproduced on these charts, as well as on the following pages of 
this statement, which I request be incorporated in the record. 

Please note in figure 1 that less than 5 percent of all commercial forest land in 
the United States is owned by pulp manufacturers. 
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Fig.l - Ownership of commercial forest land by type of ownership 
and section, 1953. Acreages in millions are: 
Total U. S. - 488.6 North - 174.0 

South - 193.3 
West - 121.3 


Source of Information 


Page 6, Chapter IV-D, Preliminary Review Draft, U. S. Forest Service 
Timber Resource Review. 
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Fig. 2 = Number of private ownerships of commercial forest 
land, by type of ownership and section, 1953 


(Grand Total - 4,510,727 ownerships) 
(North-2,553,962; South-l, 827, 161; West-129,60)) 


Source of Information 


Page 11, Chapter IV-D, Preliminary Draft, Timber Resource Review of 
U. S. Forest Service. 
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In figure 1, one ean see graphically that “Farm” and “Other Private” have 
by far the largest share of all commercial forest land area in this country; 
indeed, it is about five-sixths of all private ownerships. 

Figure 2 shows that the “Other Private” ownership is made up of more than 
a million small owners. These, combined with the farm owners, own at least 
80 percent of all private forest lands. Therefore, when mills want wood, they 
must, of necessity, buy it from farmers and small owners. 

It is true that as the pulpwood consuming industries have expanded, many 
mills have attempted to acquire some forest land as a form of insurance to 
guarantee a small portion of their total needs being readily available. Never- 
theless, all but a very small portion of the wood consumed has come from the 
small owner and this will undoubtedly continue to be the case in the foreseeable 
future. 

In some instances, pulpwood consuming mills acquire timber or stumpage 
rights from small landowners by lease or contract. This practice has very 
limited application. Even in the South, where it is utilized somewhat more 
than in other areas of the country, less than 2 percent of commercial forest 
land is affected. Nationwide, as can be seen from figure 3, less than 1 percent 
of forest land is leased. 

Therefore, in answer to the question of where pulpwood comes from, the 
answer is that all but a minor amount comes from the small woodlots of farmers 
and others throughout the country, and this is also shown by figure 4, giving 
1958 data. 


FicurE 3.—Area of forest land in United States and area leased by pulp and paper 
companies—1957 




















Commercial forest land 
Region l = 
Total | Areas leased by pulpwood 
| consumers 
PRIVATE Acres ! Acres? | Percent 
WG ss ce wes swenedipdocncneebeusiuen ste tenavecdes ae auie 141, 615, 000 | 919, 000 | 0.6 
ESS Sa abet micelle ent ep outa and ieelianielt ei 176, 609, 000 2, 650. 000 | 1.5 
WORE i COGNONED BAINOERE oes ck ccgussadessduntanncescasodnas 40, 045, 000 167, 000 | 0.4 
TORE NOt Kin ccccchdanctuccsienens sa tnseaceincned Cibo 385, 269, 000 | 3, 736, 000 1.0 
WA GR No oss oe ae, See ee | 130, 340,000 |.............. aaa es 
All ownerships...........---------------- slSndlinisciiides | 488,609,000 | 3, 736, 000 0.8 
| 





Sources of information: ’ 
1 Timber Resource Review, U.S. Forest Service. 
2 American Pulpwood Association. 
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TOTAL RECEIPTS 


Company Operated 
ae 
Purchased orContracted Wood 
by Source 
3.4%. 
Company lands____ 
Company leased 
Ne 1.0% 
National forests___ _ 3.1% 
| ee 1.7 % 


Farm and Other | 
oO 1 2 3 4 


Million Cords 








Fig. 4 = Source of Pulpwood Produced in 1958 
by Land Ownership 


(Total U. S. Receipts 34,018,000 Cords) 
(Purchased Wood 30,859,000 Cords) 
(Company Operated Wood 3,159,000 Cords) 


Source of Information: 


American Pulpwood Association 


2. WHO ARE THE LOGGING OPERATORS IN OUR INDUSTRY? 

Since most pulpwood must, of necessity, come from scattered small woodlots, 
work crews of pulpwood operations are characteristically small. 

In 1956, a survey of our industry showed that 91 percent of all pulpwood was 
logged by two main groups of producers, those who operate full time and those 
who operate only part time. The other 9 percent was logged by company 
operations. 

We defined a regular producer as one who is responsible for logging and 
delivering at least 1,000 cords of pulpwood a year. (A cord is 128 cubic feet of 
stacked pulpwood or its equivalent). It was found that such loggers or producers 
employed up to 20 men or so per year, but rarely exceeded 12 men in any one week. 
In 1956, in the United States, there were about 14,700 regular producers or 
loggers who produced about 63 percent of the wood requirements of the pulpwood 
consuming industries. (See figure 5.) 

In the same year, 28 percent of the plupwood consumed was produced by “part- 
time” producers, numbering some 35,000, who produced less than 1,000 cords a 
year. Most part-time operators earned a major portion of their living from such 
activities as farming, mining, truck hauling, road building and construction, and 
from small industries located close to the forest areas. This group uses logging 
as a means to supplement their principal sources of income. In some areas, the 
normal economics of supply and demand for wood can be materially affected by 


more “part-time” producers entering the field, because of unemployment in other 
industries. 
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(A) WHAT IS THE 12-MAN EXEMPTION UNDER THE FAIR LABOR STANDARDS ACT 
WHICH APPLIES TO THE PULPWOOD INDUSTRY ? 


Small seale forestry and logging operations were exempted from the minimum 
wage and overtime pay provisions of the Fair Labor Standards Act by the 1949 
amendments, which added what is now section 13(a)(15). This section says 
that the minimum wage and overtime pay provisions of the act shall not apply 
with respect to any employee employed in planting trees, cruising, surveying, or 
felling timber; or in preparing or transporting logs or other forestry products to 
the mill, processing plant, railroad or other transportation terminal, if the number 
of employees employed by his employer in such forestry or lumbering operations 
does not exceed 12. Company and other operations, where more than 12 men 
are employed, are fully covered by the act. 


(B) WHY IS THE EXEMPTION NECESSARY? 


When the Fair Labor Standards Act was enacted in 1938, small forestry and 
logging operations were not exempt. Small pulpwood producers and small-scale 
logging and forestry operators immediately ran into difficulties. The Wage and 
Hours Division began to apply this factory-type law with its detailed record- 
keeping requirements to these numerous, small scattered operations. Many 
operators were charged with violations which they were unable to avoid. 

Speaking from personal experience, the production of pulpwood, like farming, 
cannot be conducted on the basis of a regularly scheduled work week of 40 hours 
or even a day of 8 hours, as in the case of a factory-type operation. 

In a single small producer’s crew of 10 or 12 men, workers may be separated 
from each other by a half mile or more or even scattered among different town- 
ships. Weather plays an all-important role, since work cannot be safely con- 
ducted in the rain. 

Under these conditions, the small businessman producer cannot possibly keep 
the records on his employees, which are required, except where the exemption 
applies. Loss of the exemption would mean that the small employer would 
either have to hire a timekeeper to patrol the woods or become one himself, thus 
substantially increasing his cost of doing business or reducing his own chances 
of doing productive work. 

Many available workmen cut wood as a means of supplementing their regular 
‘arnings, so that they may work part time or at times most convenient to 
themselves. They may work half a day, 8 hours the next, none for a couple 
of days, and maybe 10 hours another day. Elimination of the exemption would 
make this kind of work impossible without violating the law. 

Compensation in small forestry operations has historically been paid on a 
piecework basis. Under this system, employees have always been able to earn 
at least and usually substantially more than the prevailing minimum wage. 
Under this practice it has also been possible to employ handicapped workers, 
which would become uneconomical if the exemption were lost. 

It may be asked why there is a 12-man exemption rather than some other 
number. The only practical answer is that a 12-man operation is close to 
an economic break-even point. Where substantially more than 12 men are 
needed, a producer can afford to spend all his time on the job in the woods 
and hire someone else to keep records, sell his products, ete., or follow the other 
alternative of hiring a foreman or woods boss. A 12-man exemption is, in fact, 
a bare minimum. 


4. (A) WHAT IS THE SEASONAL EXEMPTION AS APPLIED TO THE PULPWOOD 
INDUSTRY ? 


An industrywide 14-week exemption from the overtime pay provisions of the 
Fair Labor Standards Act is available to employers in seasonal industries. 
The exemption relieves employers of overtime pay liability for hours worked 
up to 12 daily or 56 weekly; it does not relieve them of liability for the minimum 
wage. This exemption is contained in section 7(b) (3) of the act, which S. 1046 
and similar bills would delete. This exemption is available to industries found 
by the Administrator to be of a seasonal nature. 

The exemption does not apply automatically. Application must first be filed, 
and then the Administrator determines whether the industry falls within the 
seasonal category. 
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Shortly after the act was passed, the Administrator found certain activities 
common to northern woods operations to be within the limited seasonal exemp- 
tion of the act. These activities include ice- and snow-road hauling, sap peeling 
and spring freshet driving. 

Briefly, ice-road hauling is the transportation of pulpwood by hauling it 
on sleds or trucks over roads specially constructed at subfreezing temperatures, 
Any wood which has not been taken out of the forests before ice roads start to 
break up in the spring, must lie where it is. 

Sap peeling is a method of removing bark, which must be done to produce a 
high quality pulpwood for use in the manufacture of certain types of pulp. 
It can only be done during the period of 8 to 14 weeks each year when the sap 
is freely running in the trees. 

Spring freshet driving is another form of transportation in localities where 
running streams are available. The wood is floated down these streams during 
the short periods when the melting snow and spring rains produce a water level 
high enough for the purpose. It can be done at no other time. 


(B) WHY IS THIS EXEMPTION NECESSARY? 


In these seasonal operations, because of the laws of nature, the whole year’s 
work must be done in the space of a few weeks. The work is done in the forests 
far removed from workers’ homes so that camps must be constructed. Loss of 
the exemption would mean increasing the capacity of the camps to take care of 
larger numbers of men on a straight-time basis. This would result in higher 
costs and workers would each receive less pay because of the shorter hours of 
work. One of the accepted reasons for overtime pay penalties is to encourage 
employers to hire more employees, rather than work the normal number overtime. 
In a factory, this is a workable idea. More than one shift can be put on. You 
cannot operate two 8-hour shifts in the woods. There are only so many daylight 
hours. In addition, this would be futile because of woods labor shortages in 
Northern States. 

The producer in the areas where the seasonal exemptions apply, must have 
all of his wood cut, peeled, and out of the forest within the few weeks he an 
operate. Already at an operating disadvantage, because of nature, this producer 
cannot survive if additional costs are imposed upon him. Wood produced in 
the Northern States is directly competitive with Canadian wood. Canada has 
no law which arbitrarily would force higher costs in the production of wood. 
Substantial increases in the costs of producing American wood, such as would 
be caused by eliminating the seasonal exemption, would put the product of 
American producers at a serious competitive disadvantage, and create an eco- 
nomic hardship in the northern forest areas. 

Since the finding of the Administrator as to the seasonal nature of these three 
operations, there has been no change in the effect on the industry of the natural 
seasonal factors or in the manner in which our industry must meet them. 

5. EMPLOYEES IN THE PULPWOOD INDUSTRY DO NOT EARN SUBSTANDARD WAGES 

The producers in the pulpwood industry are not asking that the 12-man and 
seasonal exemptions be continued in the law to avoid paying the minimum wage 
prescribed. 

Employees in this industry are earning wages at least equal to and substantially 
above the current statutory minimum. In the Northeast, the Lake States and 
the West, wages in excess of the equivalent of $2 per hour are common. In the 
South too, virtually all logging workers earn at least the minimum. 

This fact, which is common knowledge in our industry, has been substantiated 
by the recent report submitted to Congress by the Secretary of Labor, in accord- 
ance with the requirements of section 4(d) of the Fair Labor Standards Act. To 
quote from page 26 of part II of the report: 

“Appendix A, table 47 shows that only 2 percent of the exempt logging workers 
were receiving less than $1 in April 1956, and less than 1 percent in April 1957.” 


6. CONCLUSION 


Finally, the American Pulpwood Association wishes to go on record as being 
opposed to any increase in the statutory minimum wage. We believe that such 
an increase would promptly contribute to the inflation, which has become a na- 
tional menace, and would result in no lasting benefit to employees in this industry. 
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After thorough study, Congress and the Wage and Hours Administrator have 
respectively seen fit to grant the forest products industries certain partial exemp- 
tions from the Fair Labor Standards Act. 

S. 1046, pending before this subcommittee would rescind these exemptions, 
apparently for the purpose of improving the wages of workers in the woods by 
bringing them to the minimums prescribed by law. Wages in this industry 
already are at or well above the minimum level, so that eliminating the exemp- 
tions would not have this intended result. Instead, unintended effects would 
come about. The cost of doing business for the small producer would be 
increased without an offsetting increase in productivity. Small producers would 
become enmeshed in redtape, which has already proven unworkable. Small 
producers would be forced out of business, swallowed up by larger operations, 
or else have to operate in violation of the law. Work opportunities would 
decline and American wood would be placed at a competitive disadvantage. We 
don’t want any of these things to happen, and do not believe that you do. 

We respectfully urge that no bill be reported from this subcommittee which 
would eliminate either sections 7(b)(8) or 18(a)(15) from the Fair Labor 
Standards Act. 

Mr. Bromury. Senator, my name is Willard S. Bromley and I am 
appearing as executive secretary of the American Pulpwood Associa- 
tion. I am speaking, however, as a representative of the pulpwood 
industry as a whole. To assist me with my presentation I have our 
counsel, Mr. Michael Weir, and our safety oflicer, Mr. Jefferson Keith. 
I trust it will be satisfactory with you if they assist me on occasion, 

To save time I will omit reading some portions of my prepared 
statement. 

Senator CLarK. It is already in the record. 

Mr. Bromtiry. I trust that the figures in my statement will be 
entered into the record. 

Having appeared before this subcommittee only 2 years ago I shall 
be brief in my remarks and try to confine my statement to some 
elements of new facts or to refute some of the things that we have 
heard in connection with this question. 

My own experience in forestry goes back quite a few years but I 
will not burden you with that. I assume you realize that I am quali- 
fied to be here or I would not be here. 

Senator Criark. That is correct. Your qualifications are already 
in the record. 

Mr. Bromtiey. Incidentally I, too, went to Geneva and attended 
the International Labor Organization Conference on the Timber 
Industry and I am aware that the subject of subcontracting was 
discussed. 

I might say, however, it was a very controversial subject. I felt that 
the conditions of the logging workers and their working conditions in 
this country certainly were far superior to most of the countries 
that we heard about over in Geneva. 

Senator CrarK. Are you in accord with the testimony given by 
Mr. Davis with respect to the Geneva Conference? 

Mr. Bromiry. Indeed not and I will try to bring that out if I may. 

Now my experience has been confined mainly to the country east of 
the Rocky Mountains where four-fifths of all of the pulpwood is pro- 
duced and many of the remarks you have heard so far may apply to 
the Pacific Northwest. I am not certain that they do because I am 
only slightly familiar with that area. 

I can assure you that so far as I am concerned they are not true for 
the area east of the Rockies, and I am sure that many of the men who 
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will follow me, who come from definite areas in the South, will be 
able to refute some of those statements. 

I would like to point out, however, that the type of the timber and 
the type of logging that is done in the West and west of the Rocky 
Mountains in particular i is very different. 

The impression has been given really that these conditions apply to 
the South and to east of the Rockies. Just consider a few things as 
the size of logs, for example. One log in the Pacific Northwest may 
have a cord of pulpwood or more. In the South it is very likely to take 
80 pieces of wood. 

Senator CLark. Eight or eighty ? 

Mr. Bromiry. Eighty. Now you can understand, Senator, that it 
is going to take 80 operations to lift that sick of w ood from the ground 

to on top of a truck, unless you are handling it in bulk by cable loading 
or otherwise. On most of the small operations in the South they are 
still using hand loading, or they are using devices that pick up the 
piece of wood one at atime. Of course, it ‘takes 80 operations, where 
inthe West they may do this with 1 operation, and obviously with large 
machinery. With large stands of timber that may be 20 to 50 times the 
stand per acre we are not talking about the same conditions. 

Many of the logging operations on the west coast still have logging 
camps, whereas in the South to the best of my knowledge I don’t know 
of a single logging camp operation. 

I just did want to bring out a few of those differences. Now our 
industry’s objective i is to show this committee the necessity for retain- 
ing in the Fair Labor Standards Act the 12-man small-forestry exemp- 
tion, section 13(a)(15) and also the seasonal exemption, section 
7(b) (3), both of which would be eliminated by S. 1046 and similar 
bills. 

Incidentally mention of the season exemption I suppose is the first 
that has been made today and I therefore must spend some time on 
that, Senator. 

I am sure you are aware that pulpwood is the principal raw material 
used in such industries as pulp, paper, hardwood, fiberboard, particle- 
board, excelsior, cellulose, wadding, rayon and the like. 

Our association represents all phases ‘of the pulpwood industry, with 
our principal activities being directed toward promoting the growth of 
our Nation’s pulpwood supply and the improvement in the method 
of its harvesting. 

Our producer - members produce or handle nearly 314 million cords 
of pulpwood annually. For many years the American pulpwood 
association has conducted safety and training, forestry and mech- 
anization programs, designed specifically to help small loggers pre- 
pare, handle, and transport pulpwood safely and economically. 

We have many pulpwood producers in the association. It is es- 
a al that a few questions about our industry be answered, and a 

few facts and figures given. ' 

We have a chart here in which I am trying to stress some of the 
points I make. 

Now where does pulpwood come from? That question has been 
raised and I would like to point out that today, east of the Rocky 
Mountains, most all forested areas have been cut over once, and many 
areas aS many as six or seven times. This sporadic series of cuttings 
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coupled with a subdividing of ownership many times has resulted in 
the forests of today being a patchwork of many small woodlots. The 
owners of farm and other woodlots number over 414 million acres. 

You will notice that it is farm and other, other being also small 
forest holdings, total 414 million acres, and their average holding is 
less than 100 acres. 

Mr. Hartung I think pointed out that it is 70 acres and I would 
not question that point. But 70 acres is a very small woodlot and a 
very small logging operation area. 

Senator Cirark. Mr. Bromley, I don’t see any date on this chart. 
Ts that 1953 ¢ 

Mr. Bromiry. That is 1953 and it is the best information I could 
get from the U.S. Forest Service as to the current ownership of for- 
ests. 

Senator Crark. The earlier witnesses testified that they thought 
there had been a rather drastic change in the last few years. Would 
you have any light to throw on that contention ? 

Mr. Bromiry. I have some information later that is more recent, 
but there has not been any material change of the type that has been 
mentioned. After all, these are large areas of land, and the purchase 
of land in nearly all forest regions is a very costly process. 

Some of these lands may exceed values of $50 to $100 an acre in 
some regions, so that it is an extremely expensive proposition to buy 
commercial forest land in many areas. 

So it just isn’t easy to do, Senator, to acquire millions of acres in a 
few number of years. I just don’t think it is possible. 

Senator CLtark. How do you handle it? Do you just get the timber 
rights on the land ¢ 

Mr. Bromtey. I will bring that point out very soon, sir. Before 
leaving figure 1, I might say you have seen about farms and others. 
I would like to stress the fact that farm and others combined own at 
least 80 percent of all private forest land. You have heard statements 
here to the effect that 80 percent of the land was owned by large paper 
companies. 

Now the position mentioned 

Senator Crark. Although I don’t attempt to read his mind I be- 
lieve he had in mind that the bigger companies acquired timber rights 
on the land whether they actually had title or not. 

Mr. Bromuey. I will come to that, sir, but I would like to point 
out that so far as the pulp company ownership of commercial forest 
land in the United States, it is about 5 percent according to these 
figures of the U.S. Forest Service. 

Now this is figure 38. In some instances pulpwood consuming mills 
acquire timber or stumpage rights from small landowners by lease 
or contract. This practice has very limited application. Even in the 
South, where it is utilized somewhat more than in other areas of the 
country, less than 2 percent of commercial forest land is affected. 
Nationwide, as can be seen from figure 3, less than 1 percent of forest 
land is leased. 

These figures are from 1957. These are more recent than the other 
figures that I have because I took special pains to bring these figures 
up to date. 

Now in figure 4, in answer to the question of where pulpwood comes 
from the answer is that in all but a minor amount it comes from the 
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small woodlots of farmers and others throughout the country, and 
this is also given in figure 4. 

Senator, I would like to stress the fact that the land distribution 
policy, the manner in which our commercial forest land’ area was 
settled originally in this country is responsible for the sporadic and 
the broken - up nature of our commercial forest lands today east of the 
Rocky Mountains. 

Our homestead policies, the policy of settling the land in this 
country, to a large extent accounts for these small woodlots that you 
see all through the South, the Appalachians, the Northeast and the 
Lake States areas. Certainly no industry created this governmental 
land policy. That is a policy of our Government. I am not being 
critical. I am stating this is how it came about. And we certainly 
cannot accept any charge that the industry created this pattern of 
ownership. 

Nor did the industry create the pattern of logging that ownership. 
It is a natural thing. If you have small scattered woodlot holdings 
it takes small operations, small logging operations to do an economic 
job of logging on them. 

Se nator, before leavi ing these first four figures, are there any ques- 
tions as to why our pulpw ood has to be logged from very small wood- 
lots and forests, because this is an essential point ? 

Now who are the logging operators in our industry, because I think 
there have been some questions raised as to who they really are. 

Since most pulpwood must of necessity come from scattered small 
woodlots, work crews are characteristically small with some excep- 
tions in the Northwest where larger machinery is used, and larger 
timber, g greater volumes per acre, and the timber is still being logged 
in inaccessible areas. 

In 1956 a survey of our industry showed that 91 percent of all pulp- 
wood was logged by two main groups of producers; those who operate 
full time, and those who operate only part time. 

The other 9 percent was logged by company operations. 

I would like to point out that with the 9 percent that is logged by 
company operations, all the logging workers under that group of 
operations are operating and w orking under the Wages and Hours 
Act. This exemption we are talking | about does not ‘apply to those 
large operations. They have logging camps, or they have foremen, 
or they have timekeepers, and the large operations are complying in 
all respects with the Wages and Hours Act. 

The exemptions we are talking about apply to the small producers. 

Senator CLark. Who logged 91 percent 

Mr. Bromtuey. It is the pulpwood producers which we break down 
into two classes. The first class we call the regular producer, those 
that produce 1,000 cords of pulpwood annually or more. 

In other words he is pretty much a full-time producer. 

Senator Crark. What I am asking is whether 91 percent of the 
product is out from under the act. because of the exemption. 

Mr. Bromury. Eighty to ninety. Some of the producers have more 
than 12 men, some of them, and they must comply with the act. They 
have a large enough crew to be able to do so to afford a foreman or a 
timekeeper or to put in the time necessary to keep these records. 

Senator Crark. Would you settle for 80 percent ? 
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Mr. Bromtry. I would think so. I don’t think that figure is known 
too well, but that would be my guess. 

Incidentally, when I talk about a thousand cords of pulpwood per 
year Lam ‘speaking of a cord being 128 cubic feet of stacked pulpwood 
or its equivalent. 

In 1956 the United States had close to 15,000 of these regular pro- 
ducers. 

Senator Ciark. Let me ask you this, Mr. Bromley: What is the 
typic al arrangement under which the 15,000 regular and 35,000 aa 
time loggers sell their products? How do they dispose of the logs 
the timber, once the logging operation is done / 

They sell it toa mill ? 

Mr. Bromiry. They sell it to pulp mills or they sell to dealers. Toa 
large extent they sell to pulp mills. 

Senator Crark. This is usually done under contract ? 

Mr. Bromiry. In some regions it is by contract. It is either by 
contract or there is an understanding of how much wood the mills can 
absorb, so much per week or per month. 

Senator Crark. And of course the price received reflects the fact 
that the wage scale is very low, is that right ? 

Mr. Bromiey. I would not say so, sir. In speaking in general terms 
like that prices are different in different regions. Price varies by spe- 
cies, the quality of wood, the size of the w ood. 

I couldn’t make any general statement as to that, and certainly I do 
not believe it is true the way it has been expressed here. 

Senator CLrark. You don’t have any figures which would indicate 
what part of the price which the logger, the regular or part-time logger 
received from the mill, the dealer, is repr esented by labor ? 

Mr. Bromiey. It is not one of the activities of the American Pulp- 
wood Association to deal with the question of price. I don’t believe 
I am in a position to discuss that, sir. 

Senator Crark. I would have thought that your fundamental in- 
terest would be in price, and that this would be because you want to 
keep labor costs low, you want to keep the price low, then the price of 
pulpwood presumably would be lower. 

Mr. Bromtry. Our interest is related to price to this extent, Senator. 
We have a mechanization program in which we study and keep our 
members up to date as to all of the devices, the latest mac hinery, the 
latest methods to produce pulpwood in the most efficient manner. Of 
course, that does lower costs. 

Senator Crark. I am not suggesting anything unethical or improper 
at all. It just seems to me that it would be your national economic 
interest to keep the price as low as you could get it. 

Mr. Bromiey. That is a problem of pri vate enter prise throughout 
the country, sir. 

Senator CrarKk. That’s right, so you are interested in not having 
any floor under wages. I am not blaming you. If I were in your 
shoes I would pr obably feel the same way. Your organization has a 
direct economic interest in preventing a floor from being erected under 
wages, isn’t that true ? 

Mr. Bromtry. That is not our basic objective so far as this exemp- 
tion is concerned. The reasons that we oppose this exemption are cer- 
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tainly aside from that, sir, and I will try to bring that out as we go 
along. 

In the same year that we made this study 28 percent of the pulp- 
wood producers were part time numbering close to 35,000. ‘They 
average I suppose around 800 cords per year annually. 

Senator CLark. What was the year in which this study was? 

Mr. Bromuey. 1956. Most of these part-time operators earned a 
major portion of their livi ing from such activities as farming, mining, 
truck hauling, road building and construction, and from small indus- 
tries located “close to the forest areas. This group uses logging as 
a means to supplement their principal sources of income. In some 
areas the norma! economics of supply and demand for wood can be 
materially affected by more part-time producers entering the field 
because of unemployment that may exist in the same region. 

That unemployment may be in other industries, and it may tem- 
porarily create a surplus of woods labor in the areas where pulpwood 
is produced. 

Senator, most of the problems that are sometimes referred to and 
have been referred to here today as the problems of “pulpwood log- 
gers” or “producers” problems’ actually lie with this part-time group 
of producers, many of whom do not get out as much as one truckload 
per month, and most of them do not produce pulpwood for more than 
2 or 3 mot iths per year. 

Senator, I do hope that I have made that point clear, that if there 
are any problems in relation to the production of pulpwood, it is to 
a large extent rent a to this part-time producer group. 

For example, the pictures which have been passed to you today, 
I would guess th: 2 many of them if not most of them, are those dealing 
with the part-time producer group. 

It is questionable whether they should be referred to as producers 
at all. Certainly they hardly can be dubbed pulpwood loggers if they 
get a major portion of their income from other industries or other 
activities. 

Senator Crark. I don’t want to cut you short, and I realize that 
I have asked a number of questions, but we do have a lot of other 
witnesses, and I wish you would get down to the point of telling us, 
if you will, why the American Pulpwood Association opposes the 
elimination of the exemption which you are testifying about here 
today ? 

Why are you against the elimination of the exemption 

Mr. Bromury. May I start by going into “why the exemption is 
necessary.” 

Senator Ciark. That is another way of doing the same thing, surely. 
_ Mr. Bromiey. When the Fair Labor Standards Act was enacted 
in 1938, small forestry and logging operations were not exempt. 
Small producers and small-scale logging and forestry operators imme- 
diately ran into difficulties. The wage and hours ‘division began to 
apply this factory-type law with its detailed recordkeeping require- 
ments to these numerous, small scattered operations. 

Many operators were charged with violations which they were 
unable to avoid. 

Speaking from personal experience the production of pulpwood, 
like farming, cannot be conducted on the basis of a regularly scheduled 
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workweek of 40 hours or even a day of 8 hours, as in the case of a 
factory-type operation. 

Senator, I was a pulpwood producer myself from the period about 
1946 to 1949 and I actually operated under the wage and hours act 
and I can illustrate to you very definitely how it operated at that 
time. I would go out on a Monday morning and start as many as 
8 to 10 men on a cutting strip, show them where they were to work, 
explain to them what trees they were to cut. 

I would come back on a Friday afternoon of the same week. I 
would count out the sticks they had cut. I would measure up the 
pulpwood maybe by the side of the road, and on a piecework basis, 
which had already been agreed upon, I would pay the workers. At 
the same time, however, the worker was supposed to sign and did sign 
a time card indicating the number of hours he had been working from 
Monday to Friday. As the employer, by law I was held responsible 
for the accuracy of the number of hours that each man signed for. 
That is required by law. 

As a small operator how could I possibly be held responsible for 
the hours that man worked when I was not there? I could not check 
as to the number of hours as I had other work to do. 

Senator CLark. Let me read you a question and an answer issued 
by the regulatory agency back in 1939 and ask you to comment on 
it in the light of what you have just testified. This question was 
asked : 

“My employees do not work under supervision in my own establish- 
ment. How shall I go about keeping a record of the hours they work? 

Answer. By the assistant administrator in charge of enforcement. 
“T can advise you that where your employees do not work under 
supervision in your own est: ablishment you will have to trust them 
as to the time reports which they turn in on which you base your 
records. Your experience should be able to tell you whether these 
reports are accurate.” 

What is wrong with that? 

Mr. Bromiry. The only thing wrong with that, Senator, my expe- 
rience proved to me that I could not get accurate records from the 
workers under such circumstances because the number of hours that 
they put down determined how much it would cost me in my operation. 

They could easily break me in such kind of reporting. You could 
not rely on the number of hours that the men put down. 

The important basis of payment was piecework and the work that 
each man actually performed during the week. 

Senator Ciark. I wonder if you heard the last sentence of what I 
read and I quote: 


Your experience should be able to tell you whether these reports are accurate. 


I should think after you had been working on that job for a little 
while you would have a pretty good idea how many hours and time a 
man would have to work in order to get that amount of wood ready in 
order for you to pay on piecework? 

Mr. Bromiey. Let me illustrate exactly what would happen. If 
my confidence in the worker was firm that would be fine. But suppose 
the wage and hours division inspector comes around to my worker and 
later comes back to me and tells me, “One of your workers says that 
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he worked 50 hours on such and such a week and here he signed a time 
eard for 40 hours, and he says that he did not know for sure what the 
time was or that he forgot or he didn’t carry his watch that week.” 

I was responsible for the inaccurate reporting on that time card, 
and I would have to pay the increase in wages and penalties inv olved. 

One of my friends, a college graduate, was in the pulpwood produc- 
tion business back then and he nearly went broke paying penalties 
and back wages supposedly based on inaccurate reporting when he 
was doing everything possible to comply with the act. That picture 
was being repeated throughout the Lake States and other forest re- 
gions at that time. 

That is the reason why Congress gave this exemption to the forest 
and logging industry. It was “the impossibility of keeping these rec- 
ords and keeping them accurately and complying with the act which 
says definitely that the employer is responsible for these things, not 
the worker. 

Senator CLark. I would still think if a man was turning in a large 
number of hours and producing very little pulpwood the easy way to 
get around that would be to get rid of him. 

Mr. Bromiey. That is absolutely right, sir, but some of those men 
were working possibly closer to a minimum wage, they might have 
been older men and handicapped men. It has been stated in here, 
there are no older and handicapped men in the woods. Certainly that 
statement does not apply to the forestry regions east of the Rocky 
Mountains. 

The hazardous logging conditions that are described to you are not 
as hazardous east of the Rocky Mountains as they are in the Pacific 
Northwest. 

Senator CLrarKk. The gentlemen who testified came from Mississippi 
and Arkansas. 

Mr. Bromury. I don’t believe they talked about the hazardous con- 
ditions of logging in the South, did they ? 

Senator CLark. It is my understanding that they did. 

Mr. Bromiry. Mr. Hartung did say it, sir, that’s right, but I don’t 
recall the workers saying that. 

Senator CLark. The two gentlemen who are with him are those to 
whom I was referring. 

Mr. Bromtey. That’s right, but aside from that I was talking about 
older men and handicapped workers and that it wasn’t always logical 
to fire the man if he was not making, say, a minimum wage or so. I 
am saying that we are doing these things for the love of humanity or 
anything | but you may have to use an older man on the job. He does 
a reasonable : amount of work and you won’t always want to pay the 
minimum wage in such cases. 

Senator Crark. Of course that argument would apply across the 
board to all minimum wage legislation, whether or not the pulpwood 
industry. I mean if your argument were true in the pulpwood in- 
dustry it would be an argument for repealing the act as a whole. 

Mr. Bromuey. It is true across the Saad] but in our industry par- 
ticularly even if I were on the job every day you could not see one 
worker 100 feet away from you. You don’ t know when he starts to 
work, you don’t know when he quits. It is the impossibility of super- 
vising or keeping track of the time that the man actually spends in 
the woods that is important in our industry. 
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Senator Crark. Of course this was the problem of the sweatshops 
in the garment industry too. 

Mr. Bromiry. A sweat shop is a permanent place. The workers 
come to work at a definite time. It is a factory type operation. 

Senator Crark. A lot of them do that at home and always have 
on a piecework basis. Go ahead, I don’t want to get into an argument 
with you. I want to hear your testimony. 

Mr. Bromury. I believe we have covered many of the points that we 
were talking about. I think at this point, Senator, I would like to 
refer to some statements that were made about farmers working their 
own wood lots and developing wood and that the exemption did not 
apply to them, that they could cut wood on their own farm. 

Now that is not a correct statement of fact according to the interpre- 
tation of the Wage and Hours Act that we have. If I may I would like 
to call on our counsel to just briefly cover that aspect. 

Mr. Weir. Senator Clark, in a series of questions and answers as to 
how the Federal wage and hours law applies to the lumber and pulp- 
wood industries, which of course is not an official publication, but 
necessarily is couched in common everyday language: on page 3 of this 
report issued by the Department of Labor it is identified as QAIND-4, 
there it specifically indicates that where a farmer conducts a lumbering 
operation and intends to sell the wood for market, that he has got to 
comply with the conditions of the Fair Labor Standards Act and is 
not covered by the agricultural exemption which covers his normal 
ree of agricultural activities. 

. Bromiry. Senator, it may be asked why there is a 12-man ex- 
sini rather than some other number. The only practical answer 
is that a 12-man operation is close to an economic break even point. 
Where substantially more than 12 men are needed, a producer can 
afford to spend all his time on the job in the woods and hire someone 
else to keep records, sell his products, or follow the other alternative 
of hiring a foreman or woods boss. A 12-man exemption is, in fact, a 
bare minimum. 

It has been my personal observation, however, that a 20- to 25-man 
exemption would actually be a more realistic exemption. 

It takes that many men to get you sufficient volume, to get you 
sufficient turnover in money to be able to hire an extra man for purely 
overhead and supervisory work in the woods. 

Now I mentioned at the beginning that the seasonal exemption has 
not been mentioned and I would like to go over that quickly. 

An industrywide 14-week exemption from the overtime pay pro- 
vision of the Fair Labor Standards Act is available to employers in 
seasonal industries. The exemption relieves employers of overtime 
pay liability for hours worked up to 12 daily or 56 weekly. It does 
not relieve them of liability for the minimum wage, the seasonal 
exemption. This exemption is contained in section 7(b) (3) of the 
act which S. 1046 and similar bills would delete. 

This exemption is available to industries found by the administrator 
to be of a seasonal nature. 

The exemption does not apply automatically. Application must first 
be filed and then the Administrator determines whether the industry 
falls within the seasonal category. 
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Shortly after the act was passed, the Administrator found certain 
activities common to northern woods operations to be within the 
limited seasonal exemption of the act. 

These activities aane ice- and snow-road hauling, sap peeling and 
spring freshet driving. 

Briefly, ice-road hauling is the transportation of pulpwood by haul- 
ing it on sleds or trucks. I will describe those activities if you want 
me to but I trust you understand what they are. 

Why is this exemption necessary? In these seasonal operations, 
because of the laws of nature, the whole year’s work must be done in 
the space of a few weeks. The work is done in the forests far removed 
from workers’ homes so that camps must be constructed. Loss of the 
exemption would mean increasing the capacity of the camps to take 
care of larger numbers of men on a straight time basis. This would 
result in higher costs and workers would each receive less pay because 
of the shorter hours of work. 

You cannot operate two 8-hour shifts in the woods. There are only 
so many daylight hours. In addition this would be futile because of 
woods labor shortages in Northern States. 

Senator CLark. Wouldn't you be able to have more than one shift 
if you deal with the relatively small wood lots that you say most of 
the industry is concentrated in? 

Mr. Bromuiry. Most of the operations that we are talking about 
on this seasonal exemption are larger operations. 

They are confined to the northern regions where snow and ice haul- 
ing and sap peeling is done, and they are not related to the 12-man 
exemption. It isan entirely separate exemption dealing only with the 
overtime aspect. It does not involve the minimum wage. 

Senator CLark. This involves mosily the west coast and Northwest ? 

Mr. bromiey. Some use is being made in the Northwest, some in the 
Lake States and some in the Northeast. 

The producer in the areas where the seasonal exemptions apply, 
must have all of his wood cut, peeled and out of the forest within 
the few weeks in which he can operate. Already at an operating dis- 
advantage because of nature this producer cannot survive if additional 
costs are imposed upon him. 

Wood produced in the Northern States is directly competitive with 
Canadian wood. Canada has no law which arbitrarily would force 
higher costs in the production of wood. 

Substantial increases in the costs of producing American wood, 
such as would be caused by eliminating the seasonal exemption, would 
put the product of American producers at a serious competitive 
disadvantage. 

Incidentally they would be at a competitive disadvantage with our 
own southern region, and create an economic hardship on the northern 
forest areas. 

Senator CrarKk. You say there is no legislation in Canada on this? 

Mr. Bromiry. No, sir. Since the finding of the Administrator as 
to the seasonal nature of these three operations, there has been no 
change in the effect on the industry of the natural seasonal factors or 
in the manner in which our industry must meet them. 

The producers in the pulpwood industry are not asking that the 12- 
man and seasonal exemptions be continued in the law to avoid paying 
the minimum wage prescribed. 
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Employees in this industry are earning wages at least equal to and 
substantially above the current statutory minimum. Inthe Northeast, 
the Lake States and the West, wages in excess of the equivalent of $2 
per hour are common. In the south too, virtually all logging workers 
earn at least the minimum. 

Incidentally I would like to point out while Mr. Hartung has made 
the flat statement that the “industry never pays more than the st: itutory 
minimum,” his own figures refute this. All 10 of the southern States 
pay better than the minimum wage to the logging workers according to 
the figures that he has just read here. He ‘also lists w ages of sawmill 
workers and T would like to point out that the wages of sawmill 
workers have no bearing upon the exemptions we are talking about. 

The sawmill workers are not exempt from the Wage and Hours Act, 
so that any of these figures and statements involving sawmill workers 
frankly have no bearing upon want we are discussing. 

Senator CLrark. Do you have a copy of his statement ? 

Mr. Bromiry. I do now. 

Senator Crark. I wish you would look at the figures for the 
Southern States. 

Mr. Bromiry. Yes, sir. 

Senator Crark. With respect to logging workers. Do you chal- 
lenge the validity of those figures ? 

Mr. Bromiry. Not at all, sir. I was pointing out the fact that on 
the very right-hand column in April 1956, since the minimum wage 
was raised to $1 that every one of those figures show now an excess of 
the minimum wage of $1. 

Senator CLrark. Yes. They would be under the $1.25 figure which 
would be called for by this bill if it were enacted. 

Mr. Bromiry. That is true, but, sir, you will see this one sentence. 
Tt says: “The data just enumerated demonstrates the industry never 
pays more than the statutory minimum.” And the figures which 
follow show that that statement is not correct. 

Incidentally the figures we are talking about are logging workers, 
and to the best of my knowledge most of the logging workers in these 
States are under the 12-man exemption. T would like to read one 
statement which has a bearing on our discussion. 

It is common knowledge in our industry, and it has been substan- 
tiated by the recent report submitted to the Congress by the Secretary 
of Labor in accordance with the requirements of section 4(d) of the 
Fair Labor Standards Act. To quote from page 26 of part IT of the 
report : 

Appendix A, table 47 shows that only 2 percent of the exempt logging workers 
were receiving less than $1 in April 1956 and less than 1 percent in April 1957. 

I am quoting from the Secretary’s report and his discussion of the 
wages earned by the exempt logging workers. I am stressing the 
fact that it is well established both by the figures in Mr. Hartung’s 
report and also by the report of the Secretry of Labor that the ex- 
empt workers are earning better than a minimum wage. 

Finally, the American 1 Pulpwood Association wishes to go on record 
as being opposed to any increase in the statutory minimum wage. We 
believe that such an increase would promptly contribute to inflation, 
which has become a national menace, and would result in no lasting 
benefit to employees in this industry. 
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After thorough study, Congress and the Wage and Hours Adminis- 
trator have respectively seen fit to grant the forest products indus- 
tries certain partial exemptions from the Fair Labor Standards Act. 

S. 1046 pending before this subcommittee would rescind these ex- 
emptions, apparently for the purpose of improving the wages of 
workers in the woods by bringing them to the minimums prescribed 
by law. Wages in this industry already are at or well above the mini- 
mum level, so that eliminating the exemptions would not have this 
intended result. 

Instead, unintended effects would come about. The cost of doing 
business for the small producer would be increased without an off- 
setting increase in productivity. Small producers would become en- 
meshed in redtape, which has already proven unworkable. 

Small producers would be forced out of business, swallowed up by 
larger operations, or else have to operate in violation of the law. 
Work opportunities would decline and American wood would be 
placed at a competitive disadvantage. We don’t want any of these 
things to happen, and do not believe that you do. 

We respectfully urge that no bill be reported from — subcom- 
mittee which would eliminate either sections 7(b)(3) or 13(a) (15) 
from the Fair Labor Standards Act. 

Senator CLark. Senator Cooper, any questions ? 

Senator Cooper. I have just come in. I missed the’testimony that 
has been given to date. May I say I am interested in this because 
logging and lumber work is a very important industry in my own 
State of Kentucky. 

This minimum, as I understand it, if the exemptions were removed 
from the Fair Labor Standards Act, would apply to all logging oper- 
ations without regard to the number of men that might be employed ? 

Mr. Bromiey. Yes, that is our concern, Senator. 

Senator Cooper. I suppose you have developed the fact that a great 
part of the logging operations are conducted by farmers and woodlot 
owners, timber owners on a part-time basis ? 

Mr. Bromiry. We have gone to great pains to do that and have the 
figures showing that, sir. 

Senator Cooper. I think I am rather familiar with this, having 
lived in such a section for a long period of time. 

Senator Crark. Thank you very much, sir. 

Mr. Bromiry. Thank you, sir. 

Senator Crark. The next witness is Mr. Randle J. Dedeaux of 
Mississippi, and Mr. David Jackson of South Carolina, representing 
the Forest Farmers Association. 


Gentlemen, we‘are happy to have you before the committee. Do 
you have a prepared statement ? 


STATEMENT OF RANDLE J. DEDEAUX, SMALL LANDOWNER AND 
TIMBER DEALER, PERKINSTON, MISS.; ACCOMPANIED BY 
J. WALTER MYERS, JR., EXECUTIVE DIRECTOR, FOREST FARM- 
ERS ASSOCIATION, ATLANTA, GA.; DAVID JACKSON, SUMMER- 


VILLE, S.C.; W. C. POWELL, STARKE, FLA.; AND ADAM KERR, 
CANDLER, N.C. 


Mr. Myers. Mr. Chairman, I am Walter Myers, the executive sec- 
retary, and I would like to introduce Mr. Dedeaux and Mr. Jackson, 
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and we have several others who are very interested in this. None of 
them will testify but they just want to sit in and express their interest. 

Senator CLarK. We are very happy to have all of you gentlemen 
here. Mr. Dedeaux, you may proceed. 

Mr. Myers. If I may, I would like to introduce these folls. This 
is Mr. Dedeaux to my right, and Mr. Jackson, to my left. Mr. Dedeaux 
is from Perkinston, Miss., and Mr. Jackson from Summerville, S.C. 
He will not testify. This is Mr. Powell from Starke, Fla., Mr. W. C. 
Powell; and this is Mr. Adam Kerr from Candler, N.C. 

We are an association predominantly of small timerland owners 
in 15 Southern States and small businessmen in the forests. We are 
not an industry group. Without further ado, sir, I would like to 
introduce Mr. Dedeaux. 

Senator Crark. Thank you, Mr. Myers. Will you proceed, Mr. 
Dedeaux. 

Mr. Depeaux. Mr. Chairman, my name is Randle J. Dedeaux. My 
home is Perkinston, Miss. I am a small landowner, forest farmer, 
timber producer, and dealer. As one of the 3,600 owners and oper- 
ators affiliated with the Forest Farmers Association, which covers 15 
Southern States, I find my situation and problems are similar to 
those of other small owners and operators over the entire South from 
Virginia to Texas. 

We small owners and operators, like myself, are all tremendously 
interested in certain amendments proposed to the Fair Labor Stand- 
ards Act. We are particularly concerned about the proposals to 
eliminate the 12-man and seasonal logging exemptions, and to raise 
the minimum wage to $1.25 per hour. It appears to us that these 
proposals would hurt the small owner and operator more than anyone 
else, which seems diametically opposed to our American way of think- 
ing. Before I finish, however, I believe that you will understand 
why we feel this way. 

Let us consider for a moment the 12-man exemption as it affects 
small woods operators. This exemption is of great help to small 
operators like myself, who are forced to do all of their office work 
themselves. I cannot afford to hire a bookkeeper, and my office setup 
is limited at best. Even as it stands now, a good many of my nights 
and weekends are taken up with keeping necessary records, reports, ete. 

Removal of this 12-man exemption would merely add to the many 

roblems already faced by small timberland producers and operators 
Fike myself. 

Perhaps you can understand our situation better if I mention that 
our second growth Southern forests are such that it is seldom possible 
to use large logging crews under the supervision of individual foremen 
to harvest the timber. Usually we have isolated individuals and small 
crews working without immediate close supervision. To attempt to 
put such scattered individuals and small crews on a factory-type, clock- 
punching basis is just about impossible. To require small operators 
like myself to assume additional record keeping problems by eliminat- 
ing the 12-man exemption would create undue, if not impossible, hard- 
ships on us small producers—and would likely force many of us out 
of business. 

I would like now, if I may, to discuss the proposed increase in the 
minimum wage from $1 per hour to $1.25 per hour. This is important 
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to small operators who, even though exempt, have to pay at least the 
legal minimum to get satisfactory workers. 

‘As the Forest Farmers Association understands it, this increase is 
aimed at helping the individual working man, and perhaps most of all 
the lowest paid worker. Frankly, we feel that if this is the motive, 
it is a very noble one. However, careful study seems to indicate that 
such action would more often than not do this man more harm than 
good, as well as create serious difficulties for his employer and the 
economy in general. 

Since this minimum wage was only recently raised from $0.75 to $1— 
a whopping 3314 percent, another jump of 25 percent from $1 to $1.25, 
as currently prem would represent a total increase in the past 
3 years of 662, ; percent (that would be from $0.75 to $1.25). Cer- 

tainly the profits of few businessmen, large or small, have advanced 
enough during this period to justify such a w: wwe increase. 

Business in general, and small businessmen in particular, have just 
come through a very severe recession which saw profits drop so much 
that many wondered how long they could stay in business. We are 
only now beginning to recover from this difficult period. To elimi- 
nate the 12-man exemption and the seasonal exemption which is very 
important to certain sections of the country, and also to raise the 
miaimum wage another 25 percent would undoubtedly amount to 
legislating many of us small people out of business. Another result 
would be to make the current unemployment problem even more 
serious. 

In addition, boosting the minimum wage another 25 percent for a 
total of 6624 percent in 3 years—by that I mean from 75 cents to 
$1.25—w ould certainly stimulate further inflation, and make our dol- 
lars worth less and less. 

In small rural communities such as my own, the results of elimi- 

nating the 12-man exemption and raising the minimum wage could 
be disastrous. Employment opportunities are already quite limited, 
and the average worker would have the choice of finding some em- 
ployer who could pay him $1.25 per hour, or the worker could go on 
relief. 

As I see it, there would be no other choice. Frankly, this would 
pinch the poorest qualified and lowest paid workers hardest—in many 
instances they would be actually legislated out of their jobs. I hope 
the committee will not underemphasize the importance of this problem. 
It would be a very real and personal one in my own little community, 
and I know that a lot of families wouldn’t understand why their 
breadwinner was not allowed to work if he couldn’t make $1.25 per 
hour. 

Meanwhile, another little man would also be hurt by increasing 
the minimum wage—the small timberland owner. After all, someone 
would have to pay for this increase. We all know that. Now, if 
the employer doesn’t increase his profits by 25 percent, someone has 
to make up the difference. One result could be offering landowners 
less for their timber, and again, the little man gets hurt. At this 
point, I want to mention that the growing. harvesting, and processing 
of timber have much in common with raising of other agricultural 
crops. Our people consider it as such, and ‘call areas where these 
crops are grown tree farms. 
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Timber crops, like row crops, cannot. be harvested every day in the 
year, and harvesting crews may be idle for a week at a time, or work 
unusually long hours, just like other farmers, due to the uncertainties 
of nature. Since row crop farmers are exempt from provisions of 
the Fair Labor Standards Act, for these very reasons we feel that 
small forest farmers and operators should likewise be exempt. 

Frankly, we small timberland owners and operators need all the 
breaks we can get just to survive in today’s economy, but I believe the 
small man is still extremely important in our American way of life. 

I thank the committee for its courtesy in allowing me to present 
the views of the Forest Farmers Association, and your consideration 
to the retention of the 12-man and seasonal exemption, and to holdin 
the minimum wage at $1 per hour will be most helpful and appreciated. 
Thank you. 

Senator CLark. Senator Cooper. 

Senator Coorrer. No questions. 

Senator Crark. Mr. Dedeaux, do you do a certain amount of logging 
yourself ? 

Mr. Depraux. Yes, sir, I.doa certain amount of logging myself. 

Senator CLark. What do you pay your help / 

Mr. Depraux. A lot of it is done on a piecework basis and, gen- 
erally, their wages will run from $1 to $1.50 an hour, generally well 
above the minimum wage. 

Senator CLarK. If you pay them that much, why would you object 
to having the minimum raised ? 

Mr. Depravux. I would object primarily because of the general up- 
ward push, the inflationary spiral that would be generated by raising 
the minimum wage. 

Senator CLark. But this wouldn't affect your labor costs, would it? 

Mr. Depgavx. Yes, it would affect my labor. I have to compete for 
labor with other industries, and when you raise the minimum wage, 
my observation has been that you don’t just raise the lowest paid 
worker. Everybody up the line gets pushed, too. 

Senator Ciark. Yes, but if you are paying more than $1.25 an hour, 
it is a little difficult for me to see why it would hurt you if the floor 
were placed lower than what you are paying anyway. 

Mr. Depeaux. You would get, as I say, an upward push. It may 
not affect me for the first week or two, or the first month or two. 

Senator CLark. What is the general rate of your unskilled labor in 
your vicinity now ? 

Mr. Depraux. The general rate is $1 an hour. 

Senator Ctark. Thank you, sir. 

Senator Coorrer. May I ask a question? What kind of a logging 
operation do you conduct ? 

Mr. Depreavux. I conduct primarily pulpwood logging operations, 
Senator. 

Senator CLark. You are not in the sawmill business, then ? 

Mr. Depraux. No. I sometimes do a little sawlog logging but, 
incidentally, usually. . 

Senator Crark. Do you own the timberland yourself ? 

Mr. Deveaux. I do own some timberland myself, yes, sir. 


_ Senator Ciark. How do you get the rest of the pulpwood? Do you 
just buy it from timber owners ? 
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Mr. Depravux. Yes, sir, I buy some from timber owners, and then I 
buy some from independent contractors who have purchased it them- 
selves, and then, in turn, they sell it to me at a rail point or some point 
at delivery. 

Senator CiarKk. Do you contract with pulp mills to furnish them a 

certain amount of pulpwood ? 

Mr. Depgaux. I dosell pulpwood to pulp mills, yes, sir. 

Senator Crark. And you have some point on the railroad where 
they bring the pulpwood to you? 

Mr. Deveaux. I have two main points, yes, sir, where I buy pulp- 
wood delivered to a rail yard. 

Senator Crark. Do you subcontract with some timber owners, or 
rather pulp people w ho bring the cut timber to your loading point ? 

Mr. Depravux. Yes, sir, quite a bit of it is done that way. 

Senator Coorrr. In your business, how many contractors or timber 
owners would you have working delivering the pulp for you over a 
season ? 

Mr. Depeaux. Well, I may be at any given time, Senator, purchas- 
ing pulpwood from anywhere from 4 to 10 independent producers. 
It varies. 

Senator Coorrr. In that 4 to 10, how many of them are ordinarily 
just farmers or timber owners who cut their own wood and bring it 
to you, and how many of them are subcontractors who hire men to 
cut wood ? 

Mr. Depeaux. In my immediate area, sir, most, probably three- 
fourths of those people are primarily engaged in the business of pulp- 
wood producing. About one-fourth of ‘them are farmers who would 
be cutting their own timber. 

Senator Coorrer. Those are constantly and annually engaged 
delivering pulpwood. On the average, how many men will they 
employ ? 

Mr. Depeaux. There again, that varies. It will run from two men 
to as many as a dozen. 

Senator Coorer. You pay them so much a cord ? 

Mr. Depraux. I purchase the wood from them, yes, sir. 

Senator Coorer. Do you know yourself how much they pay their 
men ? 

Mr. Depeaux. Not definitely. I havea very good idea of what they 
pay their men, yes, sir. 

Senator Coorer. Do they pay them by the hour ? 

Mr. Depreaux. It is piecework, sir. 

Senator Cooper. They pay them by thecord. The contractors, with 
whom you deal, do they pay the men who actually cut and produce this 
pulpwood, do they pay them by the day, or are they also paid by the 
cord ? 

Mr. Depgeaux. About 90 percent of them, I believe, pay their em- 
ployees on a piecework basis, so much per cord for the cutting, hauling 
and various breakdowns of the operation. 

Senator Cooper. On a piecework basis, have you got any informa- 
tion that would show what they actually make per hour? Do you 
have any figures on that ? 
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Mr. Depravux. No, sir, I have no figures on that, actually, Senator. 
I would only be able to give you an estimate. People don’t ordinarily 
keep records. 

Senator Ciark. Didn’t I understand you to say a little while ago 
that it was $1 an hour? 


Mr. Depraux. $1 an hour is the general wage for unskilled labor 
in my area, yes, sir. 

Senator Crark. But ] thought I understood you to say—correct me 
if I am wrong—that while you pay on a piecework basis, in your 
judgment it worked out to around $1 an hour in the ordinary state. 

Mr. Depraux. Yes, sir, that is correct. 

Senator Coorer. I assume that you are buying pulpwood from Bill 
Jones, who owns his own timber. He, himself, cuts it with his two 
boys. Do you believe that this amendment would place them within 
the act ? 

Mr. Drpravx. My understanding of it is that if the 12-man exemp- 
tion is eliminated, then that particular person would come under the 
wage and hours law. That is my understanding. 

Senator Coorer. May I ask if any of your argument against this is 
based upon any competitive factor ? 

Mr. Depraux. Will youclarify that, please ? 

Senator Coorer. May Lask if your argument against this exemption, 
against removing the exemption, is based upon any belief that if it were 
removed and labor costs were raised, it would make you and the other 
pulpwood dealers in your area unable to compete with other areas? 
Is your argument based in any way upon that? 

Mr. Deveaux. Certain ily there is a competitive aspect to it, Senator, 
by all means. 

None of us that are in business want to increase our costs more than 
is necessary; but from the standpoint of the 12-man exemption, my 
primary argument there is that the small operator like myself and the 
people T purchase wood from, would be unable to have the facilities to 
keep up with the necessary records and time cards, and so forth, that 
they would have to keep, if they operated under the wage and hours 
law. 

And even if we did not have to operate under it, if we kept our 12- 
man exemption, and if the minimum wage was raised to $1.25, then 
the competitive forces for labor would also force our labor costs up, 
even though we weren’t subject to it. 

Senator Ciark. Thank you, Mr. Dedeawx. 

Mr. Myers, do you have another witness you want to have us hear? 
Mr. Jackson is not here? 

Mr. Jackson. Mr. Jackson is here. Mr. Jackson does not have a 
statement, sir, but I would like to make one comment here. 

We did not intend to bring this out earlier, but due to certain pre- 
vious testimony, I believe it is only fair and it should be brought out 
that Mr. Jackson—the statement was made that the disabled workers 
had no place in the woods and that they couldn’t keep up and that they 
couldn’t run a business. Well, Mr. Jackson, it so happens, has a 100 
percent disability from the Army. He has both of his feet off in the 
Bulge and the other one while they were waiting to pick him up, and 
he has got two artificial feet and he gets around the woods and he is 
not working on disability, he is working on ability, and he is making 
a living, and we are real ‘proud of him. We think it is not fair to say 
that men like that have no place in the woods, sir. 
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Senator CLark. We are happy to have that comment, Mr. Myers. 
Thank you very much, gentlemen. 

Mr. Depeaux. Thank you. 

Senator CLarkK. Our next witness is Mr. Henry C. Waldo, director, 
Northeastern Loggers Association, Lincoln, N.H. 

We are happy to have you here. I see your prepared statement is 
eight pageslong. I wonder if you could put it in the record in full and 
I will ask you to summarize it. 

I will have placed in the record at this point a statement of Adam 
Scott. 

(The statement referred to follows:) 


STATEMENT OF ADAM SCOTT 





My name is Adam Scott. I am 44 years of age and live in Buncombe County, 
N.C. My address is Route 3, Candler, N.C. 

I have been in the pulpwood business since I was a young boy, and at the 
present time I own a truck and have two men working for me. I buy wood from 
various private owners and pay stumpage as it is cunt. My men cut it and are 
paid by the pound for the amount which they cut. They usually only work part 
time cutting wood. Some days they will work 6 or 7 hours, others half a day 
and some days they work on their farms. In other words, they are not employed 
regularly by me, and I do not keep time on them. They work as they please, and 
I only ask them to keep enough wood cut to keep my truck busy. I do the 
hauling, and take the wood to the Champion Paper and Fibre Co. at Canton. 
IT am paid for the wood when it is delivered, and then pay my men. The amount 
of stumpage is usually held out under a contract and is paid direct to the owner 
of the wood. 

Since I drive the truck, I am on the road most of the time and it would be 
impossible for me to keep the time the men work, and since the operation is 
so small, I certainly could not pay a timekeeper. The men working for me have 
been with me for about 5 years, and are perfectly satisfied with the present 
arrangement. In fact, they say this is the only way then can operate, as they 
must have time in which to do their farmwork. 

Over the years I have made a good living operating under the present system, 
but as I only went to the fifth grade in school, I do not have the education to 
keep time, make reports, and do the other things which would be required if the 
12-man exemption was removed. If it becomes necessary for me to employ 
someone to do this, it would mean that I would have to go out of my present 
business and seek other employment. At my age, and with my education, it 
would be hard for me to find anything which I could do. 

At the present time I am independent, I have worked hard over the years, am 
thoroughly familiar with pulpwood operations, and I would hate to give this up 
and have to start out looking for something new. If the 12-man exemption is 
removed, I am afraid that is what I would have to do. 

I know lots of other small operators who do business as I do, and they, too, 


would lose their independence and their means of earning a living, just as I 
would. 


Senator CriarK. Will you proceed, Mr. Waldo. 






STATEMENT OF HENRY C. WALDO, DIRECTOR, NORTHEASTERN 
LOGGERS ASSOCIATION, LINCOLN, N.H., ACCOMPANIED BY WILLIS 
F. STODDARD, BETHEL, VT.; JOSEPH MORIN, ST. JOHNSBURY, 
VT.; PERCY THOMPSON, TICONDEROGA, N.Y.; AND WALDO ROBIN- 
SON, BANGOR, MAINE 


Mr. Waupo. Mr. Chariman, I will submit my prepared statement 
for the record. 
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(The statement referred to follows:) 


STATEMENT BY HENRY C. WALDO ON BEHALF OF THE NORTHEASTERN LOGGERS 
ASSOCIATION, INC. 


My name is Henry C. Waldo. I am past president and currently director 
of the Northeastern Loggers Association, Inc., and the statement I am making 
is on behalf of myself and the 479 members of the association whose primary 
business is logging and whose residences include all of the New England States 
and the States of New York, Pennsylvania, New Jersey, Delaware, Maryland, 
West Virginia and some in Ohio and Indiana. The principal office of the 
association is located at Old Forge, N.Y. 

My personal experience with forestry and logging operations in a profes- 
sional capacity covers a period of more than 30 years. This experience began 
in 1927 when I became forest engineer for the Parker-Young Co. of Lincoln, 
N.H. During the period 1933 through 1943 I was employed by the U.S. Forest 
Service, serving as district ranger and later as staff assistant in charge of 
timber sales and other related activities. For approximately 2 years during 
World War II, I served in Washington as Chief, Pulpwood Unit, Office of 
Price Administration. In 1945 I returned to Lincoln, N.H. to assume the 
vacant position of manager of the timberland department of the Parker-Young 
Co. Since that time the property has changed hands twice but I have con- 
tinued in the same capacity. During the Korean incident I was recalled to 
Washington to serve without compensation by the Office of Price Stabilization 
in pulpwood price control activities. During this latter period I served at 
intervals as Acting Chief, pulpwood section in the Agency. During the past 
several years in addition to my regular duties, I have held the office of presi- 
dent, New England Lumbermen’s Association for two terms and president of 
the Northeastern Loggers Association, Ine. for two terms. I am presently a 
director of the latter organization. I also served as chairman of the Gover- 
nor’s (New Hampshire) Timber Tax Study Committee which over a 2-year 
period developed recommendations on forest taxation which were enacted into 
law by the General Court of New Hampshire. 

This long period of experience has enabled me to become well acquainted with 
logging operations and problems throughout the entire area of the United States 
east of the 100th meridian. 

Throughout this entire area it is the practice for sawmills and pulp mills to 
obtain large quantities of logs and pulpwood from independent logging contrac- 
tors and producers, a pattern which holds true throughout the area covered by my 
association. For many years this area provided the timber needs of a growing 
nation and much of the land has been cut over two or three, or in certain in- 
stances, several times. More than two-thirds of all of the taxpaying timberland 
in New England is held in approximately one quarter of a million of these small 
woodland ownerships that average about 72 acres in size. 

Because of this ownership pattern a large percentage of all forest products 
must be secured from these scattered small woodlot areas and the work crews 
of necessity must be small. The typical forest products producer uses a horse or 
two or perhaps a small farm tractor, cutting and hauling his product to locations 
where it may be loaded onto a truck for transport: in some instances he may 
actually own the truck. Many of the operators combine logging with other work 
of a seasonal nature such as farming, harvesting Christmas trees, working on 
roads and so forth. It is unusual for a small operator to employ more than 12 
men at any given time during the year and to cut more than 2 million feet of logs 
or 2,000 to 3,000 cords of pulpwood. His gross receipts on the average would 
probably not exceed $75,000 annually and out of this must come his payroll and 
all other costs incident to the operation. 

I know of no industry as difficult to manage and control as the logging industry. 
Variations in terrain and timber do not permit standardization of methods and 
loggers are always faced with the uncertainty of weather. 


THE 12-MAN EXEMPTION 


The exemption from the minimum wage and overtime provisions of the Fair 
Labor Standards Act for employers of 12 men or less provided by section 
13(a) (15) which was added to the act by the Congress in 1949, offered these 
small businesses wholesome relief from laws with which it was almost or in fact 
quite impossible to comply. The profit margin of these small logging operations 
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does not justify expenditures which are necessary in order to keep seecurate 
records of the hours worked. This is not because small operators are under- 
paid for their services or for their product but rather because the volume of 
their business does not justify overhead costs of this nature. Also there is always 
the problem of not knowing who or when men are actually working. Many may 
work part time and at times most convenient to themselves. The operations most 
generally are away from established residences and the employer or his family 
are not aware of when the workers come and go. Maintaining scheduled work- 
weeks is impossible because of the weather. It is unpleasant and unsafe for 
men to work in the woods during and immediately after rains and generally they 
stay home, but immediately following such periods the workers usually work 
longer hours in order to maintain a normal week’s earnings. Because of the 
problem of recordkeeping it has long been the custom for woods workers on 
small operations to be paid on the basis of piecework rates without regard for 
hours worked. 

Congress recognized the impractibility of small operators complying with the 
recordkeeping provisions of the act when it enacted the partial exemption for 
logging and forestry operations employing 12 men or less. If the Congress now, 
should eliminate the 12-man exemption, the employer will be forced to keep a 
record of the time worked and pay the workers on that basis. This means that 
when a 10- or 12-man crew is broken into several smaller units, all perhaps of 1 
man each, some person must be detailed to watch over and to know where and 
when every worker is working. When the jobs are scattered over an area of 
two or three townships which is quite often the case, it can be easily recognized 
that even this is an impossible accomplishment. 

Nowhere in the area is there a superabundance of woods workers today and 
because of this fact woods workers earnings are maintained on a level generally 
the equal of, if not higher than that existing in other occupations. On the small 
exempt operations, wages are generally higher than on operations subject to the 
Fair Labor tSandards Act. For example, in New Hampshire at the present time, 
the prevailing wage as reported by the New Hampshire Division of Employment 
Security for piecework cutters is $5.50 per cord for rough pulpwood cut at the 
stump and $6.50 per cord for rough pulpwood yarded. On the exempt operations 
one will find wage rates far higher than the prevailing wage just quoted. This 
reflects the difference in the piecework rate demanded by the worker to equalize 
gross weekly earnings with workers employed on the larger nonexempt oper- 
ations. It also indicates that workers can be recruited for the larger oper- 
ations more easily than when a job is of short duration. In the area covered 
by my association, earnings of woods workers in excess of $2 per hour are quite 
common and earnings as low as those established by the various State highway 
departments for common labor is almost unheard of. There is no evidence to 
support any claims that because of the exemption woods workers are being 
exploited. 

The result of elimination of the 12-man exemption will be almost total elimi- 
nation of the small businessman type of logger. He will not be able to afford 
the overhead which he will be forced to maintain in order to police and administer 
his operation. There also will be great reluctance on the part of consuming 
mills to buy the output of his crews for fear that they will become innocent 
partners to his unavoidable violations. 


SEASONAL EXEMPTIONS 


Seasonal exemptions as provided in the Fair Labor Standards Act under 
section 7(b)(3), currently provide under the law a satisfactory method of 
dealing with natural seasonal factors peculiar to the logging industry in the 
area covered by my association. Seasonal exemptions covering the operation 
of sap peeling, ice road hauling, and spring freshet driving have been approved 
by the Administrator. The ice road hauling and spring freshet driving oper- 
ations are conducted almost entirely, and the sap peeling in large part, in the 
deep forest areas, where the employer of necessity has to provide housing and 
subsistence for his employees. The sap peeling season is limited to that period 
of the year when the sap is rising in the trees and varies somewhat between 
Species but the normal season lasts from 8 to 14 weeks during late spring and 
early summer. The ice road hauling takes place when subfreezing temperatures 
enables otherwise swampy land to be frozen solid enough to support the move- 
ment of sleds and trucks. The cost involved in building roads would be entirely 
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prohibitive by any other method. Good winter hauling over these roads usually 
is limited to about 14 weeks in the months of December, January, February, 
and March. Spring freshet driving involves the movement of wood, either logs 
or pulpwood, down the streams to the mills or loading places from the point 
where the product is placed in or alongside the streams, during that period in the 
spring when melting snow and spring rains raise the water level sufficiently 
to move the wood or logs over the normally rocky stream beds. This operation 
can be done at no other time. If it were necessary to conduct any of these 
operations on a 40-hour week basis, much greater numbers of men and much 
larger camps woud be required. This of course would result in increased costs 
and at the same time each worker would receive a much smaller weekly wage. 
We must also face the practical matter of where the additional workers could 
be recruited. The work is all highly skilled and there are barely enough skilled 
men to perform the work under the present system. 

In the northeast, especially the States of Maine, New Hampshire, Vermont, 
and New York, pulpwood producers must compete with Canadian pulpwood for 
their market. Woods labor is much more plentiful in Canada than in the 
adjacent border area in the United States and there are no laws in Canada 
which arbitrarily increase the production costs of forest products. Many hun- 
dreds of thousands of cords of pulpwood are now imported from Canada and 
anything which would tend to price our own pulpwood higher, would auto- 
matically benefit Canadian producers in their exports to the American market. 

The loss of the seasonal exemption which has been accepted and followed for 
20 years under the law would have far reaching effects, it would raise costs not 
only of the raw material but the resulting finished product and would tend to 
force people out of business, eliminate jobs and indirectly benefit the Canadian 
producers. 

THE MINIMUM WAGE 


The current minimum wage of $1 per hour, we believe is a fair minimum wage 
and in our opinion the proposed increase to $1.25 per hour will be detrimental 
to those woods workers who because of inexperience or physical handicaps are 
unable to earn more than $1 per hour under prevailing piecework rates. You 
realize of course that if we permit a worker to remain on the job and he is 
unable to produce enough output whatever it may be, on the established piece- 
work rate, that we must pay him at the $1 per hour minimum regardless of what 
this amounts to on a piecework basis. Employers therefore, for their own 
protection, keep a careful watch on each employee’s production and whenever 
it becomes evident that any worker is not producing the minimum daily stint 
to keep costs within the agreed piecework rate, he is released. This results in 
many men who want to earn a living being denied the opportunity for employ- 
ment. The $1 per hour minimum wage does not concern the skilled worker, 
who not uncommonly on the same piecework rate may earn two or three times 
the minimum wage. 

On all large woods operations there are a few hourly paid workers performing 
such tasks as carrying lunches, tending stables and camp bunk rooms, washing 
dishes and waiting on tables, who are not physically able to perform hard labor 
but they do ofttimes work long hours. They of course are paid at the rate of 
1% times their regular hourly rate for work in excess of 40 hours per week 
which results in a very satisfactory weekly wage. Other hourly paid workers 
of various skills expect a normal or customary rate differential over what the 
less skilled or able workers are paid. If it is necessary to increase the wage of 
the least able workers to $1.25 per hour all wage rates must be increased propor- 
tionately and this of course will result in greatly increased costs to the operation. 
The inflationary effect on operations employing these workers will be reflected 
generally throughout the industry. 

In conclusion with respect to S. 1046, my specific recommendations are as 
follows: 

1. Retain the present 12-man forestry and logging exemption in the Fair Labor 
Standards Act. This can be done by adding what is now section 13(a) (15) of 
the current act to the list of exemptions in section 9 of S. 1046 so that the exemp- 
tion reads: “The provisions of section 6 and 7 (minimum-wage and overtime 
pay) * * * shall not apply with respect to * * * any employee employed in 
planting and tending trees, cruising, surveying, or felling timber, or in preparing 
or transporting logs or other forestry products to the mill, processing plant, 
railroad, or other transportation terminal, if the number of employees employed 
by his employer in such forestry or lumbering operations does not exceed 12.” 
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2. Retain the seasonal exemption by having all of clause (b) of section 6 


of S. 1046 deleted; this clause reads: “(b) Subsection (b) of section 7 of such 
act is amended by striking out clause (3) thereof.” 

3. Retain the current minimum wage in the Fair Labor Standards Act. This 
can be done by deleting from S. 1046 clause (b) of section 5 which reads as 
follows: “(b) Paragraph (1) of subsection (a) of section 6 of such act is 
amended by striking out the figure ‘$1’ and inserting in lieu thereof the figure 
‘$1.25’.” 

Mr. Watpo. I have with me today four members, besides myself, 
of the Northeastern Loggers Association. One of them, Mr. Robin- 
son, on the left, has a short statement that I would like to have made 
and taken out of the time allotted to me. These other men are here 
just to answer questions, if they can be helpful. 

Senator CLark. Mr. Robinson, will you proceed, , please ? 

Mr. Watpo. I will go ahead with what I have first, if I may, Sen- 
ator. I think that the statement which I have prepared shows my 
qualifications, and without any more discussion about that I will 
proceed. 

have already indicated the position of the Northeastern Loggers 
Association as regards the proposal outlined in §8. TOES, We are 
very much interested in three proposals which I will elaborate on 
later. But before I go further into this elaboration, [ would like to 
introduce more fully these men that are sitting beside me. 

On the right is Mr. Stoddard, in business as D. F. Stoddard & Son, 
in Bethel, Vt. Mr. Stoddard cuts and buys pulpwood, logs, Christ- 
mas trees, poles, piling, or any other forest product that he can find 
a market for, and he sells his products to whoever pays the most 
money. 

On my immediate right is Mr. Joseph Morin of St. Johnsbury, Vt., 
a dealer who buys from small producers. He has scores of these small 
producers that he buys wood from and he sells it to several consuming 
mills, 

On my left is Mr. Percy Thompson of Ticonderoga, N.Y., who has 
a similar business. And on my extreme left Mr. Waldo Robinson of 
Bangor, Maine, who owns land of his own, and tries to make a living, 
which Iam sure he does. 

Senator Cirark. We are happy to have all of you gentlemen here. 

Mr. Watpo. Now as regards the 12-man exemption, we consider 
this a most vital aid to the small businessman type of logger which 
is exemplified by these gentlemen here today. In my honest opinion 
the elimination of this exemption will eliminate this kind of logging. 

Senator Crark. What would replace it? We are still going to need 
the logs, aren’t we ? 

Mr. Warpo. They could be only replaced, as I see it, by company 
operations. They, I believe, would be eliminated for two reasons. 

They would be afraid to try to operate, they will be afraid of vio- 
lating Federal law or the consuming mills will be afraid to buy their 
product because they will be afraid the W age and Hours Division 
will determine that those products are hot goods, and then hold the 
consumer liable for violations. 

We have heard mention of seasonal exemption 

Senator CrarK. Before you get to seasonal exemption, could I ask 
you a couple of questions 

Mr. Watpo. Yes, sir. 
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Senator CLtarK. Do you gentlemen in the Northeast still operate 
through logging camps? 

Mr. Watpo. We do still in the deep forest areas, but in the areas 
that are within commuting distance of communities, we find that the 
camps are being gradually replaced by these commuters who drive 
into the woods on gravel roads furnished by the employers. 

Senator CLiark. You say in your formal testimony, do you not, 
that the average holding is around 75 acres? 

Mr. Watpvo. Two-thirds of the taxpaying timberland in New 
England is held in a quarter of a million of these small ownerships 
of about 72 acres each. 


Senator Crark. Presumably working on that type of acreage you . 


would not have a logging camp, would you ? 

Mr. Watpo. That is right. 

Senator Crark. Mr. Waldo, what is the going rate of wages in the 
logging business in your area ? 

Mr. Watpo. Those vary from State to State, but they are deter- 
mined, the prevailing wage is determined by the various employment 
offices of the various States, and those wages are set at a level which 
I think are considered fair by the Government agencies and fair by 
the employers. 

Senator Ciark. Can you give us the range, minimum and maxi- 
mum, throughout the area of the association that you represent ? 

Mr. Waxpo. I can’t for the whole area, Senator; no, sir. 

Senator Ciark. Perhaps each of these gentlemen would be willing 
to tell us what rate of wages each of them pay ? 

Mr. Watpo. I think they would. 

Senator CLrark. Would you mind, gentlemen, speaking up, identi- 
fying yourself and telling us what rate of pay you each pay ? 

Mr. Rosrnson. I am Waldo Robinson. I pay $7 a cord for rough 
wood pulled to a bulldozed road, and I supply horse and equipment. 
I pay $10 per cord for peeled wood; peeled, sawed, and piled back 
in the woods. 

Senator CrarK. On the basis of your experience, what would you 
estimate the average hourly rate of the workers who sell those cords 
of wood to you would be? 

Mr. Rorrnson. My good men who are up there to work would 
range from $2 to $2.50 an hour, and I have checked it many times. 
The others, I have to check them occasionally to see that they are 
above the minimum wage but there is no way of knowing how many 
hours they are working. 

Senator CLark. When you say the minimum wage, what figure do 
you have in mind ? 

Mr. Rosrnson. Based on $1 an hour. 

Senator Coorrr. Could I ask one question. You are not actually 
under the minimum wage law ? 

Mr. Rosinson. I employ less than 12 men on my job. 

Senator Coorer. You are not under it ? 

Mr. Rosrnson. No. 

Senator Cooper. When you are talking about minimum wage, you 
are comparing what these men make with the minimum wage? 

Mr. Rosinson. That’s right. 

Senator Cooper. You are not actually required to pay it ? 
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Mr. Rosrnson. I am not forced to; no, sir. 

Senator CLarK. Now could we have the next gentleman. 

Mr. THompson. My name is Percy Thompson, Ticonderoga, N.Y. 
I pay $6 per cord for rough wood, rough hardwood, pine and hemlock, 
to the main road or to the logging road, and $9 for peeled wood. My 
men average, my good men average, from $2 to $2.50 per hour. 

Senator Ciark. And how about those who are not so good ? 

Mr. TxHomeson. I have to watch them that they get over the 
minimum wage. 

Senator Ciark. Mr. Waldo, do you have any personal experience? 

Mr. Watpo. Yes,sir,I do. We have logging operations in northern 
Maine where the prevailing wage has been already established for this 
year’s operation by the Maine Employment Service. This is for 
peeled spruce and pulpwood cut and yarded along truck roads. That 
ranges from $8.50 to $10.50 per cord. 

In our operations in New Hampshire we have no peeled wood, but 
our general rate we are paying for rough pulpwood cut and yarded on 
roads is $8 per cord. 

Senator Crark. Thank you, sir. 

Next witness. Yould you speak up, please? 

Mr. Morty. I am a buyer. 

Senator Ciark. So you have no personal familiarity with the rate 
of wages paid? 

Mr. Sropparp. My name is Willis Stoddard from Bethel, Vt. I 
operate with a small crew, and my rate of pay is very similar to Mr. 
Robinson’s. It is depended upon the type of operation, of course. 

I think you are familiar with the fact that each woodlot has its own 
peculiarity and its own problem. I pay $10 to $11 per cord where I 
furnish the horse to the woodsmen to cut and peel and pile beside a 
road either bulldozed or otherwise that I designate. That is for peel- 
ing wood. I can’t answer on an hourly basis. 

IT can say this: That we have a wide range of payment due to the 
ability of the man. We have every year one or two or three older 
men. Maybe one or two of them are already receiving social security. 
They will come in, and during the better months, during the summer, 
work for 2 or 3 months to supplement their social security. 

Those fellows who work maybe 4 or 5 hours a day may be in the 
woods so that some weeks they earn $30 and some weeks $40. There 
is no way of me knowing the exact hours, because I can’t be there with 
them. Our good operators with their chainsaws will go in and it 
is not uncommon for me to write a check in excess of $100 a week to 
these men that are really in the business to cut wood. 

Senator CLiark. Thank you, sir. Now, Mr. Waldo, would you go 
ahead. 

Mr. Watpo. Yes, sir. I just got up to the point of mentioning the 
seasonal exemption. 

These seasonal exemptions are most important in the area covered 
by my association. That is, it varies in the various areas of the as- 
sociation. In Maine we have the principal area of stream driving, 
and the stream driving, of course, is limited to that season of the year 
when we have freshet conditions in the streams, and it allows us to 
float the logs in some places in little creeks where there is no water 
in summer, but down to either the mill or the loading out places. 
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That is a job that takes a lot of men working long hours, long hard 
hours to do the work while we have the water. 

The winter hauling season exemption is used in that area where we 
have severe winter conditions that freeze up the swampy land, so that 
we can drive trucks and tractors and other vehicles over it. That lasts 
from the very last part of December until sometime early in March. 

Sometimes we have a breakup even earlier than March, and we have 
to get the wood out of the woods at that time, or it is left there until the 
next year. We can’t afford to build the roads that would take us into 
that area by any other method. 

The sap peeling exemption is used wherever throughout the area 
there is a demand for peeled pulpwood, and it is a season that is very 
limited. It is more limited in some species than in others, but. it 
varies from 6 to 14 weeks immediately following the first warm days 
of the spring up until early summer. We feel that the seasonal 
exemption permits us to handle this work in about the only satis- 
factory manner we can. 

The men are willing to work long days and make heavy produc- 
tion. Now in the case of camps, if we weren’t allowed to do this, 
we must have much larger camps to accommodate the men, and then 
we just wouldn't be able to get the men, because there aren’t the 
number of skilled workers available to do this work, if we limited 
them to 40-hour weeks. 

This point I have written here I would like to read. “The point 
I would like to leave with you regarding the seasonal exemption is 
that it provides a way to get maximum production in a limited time 
with a limited number of skilled w orkers that are available to do the 
work, all to the detriment of no one.” 

Now we have listened to some of the problems of the minimum wage. 
That is very important. to us. But I think others are going to take 
time and it already has been discussed somewhat. So without 
further comment on the minimum wage, I want to go on record here 
as urging you to retain the 12-man forestry logging exemption, re- 
tain the seasonal exemption and continue the present $1 per hour 
minimum wage. 

Now I would like to have Mr. Robinson present to you a typical 
picture of how a small producer conducts his oper rations. 

Senator Crark. Before you do that, I wonder if Senator Cooper 
has any questions. 

Senator Cooper. No. 

Senator Ciark. Senator Stennis, we are very happy to have you 
sitting with the committee. 

Senator Stennis. Thank you, Senator Clark. I am delighted to 
be here. I had the privilege of making a statement here before. 
(see p. 316). 

Senator CiarK. Do you care to ask any questions at this point? 

Senator Stennis. I believe not. I would just listen. This has 
been a very good statement. 

Senator CiarK. Mr. Robinson. 

Mr. Rosrnson. Senator, I wrote to this committee requesting time 
to be heard and was advised that I should file a statement, because 
there was no time for an individual. I have a short prepared state- 
ment here which, with your permission, I would leave with the clerk. 
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Senator Crark. It will be printed in the record at this point in 
the hearing, if you will see that it gets to the stenographer before you 
leave. 

(The statement referred to follows :) 


STATEMENT SUBMITTED By WaALpo E. RoBINSON OF HERMON, MAINE, AN 
INDEPENDENT PULPWOOD DEALER 


Iam Waldo E. Robinson from Hermon, Maine, Penobscot County. For the past 
10 years I have been a buyer and producer of pulpwood and saw logs. I handle 
from 5 to 8 thousand cords of pulpwood a year and cut about 500,000 board feet 
of logs each winter. 

To obtain this amount of pulpwood, which I have contracted to deliver to the 
various pulpwood mills in my area, namely the International Paper Co., Liver- 
more Falls, Maine—Great Northern Paper Co., Millinocket, Maine, Penobscot 
Purchasing Co., Great Works, Maine, I must buy from farmers that cut and 
peel pulpwood on their own land and from pulpwood operators that cut on their 
own land and on land that they have agreed to buy the stumpage on. 

These small pulpwood operators usually employ from 4 to 12 men. These men 
have their own horses and equipment and the operator on a job of this kind is 
woods boss, paymaster, sealer, truck-driver or whatever is necessary to keep a job 
of this kind going along on a profitable basis. In other words, he is a one-man 
band, as Tam, myself. 

A pulpwood operator, such as I have described, may have several crews of 
from 2 to 4 men working on several different woodlots in one or more towns. 
The men in these crews are their own boss. They go to work when they want 
to and go home the same way. They may work 10 to 12 hours a day during 
the peeling season. I have known men that go back in the woods to fell and peel 
trees after supper when it is cool, if their home or camp is near the job. You 
no doubt will wonder why a man would go back to do this work after supper, 
but there are several reasons. First the peeling season is very short, only from 
6 to 14 weeks, according to the kind of trees that are being peeled. Also this 
work is done on a piecework basis and the more trees that are peeled, the more 
money he earns each week, during this season. In many cases, these men have 
other jobs to go to after the bark sticks, but will come back in the fall again, 
to yard and saw the trees that they peeled and the amount of wood peeled during 
this time governs the amount of work that will be available in the fall. 

As you can readily see, it would be very difficult to keep hourly records on men 
that work in this manner and it is from this type of producer that I buy 3 
to 4 thousand cord of pulpwood per year. 

For the balance of the pulpwood that I have agreed to produce for the mills, 
I must hire men and have them cut on my own land. I am now operating on a 
6,000-acre tract of land which is in township 32 and which is 45 miles from my 
home or office. Therefore, I am only able to be on this job 1 or 2 days a week. 
The men use my horses and equipment and live in camps that are furnished 
by me. They work in 2-man crews. I usually have 4 or 5 crews working over a 
wide area, in many cases 1 or 2 miles apart. To be sure, they all come back to 
the camps at night but who is to say they were working all the time they were 
in the woods. With the distance the crews are apart, it would be impossible 
to keep a time check on them. It is not like a factory, with all the employees 
under one roof, therefore they work the number of hours they want to and when 
they want to. They are paid $10 per cord for peeled wood sawed and skidded 
to a bulldozed road. The skilled woodsman that goes up there to work will 
make from $2 to $2.50 per hour. I have checked many times. 

Then you have the other type man, that for reasons of his own or being 
handicapped by age or otherwise, that won’t make much more than the minimum 
wage of $1 per hour and if the minimum wage was $1.25 per hour, I would have 
to let this man go, and possibly deprive him of work. 

In short, gentlemen, we in tbe Forest Products Business can live under and 
abide by the Fair Labor Standards Act 

(1) With the seasonal exemptions; 

(2) With the twelve-man exemption ; 

(3) With the minimum wage of $1 per hour; 
and I would highly recommend that it be left as it has been. 
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Mr. Roginson. I introduced myself before. I am Waldo Robinson 
of Bangor, Maine, Penobscot County. For the past 10 years I have 
been a pulpwood buyer and pulpwood producer, and also on saw logs. 

I handle from 5,000 to 8,000 cords of pulpwood per year, and cut 
on my own land 500,000 board feet of pine logs per year during the 
winter months. 

To obtain this amount of pulpwood which I have contracted to de- 
liver to the various mills in my area, namely the International Paper 
Co. and the Great Northern Paper Co. and other mills in my area, I 
must buy from farmers that cut and peel wood on their own land and 
from pulpwood operators that cut on their own land and on land that 
they agree to buy stumpage on. 

These small pulpwood operators usually employ from 4 to 12 men. 
These men have their own horses and equipment, and the operator in 
a job of this kind is woods boss, paymaster, scaler, truckdriver or 
whatever is necessary to keep an operation of this kind operating on a 
profitable basis. He actually is a one-man band as I am myself. 

A pulpwood operator such as I have described may. have several 
crews, from 2 to 4 men working on several different lots in one or more 
towns. The men in these crews are their own bosses. They may 
work 10 or 12 hours a day during the peeling season. I have known 
men that go back to work in the woods to fell and peel trees after sup- 
per when it is cool, if their home or camp is near enough the job to 
make it advisable. 

You no doubt wonder why men go back to do this type of work after 
supper, but there are several reasons. First the peeling season is very 
short, from 6 to 14 weeks according to the kind of trees that you are 
peeling. 

Also this work is done on a piecework basis, and the more trees that 
are peeled, the more money he earns each week during this peeling 
season. In many cases these men have other jobs to go to after the 
bark sticks, and will come back in the fall to yard and saw the trees 
that they peeled during that peeling season. So you can readily see 
the greater number of trees peeled during the peeling season warrants 
a long profitable job in the fall. 

From this type of producer of pulpwood I buy-from 3,000 to 4,000 
cords of wood a year. For the balance of the pulpwood that I have 
agreed to produce for the mills, I must hire men and have them cut 
on my own land. 

I am now operating on a 6,000-acre tract of land, which is township 
32 and is 45 miles from my home or office. Therefore I am on that 
job 1 or 2 days a week. 

The men use my horses and equipment, live in camps that are fur- 
nished by me. They work in two-man crews. I usually have from 
four to five crews working over a wide area, in many cases a mile or 
2 miles apart. 

To be sure, they come back to camp at night, but who is to say they 
were working all the time they were in the woods. With the distance 
the crews are apart, it would be impossible to keep a time check on 
them. 

It is not like a factory with all employees under one roof. There- 
fore they work the number of hours they want to and when they want 
to. They are their own boss, temperamental as opera singers, and 
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mighty proud that they are an independent not underprivileged group 
of individuals. 

Senator CLark. They get paid by what they produce? 

Mr. Rosrnson. By w chat they produce. I scale and pay every week. 
I also carry group insurance. I have men that have been w ith me up 
to 10 years, and occasionally they get tired of cutting pulp and go on 
some other job, but I am always ‘pleased to see them ‘back, and appar- 
ently they are glad to get back. 

As I have told you before, I pay $10 for peeled wood, and they 
manage to earn from $2 to $2.50 an hour. Iam referring to good men. 

Then you have a typical man that, for reasons of his own, being 
handicapped by age or otherwise—and I have two old men over 64 
years old with me now, one of them has been with me 8 years—they 
won't make more than $1 an hour. And if the minimum wage was 
raised to $1.25, I would have to let this man go and possibly deprive 
him of his work. 

In short, gentlemen, we in the forest products business can live under 
and abide by the Fair Labor Standards Act with the seasonal exemp- 
tion, with the 12-man exemption and with the minimum wage of $1 
an hour, and I would highly recommend that it be left as it has been. 

Thank you. 

Senator Ciark. Thank you, Mr. Robinson. Thank you very much, 
gentlemen. Weare happy to have had you here. 

Our next witness will be Mr. S. F. Mullins, of the forest-producing 
group of the Mississippi Manufacturers Association. 

I understand that you have Mr. Sanders and Mr. Ingram with you, 
also from Mississippi. 

I see that you have three statements here, one for yourself and one 
for each of the other gentlemen, Mr. Sanders and Mr. Ingram. I 
would suggest that they be placed in the record at this point in the 
hearing, and that you tell the committee or get Senator Stennis, who 
we are so happy to have with us, to introduce you, and then give the 
high points of your testimony and what your position is on this 
legislation. 

‘Senator Stennis. Mr. Chairman, may I say this not for these gen- 
tlemen, but for the record. We have to deal with other matters here, 
Mr. Chairman and members of the subcommittee, that as Senators we 
don’t have person firsthand knowledge of. This happens to be one 
that I know something about from the practical standpoint. 

I have already made the statement to the subcommittee. I know 
how this business operates. I know your problem. I know its strong 
points. I know what the business means to the part-time laborer, the 
seasonal laborer. 

I own a modest amount of what. we call cutover timberland, and I 
sell a little from time to time, so I know something from the seller’ Ss 
standpoint. 

These gentlemen here know their business and they are representing 
it right down at the grassroots level. 

I am glad to hear this testimony, and especially glad to have them 
come here and tell this problem to this subcommittee. Thank you. 

Senator CLark. Thank you very much, Senator. We are very glad 
to have your comments for the record. Proceed, Mr. Mullins. 
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STATEMENT OF S. F. MULLINS, FOREST PRODUCERS GROUP, MISSIS- 
SIPPI MANUFACTURERS ASSOCIATION; ACCOMPANIED BY H. E. 
SANDERS, MERIDIAN, MISS.; J. D. INGRAM, CARTHAGE, MISS.; 
AND PRICE PASCHAL, BRANDON, MISS. 


Mr. Muuuins. Senator Clark, I would like to introduce these men 
with me. 

On my right is Mr. Price Paschal of Brandon, Miss., who is a saw- 
mill operator and will not testify, but is here to answer any questions 
that you might have in that field. 

On my near left is Mr. J. D. Ingram of Carthage, Miss., a pulp- 
wood producer, and on my extreme left is Mr. H. E. Sanders, a saw- 
mill owner and operator of Meridian, Miss. 

My name is 8. F. Mullins. I am a pulpwood dealer and timber- 
land owner living in Natchez, Miss. My area of operation is in 
southwest Mississippi. I have been in and associated with the tim- 
ber business all my life. 

I was a logging superintendent and log buyer for Anderson-Tully, 
of Vicksburg, a hardwood mill, from 1933 to 1944. I owned half 
interest and operated a small veneer mill and sawmill from 1949 to 
1953. In 1950, in conjunction with my veneer and lumber business, 
1 became a pulpwood dealer. With this background I believe I am 
fully qualified to speak on the subjects that I will cover in this 
statement. 

At the outset, let me state that the forestry industry in the South 
comes under, and is operated under the wage-hour law. I represent 
the Forest Products Industry Advisory Group of the Mississippi 
Manufacturers Association, and I am speaking in opposition to the 
proposals in Senate bill No. 1046, which would eliminate the 12-man 
exemption in small forestry operations, and which would raise the 
minimum wage from $1 per hour to $1.25 per hour. 

What is the function of a pulpwood dealer? 

For as long as I can remember, pulpwood and sawlogs have been 
produced by small, independent operators, even back as far as the 
days when oxen and mules were used, and virgin timber tracts were 
large. The mills draw wood from large areas, sometimes going into 
as many as three States, and find it very difficult to procure an even 
flow of wood in accordance with their weekly needs. 

Because of varying weather conditions, and the whims of the pro- 
ducers, many of whom are also engaged in farming, it is necessary 
that they buy their wood in weekly ‘orders from pulpwood dealers 
who can assure them that they will ship the desired quantity of wood 
when ordered. 

To the best of my knowledge, throughout the South, pulpwood is 
produced’ from very small tracts of second growth timber. In my 
own area of operation, which covers seven counties, and I think this 
is true of the entire South, at least 75 percent of the wood that I 
purchase comes from tracts containing less than 60 acres, with most 
tracts marked for thinning, using best forestry practices. 

In order to economically and profitably operate, the producer’s crews 
are necessarily limited, usually containing 12 men or less. The pulp- 
wood or sawlog pr oducer is a small, independent businessman, who 
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generally owns one or two trucks, several axes, and one or two power 
saws, having an investment of from $3,000 to $6,000. 

He usually drives a truck and cannot be present to oversee the 
woods operations at all times; and since he is a working employer, he is 
not a proficient bookkeeper, which would be necessary to keep the 
records that would be required by law. Almost without exception he 
hires his men on a piece-work basis, which is necessary for many 
reasons. 

1. It is practically impossible, and certainly economically impossible 
to keep accurate time records in the woods. Men are scattered over a 
wide area for reasons of safety, and the fact that the timber stands 
are scattered. 

, There is no concentration of labor available in these rural areas. 

3, It is quite possible that in order to round out his crews for full 
production capacity of his truck, that he might have to employ one 
or more handic apped workers who are not able to hold a factory job, 
but who can go into the woods and work as they see fit, and make what- 
ever amount of money they want to make on any given day This is 
certainly an important phase for you gentlemen’ to consider. 

This small, independent businessman’s operation is governed to a 
very large extent by weather conditions. It is not unusual in our 
southland, during the winter months from November to April, for us 
to have bad weather lasting 2 or 3 weeks at a time. 

When the weather breaks, and the ground is dry enough so that he 
may resume his operations, he and his men must work longer hours 
during every day that the sun shines, so that the average of their 
income will be stabilized. If this man were required to work only 40 
hours, when he can go back into the woods, he certainly cannot when 
it is too wet to work, or pay overtime on $1.25 minimum wage, cer- 
tainly the first or second siege of this weather would force him out of 
business. 

We must also consider the small tree farmer who tries to harvest 
his timber wisely and conserve one of this Nation’s most important 
natural resources. The Government has spent many millions of dol- 
lars, and is obligated to spend many more millions in the soil bank 
programs. 

Without the 12-man exemption, which Senate bill No. 1046 proposes 
to eliminate, the small forestry operator cannot operate, and therefore, 
these people will be without a market for their timber, because it is 
economically impossible for an operation with a crew large enough to 
warrant a supervisor to harvest these small tracts, and for all practical 
purposes, the farmer might just as well strike a match to it now. 

A large part of our w orkers in the timber business in the South are 
agricultural workers, many of whom own a small farm, and many of 
whom own a small woodlot, to which they look for cash to pay their 
taxes, and maybe buy the fertilizer and seed for their crops. 

A few of these small farmers have a truck, and cut their own timber, 
and also the timber from the woodlots of some of their neighbors dur- 
ing the season of the year when they can leave their crops. 

I would like to go back to the problem of the handic apped people 
for just a moment. Elimination of the 12-man exemption for the 
small forest products industry, and the raising of the minimum wage 
from $1 per hour to $1.25 per hour, will certainly place every handi- 
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capped worker on some type of welfare. Most of these people whom 
I know have a great deal of pride, and do not wish to be placed in 
such a category. 

In my own community, just recently, the State Department of Edu- 
cation—Rehabilitation Division, pure chased an artificial leg for a man, 
and at the same time, a chain saw. This man told me on a recent visit 
to my office that in the first week of his work with this saw, he was able 
to cut and sell $125 worth of pulpwood and logs. Certainly he is 
better off in this position than he would be under the care of some 
welfare agency. 

You may ask, “How did you operate in the years from 1938 to 1949, 
when there was no exemption?” It is for sure the law was not com- 
plied with. As you well know, World War IT had begun in Europe 
in 1939, and production was badly needed in the U nited States. 

We were drawn into this war in 1941, and, of course, at the time 
production was especially necessary in all of the essential industries. 
In general, there was ¢ ‘omplete chaos. The same type pulpwood crews 
and logging crews have existed for as long as I can remember. There 
has been no change in the operation of the industry in order to hide 
behind the provision of the law. 

T have given you many valid reasons for retaining the 12-man ex- 
emption in the F ar L abor Standards Act, and would like to say this 
in regard to raising the minimum wage from $1 per hour to $1.25 
per hour. 

In my own State alone, and I am certain it is true in other States, 
there were some 2,000 small sawmills that were forced out of business 
when the minimum wage was raised from 75 cents per hour to $1 per 
hour. If the minimum wage is increased from $1 per hour to $1.25 
per hour, there is no way around it, gentlemen, this makes an increase 
in cost of production of 25 percent. It stands to reason that, if an 
unskilled worker is entitled to 25 percent wage increase, the man 
who has skill and * strong desire to work, m: iking $2 per hour now, 
is also entitled to a 25 percent increase. 

In this day of scientific research and the many, many substitutes 
that are being put on the market to compete with lumber and pulp 
products, it becomes increasingly difficult to pass all these increased 
costs on to the consumer. I quote prices of lumber that show that it 
is not possible for the sawmill operator to pass on his increase in cost 
to the consumer: 

SOUTHERN PINE BOARDS 





April 1955—No. 2 : $77.26 per M b.m. 
April 1958—No. 2 and notin: 74.50 per M b.m. 

These prices are wholesale prices, as reported by the Bureau of 
Labor Statistics of the United States Department of Labor. I am in- 
formed that prices now are approximately the same as they were in 
April 1955. 

In connection with the proposed legislation on the Fair Labor 
Standards Act in this session of Congress, I urge the passage of Sen- 
ate bill No. 141 by Senator Capehart, dealing with the clarification 
of the definition of an employee. This would clear up confusion as 
to employer-employee definition, and bring the wage-hour law into 
line with other Federal laws under which we operate. I think we 
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are within our rights when I ask that you give this bill favorable 
consideration. 

The 12-man exemption is needed by the small producer; otherwise, 
he would be out of Saison because dealers could not buy his forest 
products, not knowing whether such products were made according 
tolaw. The definition of an employee is needed by the dealer, because 
the lack of such a definition creates an exposure that could put the 
dealer out of business at any time, and when he goes out of business, 
the local market is gone. 

An increase in the minimum wage at this time would force many 
small businessmen, sawmill operators, pulpwood producers, and log- 
ging contractors out of business, because they cannot absorb increased 
costs. There is no doubt that an increase in minimum wage means 
another spiral in inflation, and will create greater unemployment. 

Senator CLark. Thank you very much, Mr. Mullins. 

Senator Stennis ? 

Senator Stennis. Nothing further. 

Senator CLARK. Senator Cooper / 

Senator Coorrr. There is one question involved in this problem as 
to whether the payment of hourly wages which might be applicable 
where there are large operations, continuous operations throughout 
the year, might be questioned, whether in these more seasonal oper- 
ations it might be more practical to pay them on a piece basis. 

Mr. Mutuins. I have pointed out, Senator, that the forest industry 
in the South is operating under the wage and hour law, and any 
large crew working more than 12 men are complying with the wage 
and hour law and paying the $1 an hour and overtime for anything 
over 40 hours. But most of the timber throughout the South is cut 
from small tracts of timber which will not merit a large logging crew. 

Many of these people, as I said, cut their own timber, and maybe 
move over and cut their neighbor's timber on either side of him, because 
all of them do not have cuts. But any operation that is as big as 
you have stated is operating and complying with the wage and hour 
law. 

Senator Cooper. Is it ordinarily the practice in cutting logs for 
a sawmill, to pay a workman in the woods so much a thousand feet 
to cut the logs, so much a thousand feet to haul them to the mill, so 
much a thousand feet to saw them at the sawmill ? 

Mr. Muuurns. A great deal of it is done that way. Some of it is 
done by one prime contractor who will cut the logs, fell them and 
haul them to the mill for a certain price per thousand. 

But there is a great deal of it that is done as you mentioned, so 
much per thousand for felling and buffing the trees, so much a 
thousand for hauling it. 

Senator Cooper. It is true in these small operations that most of the 
labor comes from the vicinity, is it not ? 

Mr. Muturns. Yes, sir. 

Senator Cooper. Suppose a man has a small mill and moves around 
to saw say 50 acres, 100 acres. He usually takes a crew with him, 
does he not, if he runs a sawmill ? 

Mr. Mutiins. That is hardly the case. 

Senator Cooper. If a man has a sawmill, he is in the sawmill busi- 


ness, and he goes around from stand to stand to cut the timber, and 
he usually has an experienced sawer. 
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Mr. Muturns. Oh, surely, absolutely. 

Senator Cooper. How many men would there be, three, four or 
five inasmall sawmill ? 

Mr. Mutuins. It depends on how small you are. You would need 
a sawyer, an edging man, the rest you could probably pick up in the 
local vicinity. But I would like to point out, Senator, that those men 
are not exempt under the wage and hour law. 

Senator Cooper. One of the points you are trying to make is: for 
these small operators it is more practical to pay upon a piece basis or 
cord basis when pulpwood is involved, a thousand feet when sawing 
is involved, than by the hour, is that right ? 

Mr. Muuurns. Yes, sir; that is absolutely correct. 

Senator Cooper. I think you are saying also that for small opeia- 
tions that there has to be a so-called minimum. There must be some- 
one to provide the lumber and the siding or else there would be no way 
a small timber man with a small stand of timber could make a deal 
with the ultimate purchaser of the wood. 

Mr. Muturns. Youare right, sir. 

Senator Coorrer. Do you believe that if this amendment should be 
adopted and the exemption should be removed, it actually would make 
it unprofitable to operate these small sawmills? 

Mr. Mouturns. Senator, there is no doubt about it. You could not 
operate a small sawmill. 

In the first place, you would not have the timber. These tree farms 
that you talk about, we are very proud in Mississippi to have the 
largest number of tree farms of any State in the Union. These are 
small landowners that are growing trees as a crop. A man with a 
small tree farm could not get his—he would have to go into the logging 
business himself. 

Now there are very few of them that are in that business that have 
the necessary tractors or trucks and the necessary equipment to cut 
those logs or pulpwood and deliver them to the market. You couldn’t 
go out there with a large crew and work a couple of hours and then 
spend 4 more hours moving to the next tract, because your transpor- 
tation would prohibit it. 

I think definitely that they absolutely could not operate. 

Senator Srennis. Mr. Chairman, may I give the Senator from Ken- 
tucky an illustration there? 

Senator Crark. Certainly, Senator Stennis. 

Senator Srennis. In my home county in east central Mississippi 
during World War II there were 75 small sawmills in operation. To- 
day there are only three. 

Now that is due partly to cutting out the timber, cutting it out so 
much faster than it was growing, but it is also my personal knowledge 
due partly to the fact that they got to where these small operators 
just conldn’t pay the expense of carrying on under the modern ways 
with high wages, and they gradually went out of business. What 
timber there is left there now is hauled far from that community to be 
manufactured into whatever it is, lumber or whatever it may be. 

That is the crucial test on the operation of these laws. Timber has 
really gone down in those areas because it has to be hauled so far to 
be manufactured. That is one of the reasons. 

So to get right down to the nub of this thing, you have very well 
made a point, ‘too, about this seasonal matter. Mr. Mullins said the 
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small landowners cut a little of their own and then they move over and 
cut their neighbors. 

And this exemption is just necessary for that to be continued in 
operation. Thank you. 

Mr. Mutuns. In discussing the sawmills, if it please the chairman 
and the other members here, Mr. Sanders is a sawmill operator and 
a medium-sized operator, and I think he has something to say on 
that, and I would like for him to be heard. 

Senator Cooper. May I ask a question here. Did you ever hear the 
saying that in our part of the country if you have an enemy you 

should give himasawmill? [Laughter. | 

Senator CLarKk. Does that ¢ ‘omplete your story, Mr. Mullins? 

Mr. Muututns. Yes, sir; it does. 

(The followi ing table was subsequently submitted for the record by 
Mr. Price Paschal of Brandon, Miss. :) 


State of Mississippi 1957 table 





7 
Thousand | Percent 


| 
ee acres 
Total conical PONE so... cod cccdiwcbandsddbitdAtes sewed - | 17, 225. 1 57.0 
DIN coche te caitlin Ss thlitn ict tin int ahap nek babe ietdiaag aiceiiacateaials dleaied ae 12, 927.2 | 43.0 
BR Wiis sss ds eats tek BSc dccutsdodd cpedhendydsaaeeaehee “4 | 30, 152.3 100. 0 
Class of ownership: 
Farm Z Rec ie ; ! 7,410.5 | 43.1 
Industry- --- ; ane suabgeal 2,514.0 | 14 
Other 502. 2 | 32.3 
Total private_._._- bale abet akkt okie bina sthesaeeee ; | 15, 476.7 | 90.0 
Federal __- Ase be Lore ee 1, 245.2 | 74.0 
State and county esti nike eG die thd teeth wesian ae ee pected ee ato» 451.7 | 26. 0 
Wh) 2ucinuitelet Seb oe eats eesi ‘ 1,716.9 | 100.0 
. } = > 
(owner s: | | 
ATE wood atIeAStTO - 5 diced en ncie dd cnndscbeaesa it deed cabdecae | a soa 
Farmers 4 ee. CPs See SS 4 be sie Pie Me . . | 100, 912.0 | 
GOtiber Selves 2 a5 etn ge scl cdg tb onteke duane clades ate esboinhioataastilaal 32, 000.0 | 
Total__.- é SOS 2th Ses Eee 133, 461.0 |___. wee 


NotE.—Number employed by lumber and wood products industry in 1958, 20,900. 


Senator CLark. You want Mr. Sanders to testify next? Will you 
go ahead, Mr. Sanders? 

Mr. Sanpers. My name is H. E. Sanders, and I am owner and op- 
erator of Sanders Lumber Co., in Meridian, Miss. 

I am considered a medium-sized operator in the manufacturing of 
southern pine lumber. We buy logs from the independent loggers, 
and also buy small tracts of timber and have this timber cut and logged 
to our mill by contract. We employ on our immediate payroll approx- 
imately 50 people, and do business with approximately 75 loggers, 
which means from an operation of our type, approximately 125 ; fam- 
ilies are earning a livelihood. 

And I would like to say that prior to the increase from 75 cents to 
$1 in the minimum wage in 1956, there were adjacent to, within a 
radius of 10 miles of my home, 10 such operations as I have. Today 
I am the only operation left in that type of operation. 

Senator CLark. Do you think that is due to the minimum wage? 
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Mr. Sanpers. Yes, sir; greatly to the minimum wage, and it is due 
primarily because of the fact that we have been unable to pass the 
increased cost of our product along. 

Now Mr. Mullins gave you some figures from the Government. I 

can state to you from Biddle’s Reports that in a ») one by six boards 
sold at a low of $59 a thousand a high of $78. I am giving you the 
high and low for that year. 

In the year of 1958 they sold for a low of $67 and a high of $ 
which shows that in 1958 we were getting $2 a thousand less for our 
lumber than we were getting in 1955 prior to the 75-cent an hour 
minimum. Now that is caused by many things. It is caused by the 
fact that we have in the past few years, that there has been developed 
so many substitutes for lumber in the building trades, in plastics and 
other types of products. So we are just not able to pass that additional 
cost along to the ope rator, I mean to the public in the sale of our 
lumber. 

I am going to attribute my being able to stay in business and to 
continuing operating to one major factor. I saw what was h: appening 
and I wanted to stay in my business. I love the lumber business. | 
was practically born in a carriage in a sawmill. 

I went to the Small Business Administration and applied for a 
$100,000 loan, which after some length of time was granted. IT spent 
that entire $100,000 in modernizing my mill, putting in new modern 
handling equipment. And, gentlemen, if it wasn’t for that, I would be 
gone my self. 

Even with all of the new modern equipment that I have put in, I 
am just barely making a decent living and making my payments on 
that loan. I might say to you that I have gone further than that. 1 
borrowed some $37,500 from a paper company and bought chipping 
equipment which provided me a market for the waste from my sawmill, 

Senator STENNtIs. That is a cutoff, the edgings? 

Mr. Sanpers. Cutoffs of the edgings, the slabs, and the strips. I 
take those, remove the bark from them, put it in a chipper and it is 
sold to the paper company to make paper, which is a further conserv- 
ative measure in the conservation of our natural resources and our 
timber. So even with all of that, I am just barely staying in business. 

I would like to say, too, that from all of this the common labor field 
in the unemployment situation in our territory is acute. I can best 
illustrate that from this standpoint. 

When the good weather came in and I began to get more logs, I put 
an extra shift on my sawmill just some 3 weeks ago. I called the 
rem Employment Service Commission, told them that I needed 

2 additional men and I would say that within a period of 24 hours 
they didn’t have 12 down, they had 40 or 50 for me to select from. So 
T know that common labor in our field is acute right now. 

I would like to say that I feel a lot of that is caused by the addi- 
tional minimum wage and requirements that have been placed on the 
lumber industry. 

Another thing that I would like to comment on is this: I feel that it 
is Just wrong, it is wrong morally to say that two men sitting here 
should receive the same amount of pay. I mean by that, that a man 
that is a good man and trying to earn a better living is entitled to earn 
more money, and he does at our mill, and I think most mills of the 
type that I operate through the South. 
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By no means do all of my employees make $1 an hour. We have the 
bulk of our men making much more than $1 an hour and at the same 
time if we increase our minimum wage to $1.25 it means that every man 
in my employ must receive an additional increase in w ages, and it also 
means that I would have an additional 24 percent increase in labor 
costs, which I cannot absorb. 

It is just practically impossible, too, to keep proper records and 
supervision over small logging crews in the woods. From my personal 
experience, I know that it is just practically impossible to do it without 
hiring paid supervisors, paid for men to do so, and the industry just 
will not stand that at this time. 

So I would like to urge you gentlemen to not let any bill pass with 
the provisions in it that will eliminate this 12-man exemption and 
raise this minimum wage to $1.25. 

I would like to say to you that I appreciate this opportunity of be- 
ing here and talking to you. I would like to say to Senator Stennis 
I am very happy that he came over here to hear what we had to say, 
and I will endeavor to answer any questions that any of you gentlemen 
might have. 


(The complete statement of Mr. Sanders follows :) 


STATEMENT OF H. FE. SANDERS 


My name is H. E. Sanders, and I am owner and operator of Sanders Lumber 
Co., in Meridian, Miss. 

I am considered a medium-sized operator in the manufacturing of southern pine 
lumber. We buy logs from the independent loggers, and also buy small tracts of 
timber and have this timber cut and logged to our mill by contract. We employ on 
our immediate payroll approximately 50 people, and Jo business with approxi- 
mately 75 loggers, which means from an operation of our type, approximately 125 
families are earning a livelihood. 

I have been operating this company in the same location since 1944, and prior 
to that time I operated a similar type operation in north Alabama, so I feel that 
I am fully qualified to speak in opposition to that part of the Senate bill 1046 
which would eliminate the 12-man exemption for small logging operations, and 
raise the minimum wage from $1 to $1.25. 

Some few short years ago, when the minimum wage was $0.75, there were eight 
such operations as mine in a radius of 10 miles of Meridian, Miss. The increase in 
the minimum wage to $1 an hour was 3314 percent in labor costs, without being 
able to pass the increase along to the customer. This is shown by Biddle Co.’s 
Report on 1 x 6's, which is a standard item of yellow pine, that was sold in 1955 
at a low of $69 per M, and a high of $78 per M, and in 1958, after the increase to 
$1 per hour, the same item sold for a low of $67 per M, with a high of $76 per M, 
which is approximately $2 per M under the price when the minimum wage was 
$0.75 per hour. 

Now, seven of these mills have been forced to close down, leaving my mill as 
the only one operating. The only way we have been able to continue to operate 
was through a loan of $100,000 from the Small Business Administration. This 
was spent entirely for new modern equipment. I know for a fact that if this 
wage is further increased to $1.25 minimum, which would be an additional 25 
percent increase in direct labor cost, we would be unable to continue operation, 
as we are barely making enough now to make the payment on our loan, and to 
meet expenses. 

If we should have an increase from $1 to $1.25 at this time, it would mean every 
man working for us would get a 25 percent increase, even though we now have 
many men on our payroll making in excess of the minimum wage of $1. It is just 
not fair to say that a man with no ambition and no desire to do a better job 
should be paid the same as one who takes an interest in his work and tries to 
better himself. 

The unemployment situation in the common labor field in my area is acute at 
this time, and any additional increase to the minimum wage will force many 
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more marginal mills to close, and throw many more people out of work and onto 
the unemployed rolls. 


An additional increase at this time would also put the lumber industry into a 
worse position to compete with substitutes, which are now invading the building 
field because of the high cost of lumber. 

If the 12-man exemption for small logging operators is eliminated from the 
Fair Labor Standards Act, it will force many more people out of business, as the 
majority of the logging is done by the small independent contract loggers, working 
12 men or less. In most instances, this man will drive his truck to the mill after 
it is loaded, leaving a small crew in the woods with no supervision. Therefore, 
there would be no way to keep accurate records on these crews, and there are 
many days in a month when those crews cannot work because of rain, and they 
endeavor to make this lost time up on days that they are able to work. 

Due to the fact that most of our timber is selectively cut from small tracts, it 
is impractical to work large enough crews of men to justify the extra expense of: 
aforeman. Therefore, if the 12-man exemption is eliminated from the law, it will 


necessarily force many small independent contract loggers to find other means of 
livelihood. 


Let me state once again that, if S. 1046 or any similar bill is passed, the entire 
lumber industry in the South will suffer tremendously, which in turn will be a 
serious blow to the economy of the South, as a large part of the South depends 
greatly upon forest products for its income. 

Senator CLarK. Senator Stennis? 

Senator Srennis. I think the subject has been covered, Mr. Chair- 
man. Thank you. 

Senator CiarKk. Senator Cooper ? 

Mr. Meturns. Senator Clark, we have here Mr. J.D. Ingram. There 
has been a pulpwood producer testify here in previous testimony. We 
hi ave Mr. J. D. Ingram of Carthage, Miss., who is also a pulpwood pro- 
ducer, who has a short statement and we would like to have you hear 
him. 

Senator Ciark. Senator Randolph has a question. 

Senator Ranpotru. [ ask this one question. Do you believe that 
this situation is not only an apparent problem in Mississippi, but in all 
the States with which you have knowledge with reference to the 
operation of the lumber business? 

Mr. Sanpers. Senator, I am very happy that you asked that ques- 
tion, sir. 

In addition to my sawmill, I handle lumber in a wholesale way. I 
might say to you that I have several contracts right at this time. One 
is a Cape C od housing job at Fort Campbell, Ky. Another is some 
construction work in Texas. I also have some jobs, varying jobs, over 
the country, roof decking and things like that. 

So I have been in contact with the mills throughout the South, not 
intimately, but every week I am talking to mills througout the South, 
and I know it to be a fact that the mills throughout the South—I am 
speaking of the Southeastern part of the United States in the yellow 
pine lumber belt which covers from Texas to Louisiana, and through 
the Southern States on up into the Carolinas and Virginia, yes, sir. 

Senator Ranpotrn. You think it isa general threat ? 

Mr. Sanpers. It is a general threat to the entire industry, yes, sir. 

Senator Ranpotpn. Thank you, Mr. Chairman. 

Senator CuarK. All right, Mr. Ingram. 

Mr. Incram. I am J. D. Ingram, of Carthage, Leake County, Miss. 
I have prepared this statement on behalf of the many pulpwood pro- 


ducers in my county who are, I feel, representative of thousands of 
similar producers throughout Mississippi. 
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My father and I are the kind of people which this Government has 
repeatedly stated they want to see succeed in their business ventures, 
We are small business people in its truest sense, operating on a scale 
which never gets noticed in the Wall Street Journal, or any other 
paper, as far as that goes. Yet, we make an honest living, providing 
food and shelter for our families, and job opportunities for 10 or 12 
other men. 

I have asked for this time to appear before you, to try to impress you 
with the adverse effect the removal of the 12-man exemption, and the 
raising of the minimum wage would have upon our livelihood, and to 
request your recommendation to your full committee that neither of 
these two proposals become law. 

To show you what effect these two proposals would have upon us, 
I must describe our own operation and history in some detail, but, as 
I have stated, I feel that we are so typical in our trade, that I believe 
in effect I am describing hundreds and thousands of other men who 
call themselves pulpwood producers. 

First, and in our minds, of paramount importance and satisfaction 
to us, we are independent businessmen, and we cherish this status if 
for no other reason than that it allows us to determine the amount 
of effort we will exert to provide the better things of life for our 
loved ones, and to reap the benefits of this exertion. We have been 
working hard at this business for the past 10 years, and have come 
from the status of a small erratic, one-truck operation, which could 
not produce enough wood to assure loading a car in 2 days before 
demurrage charges accrued to a car, to the present day in which we 
operate three and four trucks of our own, as well as a mechanical 
loader, and can purchase wood from the one-truck man, thus being 
capable of loading two or three carloads per day. ‘This is still 
mighty small potatoes as business ventures go, but typical of the way 
in which pulpwood ts produced in the South. 

How would the loss of the 12-man exemption affect us? First, let 
me assure you that an able-bodied man devoting full time to cutting 
pulpwood 8 hours a day, is making $8 a day or more. This, how- 
ever, is not our entire problem. If the exemption were lost, we 
would have to keep exacting records of hours worked and be certain 
that. the men were working every minute. We would also have to be 
certain each man received time and one-half for all hours worked 
over 40 in any one week. Since we have to check the cutting opera- 
tions, the trucking operations—in the State of Mississippi there are 
133,000 owners of woodland, and these are owners of small lots— 
and the receiving operations, as well as look for the next tract of 
timber to buy, it would compel us to hire foremen or timekeepers 
all along the line, raising our administrative costs to where I firmly 
believe our profit margin would vanish, if not create a deficit. I 
cannot believe you gentlemen expect or want us to operate a business 
investment of about $20,000 without making a livelihood out of it. 
We employ a few handicapped workers, and part time a number of 
farmers who work extremely erratically, mostly according to the de- 
mands of their farm crops and the weather. We also employ a num- 
ber of men in between their regular jobs. The loss of the 12-man 


exemption, with the resulting recordkeeping, would make the hiring 
of these men impossible. 


41681— 59 25 
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As for raising the minimum wage to a figure above $1 per hour, 
wages paid in sawmill operations, and wages ; paid i in pulpwood oper- 
ations, of course, are closely related. If a $1.25 minimum is placed 
in effect on nonexempt sawmill workers, and the nonexempt larger 
logging operations, we can’t help but be affected immediately. That 
has alw: ays been the case. 

If our wage scale for handicapped and other less efficient workers 
is forced so “high that it goes beyond his ability to produce, there 
will be no alternative except to let him go, and replace him with a 
full time, able-bodied man. 

The same general principle holds true for the farmer who works 
part time, and the others who, by the very nature of their work, are 
not the most productive workers. 

In summarizing this point, we have demonstrated that an increase 
in the minimum wage won’t help those that it would be designed to 
help—the less efficient workers—because he would likely be out of a 
job. 

It would hurt us as producers, because we’d be increasing our over- 
head expenses, without any increase in production. We're not big 
enough or strong enough financially to pay for something we don’t 
get. “We'd have to quit. 

Perhaps the solution lies in raising the price of wood delivered to 
the consumer. But that is governed ‘by market conditions, and every 
past general increase in the price of wood has been accompanied 
by an increase in the price of tires, trucks, powersaws, timber, gaso- 
line, and taxes. Inflation has never put us in a position of having 
more of the better things of life for ourselves or our employees or 
coworkers. 

It has been stated this afternoon that in Mississippi, the price of 
cutting wood, I believe, was $2 per unit. Iam afraid those statements 
are incorrect in our locality. I believe you will find an average of $3 
would be correct on those prices of cutting. 

Also, in the price of the wood, it has been stated on delivery, of 
course, we have two or three different types of operations—we have 
our individual operation and as I have stated we buy wood from small 
one-truck operators. The price of wood that we pay depends upon 
the zone and mileage that that wood is delivered to us. 

The least we pay is $12 for the rough hardwood and $15 for the 
pine. 

Gentlemen, I thank you for your time. I hope that I have made my 
position clear, and that you will not remove the 12-man exemption or 
increase the minimum wage. 

Senator Crark. Thank you very much, Mr. Ingram. 

Senator Stennis? 

Senator Stennis. Mr. Chairman, I think that these are very good 
statements, and really ring the bell on the operations. I understand 
ull of their statements are going into the record, as well as their 
remarks. 

Senator Criarkx. They have already been put in. Thank yon, 
gentlemen. 

Senator Srennis. I want to especially thank the Chair and members 
of the subcommittee for their courtesy. 
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Senator Ciark. It is always a great pleasure to have you with us, 
Senator. 

The next witness is Lloyd Palmer, vice president of the Wisconsin- 
Michigan Timber Producers Association. Mr. Palmer, I see you have 
a statement which I will ask to have appear in full in the record. I 
ask you to summarize it as best you can. We have more and more 
witnesses, and it is getting to the end of a rather long day. 

I notice that many of the witnesses, very able witnesses they are 
too, keep reiterating the same points over and over again. I am sure 
everything is valid, but I do hope you won’t feel you have to read 
your statement, and just summarize it. 


STATEMENT OF LLOYD PALMER, VICE PRESIDENT, WISCONSIN- 
MICHIGAN TIMBER PRODUCERS ASSOCIATION, ARGONNE, WIS. ; 
ACCOMPANIED BY ELDEN DOBBYN, JOHN KENDALL, AND DANA 
WORRALL 


Mr. Pavtmer. Senator, I am a very poor extemporaneous speaker, 
and I think I could read it in less than the allocated time. 

Senator Ciark. All right, go ahead. 

Mr. Pater. I, of course, represent the Lake States area, and I 
have with me certain gentlemen who will not testify here, but they 
do have short statements they would like to enter into the record. 

Senator Cirark. We can put their statements in the record, but I 
am afraid we will not be able to hear them orally. 

Mr. Patmer. They did not intend to testify orally. 

Senator Ciark. If you gentlemen will hand your statements now to 
the stenographer, we will see that they are put in the record at this 
point in the hearing. 

(The statements referred to follow :) 


STATEMENT OF ELDEN Dossyn, ATLANTA, MICH. 


I have some facts relative to my operations as a pulpwood producer which [| 
would like to have you know about, and have included in the record as it relates 
to S. 1046. 

You will note from my address that I live in Atlanta, Mich., which is a very 
small town in the Lower Peninsula of Michigan. I obtain timber cutting rights 
on various parcels of land in the Lower Peninsula and hire about 10 or 12 men 
to cut pulpwood which I in turn sell to paper mills. These men all work for 
me on a piecework basis and they work on widely separated tracts of land. I 
should like to describe the type of employee which is available to do this work. 
I do not hire any drifters but people who live in the vicinity of Atlanta, and 
these good people might be described as falling into three broad groups. 

One of these groups is illustrated by three of my employees who are over 72 
years of age—one is 74. Two of them have no social security or old-age benefits 
and they must find some work or go on public welfare to live. Generally, these 
men work such hours as suit their convenience or physical capabilities and they 
usually do not put in more than 5 or 6 hours a day in the woods. When they 
work 5 days in a week they will earn, on the average, about $35 to $40. 

Another group is the part-time farmer. I have one part-time farmer and his 
backward son who work for me who have a team of horses and they skid pulp- 
wood from the strip road to a good woods road. Last year they earned approx- 
imately $4,000 in 944 months. This is in addition to their farm work. The only 
work that the boy could do would be as a chore boy on a farm. This farmer 
owed people a lot of money before he had a chance to work for me, but now his 
bills are paid and he is saving money. 

The third group is composed of those who have tried moving from our small 
town to Flint or Detroit to work in the automobile factories but they have 
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moved back. Last year some of these people could work only 3 months in the 
factories and one of them in particular had purchased a home in Flint and he 
lost everything. They feel more secure and a lot healthier working for me in 
the woods for such hours as they want or the weather permits, rather than 
putting in a few regular hours at a high rate in the automobile factories but 
for only a few weeks out of the year. 

These various workers are spread all over, and I never tell them when to 
report for work or when to quit. On a hot summer day they may start to work 
as early as 4 o’clock in the morning and quit before noon. I could not place 
these people on a basis where they would turn in their own time cards as to the 
hours they work, and then agree to pay them at a fixed rate per hour for what- 
ever hours they reported. I can’t supervise them and I can’t use time clocks. 
As I see it, if the 12-man exemption for logging is discontinued it would mean 
I would have to stop operations immediately. 


STATEMENT OF JOHN KENDALL 
Mio, MIcH. 


Your problems and those of the other Senators are reported in the newspapers, 
but you will not know about mine in relation to S. 1046 unless I write this 
letter and it is printed as part of the record of your hearings on this proposed 
act. 

My experiences and my livelihood arise as a small pulpwood producer in the 
Lower Peninsula of the State of Michigan. We do not use logging camps in 
the Lower Peninsula of Michigan, and they cannot be run because the timber 
to be cut is scattered over a large area. The only way to operate in such timber 
is to hire people who live in the community and who drive out to the job where 
they are to cut. Some. of the people who I hire are farmers who work in the 
woods on a part-time basis, others are local people living in town who, during 
the summer months, install septic tanks, lay cement blocks, or do other seasonal 
work, and some are people who live in the woods in their own cabins or cottages, 
and have followed woods work to earn what they want to meet their needs, 
and believe me, their needs vary. These men who work for me are good men 
but indicate some of the problems. These three work together, and their ob- 
jective is to get enough money to purchase liquor. After they are broke and 
out of liquor they return to the woods. They are good workmen when they 
are sober and since I can’t decide how they should live, my only concern is that 
they are sober when they are working for me. I know they could not hold a 
job in a factory where regular hours and attendance are required. 

Weather is also a factor in our woods work. At times my men will work 
only a few hours, and, if it sprinkles, they may wait in their car or under the 
trees to see if it is going to clear up, and they may have to leave if a rainstorm 
comes up. This past winter we had many problems because of heavy snow 
and impassable roads, and each man had to decide for himself the hours he 
could work, based on the conditions in the area where he was cutting. We are 
not protected by buildings and a lot of time may be spent waiting for the 
weather to clear or it may be lost because of severe weather. I have no way 
of knowing how much this time amounts to because it is not possible for me 
to know when one or two men, who may be at work in a particular cutting 
area, should have stopped because of a shower and when they could have started 
again. They decide this because they are paid for what they produce. 

Our people are not lazy, nor are any more of them dishonest than in any 
group. However, our people are a little different than the city factory worker 
and our business is a lot different than a factory or a store. The 12-man and 
seasonal exemptions are needed to meet these problems we have in the woods. 


Mr. Patmer. May I introduce them. The gentleman on my left is 
Dana Worrall. He is the president of the Minnesota Timber Pro- 
ducers Association. The gentleman on my immediate right is Eldon 
Dobbyn, an independent producer of lower Michigan. The gentleman 


on the far right is John Kendall of Mio, Mich., also an independent 
producer. 
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Senator CLarK. Gentlemen, we are very happy to have you here. 

Mr. Parmer. My purpose for being in Washington at this time is to 
represent the Wisconsin-Michigan Timber Producers Association, 
comprised of approximately 200 members most of which are small 
producers operating in the forests and woodlots of Wisconsin and 
upper Michigan. This association is opposed to Senate bill No. 1046. 
In the next few minutes I will try to explain why. 

The timber or logging industry in the Lake States, by and large, 
is made up of many small producers with just a very few large 
operators. Today, I am concerned with the “eae of these small 
operators. They are carrying on a business that is unique by today’s 
business standards. In most instances, the same methods that have 
been employed over the past 50 years are still being used today. Sure, 
there has been some mechanization on a small scale, but today’s loggers 
perform the same operations that they performed years ago. They 
are always fighting bad weather, bad roads and working conditions 
that are not alw: ays the best because of rain, sleet, and snow. Because 
most of the work is seasonal, they are always faced with a time 
element. 

The Lake States logging industry is a hard business in which to 
show a profit. Stumpage prices are high, cost of living, and cost of 
operations are usually rising, while the prices received for forest 
products have not kept pace in the last few years of business recession. 
Thus, the small producer is always battling to hold cost lines so that 
he can remain in the only business he is acquainted with. He con- 
stantly is forced into competition with the larger companies. This 
explanation is to introduce to you, and bring you up to date in a small 
way on the conditions which a small producer operates in the Lake 
States. 

Due to the very nature of this business, the raw materials—that is, 
the trees, grow in an wneven pattern. Some grow here, some grow 
there. A small producer employing up to a dozen men finds his crew 
spread over a large area, sometimes a mile or more apart in many in- 
stances, and to have employees scattered one-half mile apart is very 
common. Because they are necessarily spread out in this manner, it 
is almost impossible for him to be able to keep accurate time records 
onthese men. Many of them are farmers, that are supplementing their 
farm income by working part time in the woods. Along with other 
part-time workers, they work today, perhaps a few hours tomorrow, 
then they do not return to their job again for another day or two. 
These men are paid on a piece-rate basis, so their employer, by periodi- 
cally checking their production, can easily determine the amount each 
has earned. Part-time workers have a place in our industry, because 
of its seasonal nature. Based on piece rates prevailing in our area, 
workers earn well above $1.25 an Soe It is impossible for an em- 
ployer to furnish steady work for his entire crew the year around 
in the Lake States. 

Older men, of which there are many and live near the forests, are 
also able to do some work in the woods. These men probably have 
worked their entire lives in the woods. Now they are able to do what 
work they can, and most are able to earn enough for their personal 
needs. Without this work, in all probability, they would become 
public charges. 
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Senator CiarK. Do you have any estimate as to what percentage of 
the total workers in the Wisconsin-Michigan area consist. of older men 
who are to some extent at least handicapped by an incapacity to 
produce? 

Mr. Parmer. They are probably employed at the ratio of about 25 
percent of the total today. 

Loss of the 12-man small logger’s exemption would mean that the 
small producer would have to hire a timekeeper, or become one him- 
self, thus increasing his cost of doing business, or reducing the amount 
of work he would do himself. The end result would be additional 

costs to him, anyway. It would also necessitate the laying off of all 
part-time workers by the small producer, because he would not be 


able to supervise and keep their time, as would be required. This ' 


would have an adverse effect upon the economy of many homes in the 
logging area of the Lake States. It would no doubt increase the 
demand for additional public assistance in these areas. 

I am a dealer in forest products, operating in Wisconsin and Upper 
Michigan. I buy many of the products produced by these small pro- 
ducers. T advance them money for operation costs. I advise them 
and frequently visit their operations. I know their capabilities. 
Many of these men are now faced with continual rises in operational 
costs. The margin of profit is very, very small. To increase the cost 
again, by needlessly removing this exemption, could be the “straw that 
could break the camel’s back.” If these small producers go broke, they 
will leave the woods, and it will be very hard for them to find other 
employment. Many of the small producers do not have much in the 
way of a formal education. It would be very difficult for them to keep 
the necessary records. A few might try, but most of them would 
ignore the law, and by so doing, would be in trouble. 

Congress felt that 9 years ago the 12-man exemption was necessary 
for small logging operators. I am certain today that it is more im- 
portant, more necessary, if anything, than it was then. 

This association begs of you to examine the logging industry from 
the standpoint of the small producer very carefully, and that you will 
keep the 12-man exemption in the Minimum Wage law. 

This association also urges retention of the seasonal exemption, be- 
cause we have the same seasons and seasonal operations that we had 
20 years ago when this exemption was found to be necessary by 
Congress. These seasonal operations are going on now, much as ‘they 
did then. The season for stripping bark from trees is still about. the 
same length in time as it was then. Only now there is increased 
demand for stripped wood. Many people are now employed in the 
woods during this stripping season, with only a few weeks to strip 
enough wood to satisfy the demand of wood using industries for an 
entire year. Inasmuch as labor is in short supply in the Lake States, 
these men employed in this operation work as many hours as possible. 
This work option is necessary because these men are usually away 
from home while doing this work. An employer must make this job 
attractive to get the men to stay away from home and do this work. 

Our winter season for hauling forest products from frozen swamps 
is also about of the same duration as it was 20 years ago. We have 
only a few short weeks, and still have to take time off for stormy 
weather and bitter cold days, which make it impossible for men to 


gol 
anc 
tha 
wo 
me 
an 

= 
gra 
you 
coll 
} 
Fo. 
hay 


K 


h 
pul 


is ) 
mil 





TO AMEND THE FAIR LABOR STANDARDS ACT 369 


work. This wood must be moved during this period of time or not 
at all. Pulpwood and sawlogs produced in the Lake States are directly 
in competition to and with Canadian wood products. Canada has not 
legislated additional costs to production of wood products produced 
there. Additional costs of Lake States wood products caused by elimi- 
nation of the seasonal exemption would put the products of U.S. 
producers at a serious competitive disadvantage, thus adding more 
woe upon the small producer and in all probability, bring further 
discouragement. 

This association urges retention of the current minimum wage in 
the Fair Labor Standards Act. 

The Wisconsin-Michigan Timber Association wishes in every way to 
help expand the economy of the Lake States. We wish to see employed 
as many men as is humanly possible, from the standpoint that if it 
is good for our industry, it is good for the men that it employs. It 
must leave a purchasing power in the community in which they reside. 

Amendments such as proposed, which are supposed to raise the liv- 
ing standard, will only have an adverse effect, and will do far more 
harm in the Lake States than it can possibly do good. 

Senator Crark. Thank you, Mr. Palmer. 

Our next witness will be Mr. E. E. Hale, who has three associates 
with him. Mr. Hale represents the Alabama Forest Products Associa- 
tion. We are happy to have you here, Mr. Hale. 


STATEMENT OF ERNEST E. HALE, EXECUTIVE VICE PRESIDENT, 
ALABAMA FOREST PRODUCTS ASSOCIATION, MONTGOMERY, ALA. ; 
ACCOMPANIED BY SEBRON COLSON, EUTAW, ALA., CHARLES 
RAYMOND FLOYD, PETERMAN, ALA.; AND EDGAR SELLEW, 
MOBILE, ALA. 


Mr. Hare. I am not going to read my statement because we are 
going to stay within our ten minutes of time that was allotted to us, 
and I think it would be unfair to the people following us to take more 
than that, and I hope you will call us down if we take more. What I 
would like to do though, Senator, since there have been some state- 
ments made earlier that are not correct, 1 would like to spend just 
a moment on that. 

Senator Ciark. Before you start, let’s be sure that your mimeo- 
graphed statement appears in the record in the hearings. Perhaps 
you would like to say just a word, Mr. Hale, in introduction of your 
colleagues. 

Mr. Hatz. Iam E. E. Hale, executive vice president of the Alabama 
Forest Products Association. May I now introduce the gentlemen I 
have with me? 

Senator CiarKk. Please do. 

Mr. Hate. On my left I have Mr. Sellew from Mobile who is a 
pulpwood producer, an independent pulpwood producer. On my right 
is Mr. Sebron Colson of the Colson Lumber Co., a medium-sized saw- 
mill operator, and on my far right is Mr. Floyd, a pulpwood producer, 
and I would like their statements to be filed please. 

Senator Ciark. That will be done. They will be printed in the 
record at this point. 
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(The statements referred to follow :) 


STATEMENT OF ERNEST E. HALE, EXECUTIVE VICE PRESIDENT, ALABAMA FOREST 
Propucts ASSOCIATION, MONTGOMERY, ALA. 


Mr. Chairmen and gentlemen of the committee, my name is Ernest E. Hale. I 
am the executive vice president of the Alabama Forest Products Association, 
which is a trade association representing manufacturers of forest products of 
all sizes, pulpwood producers, independent logging contractors, and timberland 
owners. The association has a membership of 695, representing 75 percent of 
the lumber production and 90 percent of the pulp and paper production in 
Alabama. 

I appreciate the opportunity to appear before your committee, to plead the 
case of the small sawmill operator and independent pulpwood producer. May I 
first discuss the small sawmill operator who, in our State, has been on the decline . 
rapidly since the minimum wage was increased to $1. 

Records will show that I made a statement before this committee in the spring 
of 1957, that the increase in minimum wage was a major contributing factor in 
putting the small portable sawmill operator out of business. Senator Kennedy 
questioned this statement, and quoted the Secretary of Labor in a statement 
appearing in a newspaper, that “possibly except for some parts of the South, the 
$1 minimum had not caused any displacement.” A few months ago, the Secretary 
of Labor was quoted as saying that ‘27,000 sawmill workers in the South lost 
their jobs due to the last increase in the minimum wage.” The figures we have 
on our State verify the Secretary’s statement. In gathering data for this paper, I 
requested the License Division of the Revenue Department to furnish figures on 
the number of sawmills that were licensed, on an October-to-October basis: 


1954—55____ 1,334 1956-57 
1955-56 1, 231 1957-58 


I know it is difficult for those not acquainted with the operation of the 
portable sawmill to understand why $1 or $1.25 an hour wage would disrupt 
the small sawmill business. As constructed, they can produce only on the 
average of 1,000 to 1,200 board-feet per man-day, whereas the larger efficient 
stationary mills with thousands of dollars spent for labor-saving equipment can 
produce 5,000 to 6,000 board-feet per man-day. 

It is true that many of the portable mills have given way to larger stationary 
mills, but they render a service that is much needed in all rural sections of 
our State, by employing local labor and by manufacturing lumber for farmers 
and others in their community. If the minimum wage is increased to $1.25, it 
will further tighten the noose around the necks of the small sawmill operators 
and will, of course, give the larger integrated mill an advantage that the small 
mill cannot compete with. The small mill operator manufactures luinber part 
time, and many of his employees are farmers operating small farms, and when 
they are not busy in the crop, the sawmill operator gets a crew and starts cut- 
ting timber. In many communities, this is the only manufacturing plant they 
have. 

One dollar an hour is a low wage, but these part-time workers are happy to get 
it. Many of them are not proficient and skilled in their work, and would not be 
able to hold down a job in one of the large mills if offered to him. Should the 
12-man exemption for independent logging contractors be eliminated, it would 
certainly further complicate the problems of the small portable sawmill opera- 
tor. Usually, when he gets ready to start his mill, he makes a deal with one 
of the farmers to take his farm equipment and do the logging for the mill. 
This farmer usually employs two or three of his neghbors to assist in the op- 
eration, and they work on a contract basis. 

I should like to quote from the statements of Mr. Richard Kilbourne, Direc- 
tor, Division of Forestry Relations, Tennessee Valley Authority, Norris, Tenn., 
and John W. Lehman, Chief, Forest Utilization Section, when they appeared 
before the Small Business Committee hearing on January 31 of this year, and 
presented the problem of the small sawmill operator. 

Mr. Kilbourne: “* * * most of these 4,000 mills cut less than 1 million feet 
each year, and the ownerships are in small tracts; therefore, these small mill 
operators perform a very important and very essential function in this region— 
contrasts to other regions where there are large ownerships and large timber 
operations. “Out of this 4,000 we have had to eliminate from our study a 
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considerable number because they are operated only part time, maybe as an 
adjunct to a farm or some other operation, and we have concerned ourselves 
with the commercial—what we call the commercial mills, those people who 
are dependent upon this operation as a source of livelihood. And the char- 
acteristics of these mills, we have found, range from a crew size of 4 men to 
possibly 10, and a daily cut from 4,000 to 8,000 board-feet.” 

Mr. Lehman, in presenting his statement, pointed out that the average small 
mill operated 120 days a year, and the average crew was 6 people. He said 
the survey they made revealed there were 3 general problems that faced the 
sawmiller. One of these is efficiency. Sawmill operators are faced with in- 
crease in cost of stumpage, labor and equipment, and lumber prices have not 
advanced at the same rate. Mr. Lehman pointed out that the smaller the mill, 
the more down time the mill had. 

I just pointed out to you how the small portable sawmill operator was 
vanishing from the South, and gave reasons why. The same thing will happen 
to the small independent pulpwood and logging contractor if the 12-man exemp- 
tion is repealed. This exemption under the provision of section 13(a) (15) was 
placed in the Fair Labor Standards Act, and reads as follows: 

“The (minimum wage and overtime pay) provisions * * * shall not apply 
with respect to any employee employed in planting or tending trees, cruising, 
surveying, or felling timber, or in preparing and transporting logs or other 
forestry products to the mill, processing plant, railroad, or other transportation 
terminal if the number of employees employed by his employer in such forestry 
or lumbering operations does not exceed 12.” 

The conditions that caused Congress to adopt this amendment in 1949 have 
not changed one iota, and it is difficult for many of us to understand why there 
are those who want to remove it. It certainly applies to a small segment of 
the overall labor force, and is used by a group than can scarcely operate 
without it. 

I have here with me today two pulpwood producers who employ less than 9 
men each, and these gentlemen represent several hundred such producers in 
Alabama, who will be all but put out of business if either the minimum wage is 
increased, or the exemption removed. The same thing will happen to the 
independent logging contractor and the pulpwood producer that has happened 
to the small portable sawmill man. This operation will be handled by people 
with expensive equipment that can handle the wood at a cost per cord cheaper 
than the independent producer could under the $1.25 minimum and without the 
exemption. he 

Again, the pulpwood producer like the small sawmill operator finds his 
employees in the community where the operation is performed, many of them 
part-time farmers, who badly need a supplemental income. 

The Select Committee on Small Business held a hearing recently on the prob- 
lems of the independent logging and sawmill industry. It is an established fact 
that this industry is having problems, and the Small Business Administration 
was searching for a solution. Borrowing money from SBA will not alleviate 
these problems. I am confident if the thousands of small sawmill operators 
and independent logging contractors were asked what would help them most, 
they would answer, “Not to increase the minimum wage, or remove the 12-man 
exemption.” 


STATEMENT OF CHARLES RAYMOND Ftoyp, on S. 1046 


My name is Charles Raymond Floyd and I live in Monroe County at Peter- 
man, Ala. I am a pulpwood producer and have been engaged in this work for 
6 years. I have 3 employees who cut and haul pulpwood to Peterman where it 
is sold to Tidwell & Prouty, pulpwood dealers. During the average year, my 
production and sale of pulpwood is approximately 1,500 cords. In addition to 
pulpwood, I also produce and sell poles, piling, and sawlogs. The number of 
employees working in these three operations varies from 3 to 9 men, depending 
on the season of the year and logging conditions in the woods. During the 
farming season, some of these men instead of working in the woods are working 
on the farm. 

From my experience and observation, practically all of the pulpwood in my 
section of the country is produced and handled in the same way as my job, and 
I believe that I can safely say that my operation is typical of other producers 
in my area. 
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To give you gentlemen a picture of how my business is operated, I would 
like to go briefly into some of its phases. Actually, there are 3 separate 
crews working in the woods: one crew will fell, trim, and bunch poles and piling. 
Another crew will follow the first and fell trees and cut them into sawlog 
lengths, after which they are also bunched. All of these products are sold to 
various buyers on the ground. The loading and transportation arrangements 
are made by the buyer, and once they are bunched, I have nothing further to 
do with the handling of these products. 

With reference to the production of pulpwood, I operate one truck. This 
truck is driven home at night by the driver and he reports to the tract being cut 
in the morning. The two cutters in the pulpwood crew of three either furnish 
their own transportation to the job site or walk, it is in walking distance of their 
homes. Upon arrival in the woods, the truckdriver helps with the loading and 
then drives the truck to Peterman; and I would say that the average haul is, 
roughly, 15 miles. Depending on the weather, of course, these three men will 
average cutting and hauling to the concentration yard at Peterman about three 
loads of 3 to 3% cords each, per day. Throughout the year they will average 
working about 4 days per week. They are paid on a cord basis for the wood cut 
and hauled and, while I do not keep records of the hours worked, I can state to 
you that I am firmly convinced that these employees are earning an average of 
not less than $1 per hour and, in a great many instances, considerably more than 
this amount. 

These men are on their own while they are in the woods and, about every other 
day, I try to inspect the operation to see whether the men are cutting all the 
trees that are marked, and are otherwise performing their work in accordance 
with good forestry practices. There are times, however, when I do not go into 
the woods where these men are working for perhaps 2 or 38 days. They work 
without detailed supervision, when and how they choose; and believe me, gen- 
tlemen, this is exactly how that type of worker wants to be employed. He wants 
to work when he feels like it, or if he wants to take a nap in the middle of the 
day, or go fishing for a couple of hours, he wants the freedom to do that. This 
has, for many, many years, been the method used in logging operations in my 
part of the country. 

Without the 12-man exemption in the wage-hour law, which relieves me of the 
requirement of keeping the number of hours worked and seeing that my men work 
all of the hours that they are in the woods, I could not continue in the business 
of producing pulpwood. To keep a record of the hours worked and see that the 
men are working while on the job would mean that I would have to hire a fore- 
man-timekeeper who could stay in the woods all the time and supervise the work. 
This additional overhead would reduce my profit so that I could not continue to 
operate and make a living. 

I want to express my sincere thanks for the opportunity of appearing before 
this committee as a small businessman engaged in the production of forest prod- 
ucts. I hope and believe that you, and the other Members of the Senate, will 
not force me out of business by repealing the 12-man exemption now contained in 
the wage-hour law, and I am completely sincere that if I am forced to keep de- 
tailed records of the hours worked by my employees, it will be necessary for me 
to abandon my business and find some other way to make a living. 


STATEMENT OF R. S. Cotson, on S. 1046 


I am R. §S. Colson, senior partner and general manager of the Colson Lumber 
Co., Eutaw, Greene County, Ala. My company is engaged principally in the 
manufacture of southern yellow pine lumber. We manufacture approximately 
40,000 board-feet of lumber per day and employ 95 persons in our sawmill and 
shipping operations. Approximately 48 persons supply us with logs and timber 
for this operation. We are generally classed as being a medium-sized mill. 

Our labor force is made up of 95 percent nonskilled laborers, consisting in part 
of part-time farmers who seek employment in the logging and timber industry 
during their off-season farm operations. Productivitiy is very low in com- 
parison to the larger mills that operate much more efficient and more expensive 
equipment at their mills. The mule and wagon is still used extensively in our 


logging operations. This is generally true with all sawmills of our size in 
our area. 











TO AMEND THE FAIR LABOR STANDARDS ACT 373 


When the minimum wage was last raised from 75 cents to $1 per hour, there 
were hundreds of small mills employing from 20 to 30 men that were forced 
to cease operations because they could not afford to put in labor-saving equip- 
ment to offset this increase. 

If the minimum-wage is increased at this time, mills such as we operate— 
that is mills employing less than 150 employees—will be forced to close down 
their operations. They have already spent large sums of money in trying to 
modernize their plants in order to increase production to offset the last wage 
increase, and they still have difficulty making a profit. 

In our area of Alabama the forestry and lumbering industry is still a major 
source of income for unskilled labor. The soil bank and other farm programs 
have forced thousands of farmers and farm laborers into the labor market. The 
lumbering and forest industries have absorbed many of these people. 

If the medium-sized mills are forced to close, it will only add further to 
the unemployment problem in our area. 


STATEMENT OF EpGarR SELLEW 


My name is Edgar Sellew and I live in Mobile, Ala. Since 1946, except 
for about a 2-year period, I have been in the business of producing pulpwood 
in Mobile and Baldwin Counties. The wood I produce is sold to S. M. Adams, 
Ine., wood dealers in Mobile, Ala., and delivered to three pulp and paper mills 
in Mobile and one in Moss Point, Miss. I now operate two trucks, but for the 
past several years have operated one. When I was operating one truck I 
had an average of three employees, but now have five employees. In addition 
to these men, I also work either operating a crawler tractor in the woods or 
driving one of the trucks, depending upon the location and type of the particular 
tract of timber. My production while operating with 1 truck wa sabout 30 
to 32 cords per week and with the 2-truck operation will be approximately 45 
to 50 cords per week. 

My pulpwod operation is like that of other pulpwood producers in the general 
vicinity of Mobile. 

In my usual operation, my employees are picked up in the morning either 
by me or my truckdrivers and are driven to the woods. All members of the 
crew either fell, trim, cut into proper lengths or otherwise assist in the prepa- 
ration and loading of the pulpwood. Two members of the crew then drive the 
trucks to the mills. While it is true that in working some tracts of timber, 
I am in the woods operating a crawler tractor, the workers are scattered and 
some distance away and I cannot supervise them and operate the equipment at 
the same time. My men are paid on a piece-rate basis; that is, so much per 
load. They work with little or no supervision and come and go pretty much 
as they please. 

Because of my type of operation, I can’t exercise the supervision of my em- 
ployees that would be necessary if I had to keep time records in these woods 
operations. As I see it, I would have to do one of two things in order to keep the 
records. If the 12-man exemption were not in the law, I would have to hire a man 
to operate the tractor, which would leave me free to spend my time supervising 
and keeping the time of the crew. If I did not do this, it would be necessary for 
me to hire a supervisor who could stay in the woods all the time and exercise the 
supervision that would be necessary if I had to pay the workers for every hour 
they spent in the woods, whether they did any work or not. Whereas I now rea- 
lize enough out of my business to make a living, if I had to employ another man 
who had to spend all of his time as timekeeper rather than doing productive work, 
it would reduce my income to the point where I would not have a living. Thus 
instead of continuing my small business, which I have been in since 1946, I would 
have to look for a job. 

When I first began producing pulpwood the 12-man exemption was not in the 
law and I tell you, gentlemen, that trying to produce wood and comply with the 
recordkeeping provisions of the law, as it was then, was a tremendous burden, if 
not an outright impossibility. While I did my best, I feel sure that if an investi- 
gator from the Wage-Hour Division had come in to look at my records, or the rec- 
ords of any other producer of pulpwood at that time, he would have found them 


all fouled up and I probably would have had to go out of business after paying the 
penalties. 
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In view of the widely scattered pulpwood operations and the extremely difficult, 
if not impossible, job of supervising the crew and keeping time, Congress in 1949 
relieved small operators like myself from the minimum wage, overtime, and 
recordkeeping requirements. Conditions are exactly the same in the pulpwood 
business now as they were then and I urge you, gentlemen, to retain the exemp- 
tion that was found then to be so vital to the small businessman producing 
pulpwood. 

I appreciate the opportunity of being here and wish to thank you for your time. 


Mr. Hate. In our State of Alabama, and that is the only one I know 
facts about, we have 21 million acres of forest land out of 32 million. 
The remainder is either in croplands, pastures, streams, or cities. 

We know in Alabama that 80 percent of the forest land is owned in 
small tracts, and 65 percent of that by farmers. 

Just this last summer we had one of the conferences on the problems - 
of the small woodland owners in our State, and all of those records, 
Senator Clark, are in the U.S. Forest Service records, and the gentle- 
men who made the statement that it was 80 percent of it owned in 
large holdings can find that in just a moment to be the reverse. I want 
to make that one correction at this time. 

Now I rather think that he took some very extreme cases in the pulp- 
wood producing business, because I am fully acquainted with it. I 
want you to ask these gentlemen questions on their operations to bring 
out the fact that it is not correct, some of the statements made previ- 
ously in regard to the pulpwood handling in our area. 

We have in Alabama now eight papermills. We are producing and 
growing more timber today than we are cutting, supplying the paper- 
mills and the sawmills. 

Weare proud of that. We want to increase it. 

I would like to say this. I appeared before the Small Business 
Committee early this year when we were discussing the problem of the 
small sawmill operator, and the independent logger, and we had with 
us at that time, and it is in my statement here, some gentlemen from 
the TVA who themselves were talking about the problem of the small 
sawmill operator. I am sure Senator Cooper is acquainted with them 
in his State also. They are people that operate from four to six and 
eight men and have what we call a rough green portable mill. They 
are doing just about as good a job, most of them, as they can do with 
that type of equipment. 

In Alabama in 1955, according to the records, we received from 
the license bureau that licenses all sawmills, we had 1,354 mills. In 
1958 we had 800 and some odd mills. It is in the record as to what 
we have. 

Those mills are the ones that cannot stand the increase in the mini- 
mum wage, not near so well as the large mills that make 6,000 and 
7,000 board feet per man-day as compared to 1,000 or 1,200 by the 
little man per man-day, and they rapidly will be out of business. 

I won’t dwell on that any further. We would like Mr. Sellew to 
have something to say or perhaps Senator Clark you would like to 
ask him, about his operation. 

Senator Crark. I really think, Mr. Hale, that we have had a gen- 
eral pattern here evidenced this afternoon about the conditions in 
this industry throughout the South, in fact pretty much throughout 
the country, and also you gentlemen have something quite different to 
tell us from what we have already heard from the Mississippi people 
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and the American Pulpwood Association, and the other gentlemen 
who have given us the benefit of their thinking on this industry. 

I would like to ask a couple of questions if I may. Could you 
gentlemen tell me whether in the areas where you operate and do your 
business there is any substantial amount of unemployment. 

Mr. Setiew. In my area there is not a tremendous amount of un- 
employment. 

Senator CLarx. You are not in what is known as a labor surplus 
area. 

Mr. Settew. No, we are not. 

Senator Crark. Are any of you gentlemen ? 

Mr. Corson. Yes. Senator, in my area of southwest Alabama there 
is a surplus of unskilled labor. A recent survey put out by the Public 
Welfare Department in my county of which there are 16,000 people 
in the county, showed better than about 7,000 people drawing unem- 
ployment and welfare benefits. 

Senator Crark. Do you know what the percentage of your labor 
force is that is unemployed ? 

Mr. Corson. Our total labor force there that is unemployed, I 
would say it would be in the neighborhood of 25 percent. 

Senator Crark. That is very high indeed. In fact, I think it is 
the highest in the country. How about you, sir? 

Mr. Corson. Senator, if you will let me make a further explan- 
ation, I have it here written down and I would like to read that. 

In our area of Alabama, the forest and lumber industry is still 
a2 major source of income for unskilled labor. The soil bank and 
other farm programs have forced thousands of farmers and farm 
laborers into the labor market. The lumbering and forest industries 
have absorbed many of these people, but there are still large numbers 
of these people who are out of work. 

Senator CLark. I am‘interested in this. You are making the state- 
ment that you have 25 percent of your labor force unemployed. That 
is almost the highest in the whole United States. I had thought that 
in one of my unfortunate counties in Pennsylvania we did have the 
highest, where the coal mines are shut down. 

Mr. Corson. I might say one reason for that is in the last several 
years sir we have had a big $20 million project on the river there that 
took up a number of our workers, and this project has been completed, 
and they are back now on the open market. 

Senator CLark. Now could I ask the other gentlemen whether you 
are operating in a surplus labor area. : 

Mr. Fioyp. No sir, lam not. Most of them are occupied in pulp- 
wood production. 

Senator Crark. Will each of you gentlemen place in the record, if 
you don’t mind, in turn, the going rate for your employees or con- 
verted piecework. About how much an hour are the men working for 
actually in this industry ¢ 

Mr. Settew. The men I have working for me are considered fairly 
good men. The pay is $15 a load. There are three men other than 
myself. I work with these men personally. We work side by side. 

On two loads a day is $10 apiece. Now we may put those two loads 
in in 5, 6, 7, 8, 9, 10, 11 hours depending on the weather and the type 
of wood. 
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Senator Ciark. You pay at the rate of about $10 a day? 

Mr. Settew. That is correct. 

Senator Crark. With the hours of work varying depending on the 
weather and other factors. 

Mr. Setxtew. That is true. 

Senator Crark. How about you, Mr. Hale? 

Mr. Hate. I am not an operator, but I have a brother operating, 
and his crew puts on three loads a day, and he tells me they make $15 
a day and quit about 3 o’clock. 

Senator Crark. How about you, sir? 

Mr. Corson. I am presently engaged in a logging operation, and 
our logging people make $1 an hour wage. Of course we are opposed 
to the wage increase, and mainly in this particular operation to the — 
recordkeeping part of it. 

Senator CLarK. How about you, sir? 

Mr. Froyp. Sir, I pay $4. cord. I furnish the truck, the gas, the 
saws and the timber, and I have three men, which equals $1.33 an hour. 

Senator Crark. One thing that interested me, and perhaps Mr. Hale 

can speak for all of you, but ‘if generally speaking, as appears to be the 
case, your workers are getting substantially more than the minimum 
wage which this bill would provide, why is this going to put you all 
out of business? 

Mr. Hatz. I beg your pardon? 

Senator Crark. I say if, as appears to be the fact, that almost all 
of you are paying well in excess of $1.25 an hour, why would the 
adoption of this bill put you all out of business? 

Mr. Hater. There are two points to it, Senator Clark. First, the 
exemption, the 12-men exemption, which is recordkeeping and 

Senator CrarK. I understand the point on the records. 

Mr. Hate. Yes. Now in the case of the minimum wage, when you 
increase the lowest grade worker you have, you automatically i increase 
everyone you have on your payroll, and then that comes to a sizable 
increase. 

I want to substantiate the fact that the gentleman ahead of me 
stated about the price of lumber. It has not absorbed the other in- 
creases, and I notice that Secretary Mitchell stated—I read it in the 
paper—he said there was some 27,000 sawmill workers in the South put 
out of business when the other increase came in, and we would expect 
this to just about wind up the small portable sawmill, if it goes into 
effect. 

Senator Crark. Thank you very much, Mr. Hale. Senator Cooper? 

Senator Coorrr. No questions. 

Senator Ciark. Thank you very much gentlemen. We are pleased 
to have had you with us. 

Our next witness is Mr. J. A. Walker of Camden, representing the 
Arkansas Wood Producers Association. Mr. Walker and Mr. Brown 
from the Georgia Forestry Association, could I ask you a question 
before you appear. The gentlemen representing the Louisiana For- 
estry Association are pleading another engagement. You three are 
the only ones remaining. They have asked to be put ahead of you 

although they are behind you on the list. Would you have any objec- 
tion if they went ahead of Georgia or Arkansas? 

(There was no objection.) 
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If you gentlemen are agreeable, then, we will call the gentlemen 
from the Louisiana Forestry Association, Mr. Godfrey, Mr. Maxwell 
and Mr. Broom, and I am sure that Louisiana will be duly grateful to 
Arkansas and Georgia. 


STATEMENT OF THOMAS B. GODFREY, INDEPENDENT PRODUCER 
OF PULPWOOD, ACCOMPANIED BY CARROLL W. MAXWELL, LUM- 
BER MANUFACTURER, POLLOCK, LA.; AND GEORGE A. BROOM, 
FOREST PRODUCTS CONTRACTOR, SLIDELL, LA. 


Mr. Goprrery. In the interest of saving time, I would like to submit 
my statement for the record. 

Senator CLark. Mr. Godfrey, you are a very popular man with me. 
Your statement will appear in the record at this point, and you may 
proceed in your own way. 

(The prepared statement of Mr. Godfrey follows :) 


STATEMENT ON SENATE BI x §. 1046, SUBMITTED By THOMAS B. GODFREY, 
INDEPENDENT PRODUCER OF PULPWOOD 


My name is Thomas B. Godfrey, from Monroe, La. I am a small tree farmer 
and dealer in pulpwood. 

We independent producers and dealers are opposed to any change in the 12-man 
exemption clause in the Fair Labor Standards Act, which applies to small 
forest activities and more particularly, to the independent pulpwood producer 
and dealer. 

The act was originally set up for industrial manufacturing operations, and 
was later amended to exclude small forestry operations employing 12 men or 
less. This exemption was made by Congress, and rightly so, after long and 
careful consideration of the facts. We do not believe that the facts have changed 
since that time. To the contrary, we believe that it is more important now than 
ever before, that the exemption be maintained in the act. 

The independent pulpwood producer, who spends most of his time actually 
working in the woods, isolated from his employees and unable to exercise any 
great degree of supervision, is not equipped to keep the meticulous records to 
comply with the law. To give one illustration of how confusing the law has 
become, the Interpretative Bulletin, Part 778, deals with the single question of 
overtime requirements. This bulletin lists nearly 90 topics to which an em- 
ployer must familiarize himself and keep accurately and currently advised 
about. This would be impossible for a producer since many have little more than 
grammar school education, and cannot hire lawyers, accountants, and 
bookkeepers. 

The farmers of our area are faced with a decrease in the allowable acreage 
for the production of cotton, sugarcane, rice, corn, and other basic crops. Con- 
sequently, they have been encouraged by the Federal, State, and local agencies 
to turn to the development of timber farms to supplement their diminishing 
annual incomes. 

The repeal of this “12-man exemption” would deprive not only these farmers 
of their market for pulpwood, but also many thousands of seasonal agricultural 
workers of employment which they now enjoy. 

The method of operation now used by the small operators and farmers is con- 
venient, and permits the worker to enjoy complete freedom, and to receive pay 
in accordance with his actual accomplishments. It permits the farmer to harvest 
his timber at such times as he may desire. Also, it affords the farmer and farm 
worker an opportunity to earn money in their spare time. 

We believe in good wages; and, moreover, we know that the workers now 
engaged in the pulpwood industry are earning equal to the legal minimum wage. 

The effect of the repeal of this exemption, as it now exists, would transfer 
the income from the producer, the farmer, and the seasonal agricultural worker, 
to large operators who can afford timekeepers and bookkeepers. The removal 
of this exemption would result in lower farm income, and cause unemployment 
among the lower income group, who are the least able to afford it. 
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The independent tree farmer with small isolated stands of timber would not 
lend itself to this larger type operation. The farmers and other owners of small 
tracts would lose the value of their forest crops. The significance of such a 
result is apparent when it is recalled that there are over 3 million forest owner- 
ships of less than 100 acres in size. 

To deprive these farmers of their market, and to deprive the agricultural 
worker of legitimate opportunities which they have enjoyed, would not be in the 
national interest, in that these groups would not be self-supporting, but would 
then have to be subsidized by the Federal Government in some way. 

In conclusion, as a small independent producer of pulpwood, I urge your com- 
mittee, and Congress to retain the present $1 per hour minimum wage and the 
“12-man exemption” in the Fair Labor Standards Act. Such action would prove 
the most constructive step that the committee and Congress could take at this 
time to protect the forest economy of our Southern States. 

I appreciate this opportunity to present my views to the committee. 


Mr. Goprrey. However, I might add that we have with us in our 


group a pole and piling man, and there has been nothing heard from 
this source. We would appreciate time for him to submit a few oral 
remarks, and accept his statement in the record. 

Senator Ciark. Is this Mr. Maxwell? 

Mr. Goprrey. Mr. Broom on my left. 

Senator Crark. Mr. Broom we will be happy to hear from you. 
Go right ahead: 

(The prepared statement of Mr. Broom follows :) 


STATEMENT OF GEORGE A. BrRooM, ForEStT PRODUCTS CONTRACTOR, SLIDELL, La. 
, ’ 


My name is George A; Broom. I reside at 1231 St. Tammany Street, Slidell, La. 
I am a forest products contractor engaged in the business of buying standing 
timber and cutting it into merchantable products, such as piling, poles, saw-logs, 
and pulpwood. My area of operation is within a 60-mile radius of Slidell. I have 
been in this business continuously since May of 1945, a period of 14 years; and I 
employ 8 to 12 men on a year-round basis. 

I am here today to tell you my story, and I believe that it will be endorsed by 
every small forest products businessman in the South. 

We people that work in the woods, planting trees, cutting trees into the various 
products—poles, piling, saw-logs, pulpwood, etc., and hauling them to market, 
know that it is almost an impossibility to work under a factory time schedule. 

There are many factors to be taken into consideration. In the first place, the 
forest products business is an outdoors one, where the weather has to be taken 
into account. There are times when it is impossible to get timber out of the woods 
during the rainy season, and, I might add, that we have had a rainy season for 
the last 8 or 10 months. Oftentimes, we people in the forest products business 
will continue our operation during the wet season, knowing that it is nearly im- 
possible to make a profit on our operations, in order to keep our men employed. 

Another reason that we cannot maintain a factory schedule is the fact that in 
most instances, our operations are on very small lots and acreages where it is only 
practical to have two or three men working at one time. There are times when 
I have men working in three or four places at one time, a distance of 1 mile to 10 
miles apart. In keeping with a factory time schedule, it would be economically 
impossible for me to maintain a timeclock operation on work of this nature. 

In order to survive, the forest products business adopted the piecework 
methods a long time ago, so that it could be flexible to meet the conditions 
of weather and isolation of workers from timekeeping and supervisors. The 
industry did not adopt piecework as an end, but as a means of giving work 
to the people that needed work and wanted to work on their own hours. By 
this method, a man works as much as he wants to, or as little as he cares to, 
whichever the case may be. 

In my area of operation, we have a competitive labor market, where a man 
can easily change work almost at will if he desires to do so. I might add 
here that even with this ready and competitive labor market, I have men now 
employed that have been in my employment continuously, two 12-year men, 
one 10-year man, and four 8-year men. These men are working for me, not 
because they have to, but because they desire to. If they didn’t like their 


- 
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work and were not satisfied, they could have left my employment at any time, 
and can do so now. 

Now, gentlemen, I am working under the present Fair Labor Standards Act, 
with the 12-man exemption clause in it, and my employees are earning piece- 
work rates at least equal to, and in some cases nearly twice the legal minimum 
wage. I can continue to work and operate my business under this act; but if 
the 12-man exemption clause is dropped and I am forced to comply with record 
and timekeeping regulations of this act, I will no longer be able to maintain my 
business, nor do I believe that any of the other small forest products business- 
men can either. 

One other item that is up for change in the Fair Labor Standards Act is the 
increase in the minimum wage from $1 per hour to $1.25 per hour. I want to 
say here and now that I am opposed to this change. We lived through a period 
of time when the minimum wage was raised from $0.75 to $1 per hour. So far 
I ean see it, it did not raise the standard of living of anyone, nor did it lend 
itself to bolster the economy of our Nation. In my opinion, it did just the 
opposite; it started an inflationary spiral that put the workingman in a posi- 
tion where his dollar did not buy as much. If you don’t believe this, ask your 
wife. Bread, milk, potatoes, beans, etc., have all gone up in price as well as 
other things, and we have reason to believe that this will occur again and again 
if this spiral in wages continues to be forced by Government legislation. The 
answer is not a raise in the minimum wages, but opportunity for individual 
initiative to produce better, to produce more, to get more money for his labor. 
This inflationary spiral of wages and prices has got to ceiling somewhere, and 
it appears to me that the Congress should be trying to halt this upward spiral 
instead of trying by legislation to keep forcing it upward. 

We are living in a free economy—one that made this country of ours great, 
but if this economy is to continue to be free, the Government is going to have 
to call a halt to its forced regulations of cost to the economy. The facts are, 
if you raise the minimum wage, you will have to raise proportionately all the 

yay up the seale of pay. 

Now, we people in the forest products business feel that we cannot absorb this 
proposed increase, nor do we believe that we can pass it on to the consumer. 
We were unable to do it when we were forced to raise from $0.75 to $1, in 
1956. A good example of this are these facts. In 1955-56, we were getting $60 
and $65 per thousand board feet (Doyle scale) for logs delivered to the mill. 
Now we are getting $50 and $55 per thousand board feet (Doyle scale). The 
prices on piling and poles fave dropped from the 1955-56 level approximately 
4 cents per linear foot. Only pulpwood has remained stable. 

My principal product—untreated green piling, is suffering the greatest com- 
petition on the open market. This competition is aided and abetted by the 
Federal Government. One example of this is the new Federal Postal Building 
presently under contract in New Orleans, La. The specifications for the foun- 
dation piling for this building, drawn by or sanctioned by the Postal Bureau, 
stipulated a name brand of concrete piling for its foundation—wood piling, 
treated or untreated, was not given a chance to be considered. Yet, in my State 
of Louisiana, forest products is second only to farming in the economy of the 
State. 

We are in a competitive business, competing with competitive products. We 
have, and can continue to stand on our own bottoms, but we can’t expect to pass 
on increased costs for our products, because if we do, we will be putting our 
products at a competitive disadvantage with products that can be mass-produced 
on the assembly line cheaper than we can produce them. 

I know that your committee is conducting these hearings to compile informa- 
tion that will enable you to determine what is best for the most people, and I 
hope and pray that you will consider what I have tried to point out to you. 
The elimination of the 12-man exemption, and the raise in the minimum wage 
will do more harm to the forest products industry of the South than it will do 
good. 

Gentlemen, we need your help to stay in business—help in the form of tax 
reduction, help in the form of insurance rates reductions, and help in the form 
of higher tariffs to keep out cheap foreign imports of wood products. 

We do not need forced higher costs upon us, nor can we long survive its 
imposition. In the last 2 years, in my immediate vicinity, three sawmills, one 
creosoting plant, and numerous forest products contractors have been forced to 
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go out of business due to the inability to make a profit under existing conditions. 
Please consider us, the backbone of the South’s cash economy. 
Thank you for your time and the opportunity to appear before you today. 


Mr. Broom. My name is George A. Broom. I reside at 1231 St. 
Tammany Street, Slidell, La. 

Senator Clark, there has been much said here today pertaining to 
the woodsworker in the South and the Lake States, at least, in the 
Northeastern States, and I am sure all that has been said is true. I 
would like to point out to you these facts in the particular area that 
I work in. 

I started in this operation immediately after the war by cashing 
a few bonds and buying a truck and a horse. I have worked that 


small investment up to about a $35,000 or $40,000 investment. The: 


people that I work have been with me almost continuously, and in 
the record here it is shown where I have two 12-year men, one 10-year 
man and four 8-year men who have been working for me continuously. 
It is a continuous operation. It is a year-round operation. 

Principally and primarily, I am a piling and pole producer. Now 
in the sense that I call myself a producer, I run my business in this 
manner. 

I buy the standing timber from anyone that I can who will sell it 
to me at the highest price that I can keep somebody else from buying 
it at a higher price. 

Senator CLarKk. What kind of wood do you work in mostly ? 

Mr. Broom. Principally pine, Senator. We do cut a few gum pil- 
ings, a few cypress, but principally pine. 

Senator Crark. You don’t go down into swamp much to cut the 
—. 

Mr. Broom. When you talk about swamp, you can classify Louisiana 
as about 60 percent swamp, because those flats do get soft. 

Senator Crark. I understand, but some are a lot worse than others. 

Mr. Broom. Senator, we operate in a radius of about 60 miles cutting 
on lots as small as a city lot, 60 by 120. 

We may have two men peeling poles in this particular area today 
and four on the next one tomorrow, and maybe during the same day 
may have three crews working at different locations as much as 
10 to 20 miles apart. That is a fact, and I can verify it any day that 
you wish to come down and watch. 

Now I am here in opposition to the elimination of the 12-man ex- 
emption due to the fact that in my period of operation, I get up, 
I assign this crew to one location, I travel to another location, and 
assign another crew, then at a turn in the day, I come back and check 
on the operation. 

I do not have anyone to keep time. I cannot afford it. Since the 
forced increase of the minimum wage that we had in 1956, piling has 
reduced in: price approximately four cents a linear foot. Therefore, 
you see that we had to pay, with an increase in wage we had to absorb 
that. Weare not getting more for our products. 

In addition to that, our products are coming into competition with 
the products that are produced on a mass production basis such as 
concrete piling. In this statement that I have filed for the record, the 
Federal Government is aiding and abetting the competition by writing 
into the specifications for the new postal building down in New 
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Orleans, La., a name brand of concrete piling, not giving piling 
treated or untreated any consideration in that foundation. 

So those are the things that you folks—I am not going to say you 
folks, that is the wrong language—the Government is forcing on us 
as businessmen, forcing our costs up, forcing through competition our 
products to go down, and we have to absorb that. 

In addition to this, we have excess taxes on our equipment, on our 
highway taxes we paid more gasoline taxes this year, an extra $40 
per unit for our trucks down there on State highways throughout 
the State and those are the things that are pinching us and the shoe 
is pinching so hard now that it hurts. We just can’t stand it. It is 
going to put us out of business. 

I want to say that I am one of these small fellows. I say to you, 
Senator, that it is a system by which the Government forces an increase 
in the minimum wage. By the same token, the skilled labor, the 
minimum skilled labor and everybody up the scale is going to want 
that additional increase. Consequently, the products that we have 
to buy to maintain our business are going to cost us more in addition 
to the salaries that we have to pay. 

This upward spiral has got to have a ceiling somewhere, Senator, 
and it is high time that the Government should be putting a ceiling 
on the thing, rather than pushing it up. 

Senator Ciark. Mr. Broom, what are you paying your people now ? 

Mr. Broom. Senator Clark, that is a good question. I have six men. 
I have one out of that group that is getting the minimum wage. The 
rest of them are geting an excess of $9 to $12 a day. 

Piece workers, those that have the initiative, those that are willing 
to work and very seldom they work a full 8 hours, they can make any- 
where between $1.10 and $1.12 an hour. 

Senator Crark. Thank you very much, sir. 

Mr. Govrrey. Sir, we also have Mr. Maxwell with us, who is a saw- 
mill owner and he would like to make a few remarks and also file his 
statement. 

Senator Crark. Mr. Maxwell, we will be happy to have your state- 
ment filed for the record. Will you proceed, sir. 

(The prepared statement of Mr. Maxwell follows:) 


STATEMENT CONCERNING §. 1046, By Carrot, W. MAxWwELL, LUMBER 
MANUFACTURER, POLLOCK, LA. 


I am Carroll W. Maxwell of Pollock, Grant Parish, La. I have prepared this 
statement on behalf of the lumber manufacturers in my area, of which I am one, 
in order to bring to your attention the situation as it now stands in the lumber 
industry, and to point out the possible effects of the proposed increase in the 
minimum wage from $1 to $1.25 per hour (Senate bill 1046). 

The condition of the lumber industry is easily pointed out by examining the 
attached pine and hardwood price lists, which have been taken from times of 
peak prices. I have the pine price list of a reputable manufacturer of Alexandria, 
La., dated April 15, 1952, and May 1, 1959, which represents 7 years. You will 
find that the prices on the common grades of boards and dimensions have re- 
mained basically the same, but on the higher grades, the prices are considerably 
lower on the May 1, 1959 list. Also attached is the hardwood market report of 
February 11, 1956, and April 25, 1959. You will find that the common grades of 
oak and gum, which constitute the biggest percentage of southern hardwoods, 
have remained the same. Again, I would like to point out that these prices are 
taken from periods of peak shipments and prices. Many times, and for months 
at a time, the average price realized by the producers was considerably lower. 
The wholesale price index compiled by the U.S. Department of Labor for the 
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period of 1947 to 1957 shows that of all the building materials, the cost of lumber 
increased the least—23.2 percent. Structural steel for the same period was 
127.8 percent. As in other fields, the cost of production has increased, but lumber 
continues to sell at a lower cost to the consumer. 

By far, the biggest percentage of our producers own very little, if any, land on 
which to grow timber. The raw materials for a sawmill—logs, are purchased on 
the open market from individuals and the U.S. Forest Service. Competition is 
keen when it comes to buying this timber, and a mill operator must pay the going 
rate in order to be a successful bidder. The value of standing timber has changed 
very little in the past few years, as evidenced by the return on sales made by the 
U.S. Forest Service. The day of making a good profit on buying standing timber 
is past. 

When the minimum wage was increased to $1 per hour, all operators were 
forced to become much more efficient, or go out of business—which some did. 





Thousands of dollars were spent for machinery and equipment, in order to 


reduce the labor force and cut costs. This reduction in force put many people 
on the unemployment rolls. As as example, in 1955 my own operation employed 
40 men at the mill; today we have 33 men handling more lumber more efficiently. 
This same situation prevails at all the mills in my area. 

The lumber industry is made of rugged individualists. Their businesses are 
operated under the law of supply and demand. Overproduction causes prices to 
fall at a fantastic rate, and there is no guarantee by the Federal Government of 
any certain prices for which he can expect. In fact, no lumberman that I know 
of would have it that way. If there is a time when lumber becomes scarce, the 
price will increase only to a point where competitive materials step in and take 
over. Southern pine prices follow west coast products up and down, and have 
to stay lower in order for the people in our own State to buy a home manufactured 
product. Fir is delivered into Louisiana in some cases cheaper than we can 
manufacture pine and put it on the market. 

Therefore, the conditions existing in the lumber industry today boils down to 
the fact that we are unable to raise our average prices, the cost of timber is 
unchanged, and the efficiency of most operations is at the best possible state. 
The proposed increase in the minimum wage to $1.25 per hour looks relatively 
simple on the surface. However, all employees in the woodworking industry 
will be affected. An employee now earning more than the minimum wage will 
expect the same percentage of increase in his pay. In addition to giving all 
employees an increase, there is to be considered workmen’s compensation in- 
surance, unemployment compensation, social security, and other fringe benefits 
allowed by many companies. This adds up to a sizeable increase in operating 
costs. 

According to a bulletin published by the National Lumber Manufacturers As- 
sociation, in November of 1958, for the first half of 1958, the average net earnings 
of all lumber manufacturing concerns was 0.9 percent. This indicates to me 
that a lot of operations were losing money. However, I feel that the year-end 
picture was better, but not good enough to sustain an increase in operating costs 
which would be imposed by the proposed increase in the minimum wage. 

With so many individuals and businesses of all categories being affected by 
this bill, I am sure that it would become highly inflationary within a short time. 
I am no economist, and cannot fully comprehend all of the potentials which 
should be brought to your attention, but inflation should be fought from every 
angle. It not only hinders our competitive position with foreign manufacturers, 
but deceases the buying power of the dollar. People living on a fixed income 
have no way of combating its evils. 

The elimination of the 12-man exemption, as proposed by this bill, will un- 
doubtedly be covered by others, but I would like to point out from personal ex- 
perience that, if you have never had the privilege of being worked over by a 
wage and hour investigator, it will be hard for you to understand the complica- 
tions that would arise for a small independent operator who cannot keep the 
records which would be required if the 12-man exemption were eliminated. 
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Generally, this operator pays his employees far more than the minimum wage 
because most of the work is done on a task basis. At my own operation I deal 
with about eight independent producers that would be affected. Should this 
bill pass, it will be most difficult for me to purchase their logs because I will 
have no means of being assured that they were produced under the law. 

In closing, I would like to say that any man with guts enough to go into 
business should be given some consideration. Many small businesses have 
failed in recent years, and you and I know that the small businessman is the 
backbone of this country. 

Thank you for this opportunity to express my thoughts, and I hope that you 
will give every consideration to leaving the minimum wage, and the 12-man 
exemption alone. 


Mr. Maxwe tu. Senator, I have some stuff attached to my statement 
that I was unable to get reproduced and I would like to turn it in and 
have it made a part of the record. 

Senator Cuiark. That will be quite all right. 

(The document referred to follows :) 


Roy O. Martin LUMBER Co. 
Shortleaf Yellow Pine, list No. 173, f.0.b. mill Alexandria and/or Castor, La. 
































B and No. 2 No.3 D and 
| better Cc commer- | commer-| better 
ati bee cial cial 4-5-6 
Ceiling-car/sdg.-linoleum flooring: ! 
56 x 4, random length. .............-... $130 $125 $110 | $68 $55 $72 
Flooring, flat grain: 
1 x 4, rencom length. ................. 140 135 125 85 | 65 | 70 
(For all 8-10-12 feet deduct $5.) | | 
Drop siding, all patterns: | 
et eae | 135 130 120 | 85 65 75 
i = &, renmdom legen. ........-....... 145 | 140 125 | 90 67 75 
(For all 8-10-12 foot deduct $5.) | 
| | ] 
B and 2 oe No. 2 No. 3 
- | better Cc wanes commer- | commer- 
| abate cial cial cial 
Finish and boards—S4S-C M- a L: aise 
1 x 4, random length....-...-.---.---- $135 $130 $125| $110 $85 $70 
} x 5, random length..-.........-.-.-- 135 | 130 120 110 83 72 
1 x 6, random length (Pickwick panel- | 
OT) cccantnicctdbmonniiknstak tbbsase 140 135 120 | 110 86 75 
1 x 8, random length (all 8 feet at $150 | } 
per thousand feet). .........--....--- | 148 | 143 125 118 7 | 7 
1 x 10, random length.-......--.--.-.-.- 145 140 120 110 85 | 75 
1 x 13, random length. ................ 200 195 145 135 89 | 75 
1x2to1x 10—4, 5, and 6 feet_-_....-.-.- 95 90 85 80 60 50 





4/4 C and better 14 feet and 16 feet, add $5; for 18 and 20 feet, add $10, if ordered separately. 
4/4 C and better 8 feet to 12 feet, deduct $10, if ordered separately. 

5/4, 6/4, and 8/4 C and better, add $15; for D and No. 1, add $5. 

For specified length in 1l-inch stock, add $3 per thousand feet. 
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Shortleaf Yellow Pine, list No. 178, f.0.b. mill Alexandria and/or 
Castor, La.—Continued 









































| | 
4 feet | | 
and | 8 feet |10 feet) 12 feet| 14 feet|16 feet) 18 feet| 20 feet 22 feet}24 feet 
6 feet | | 
No. 1, S48: | 
2x4 sip Saltese ss linet sac dante | $68 $100 $97 $97 | $100 | $105 | $105 | $110 | $125 $140 
I a ee a Saal a-=] 68 90 100 100 100 100 108 115 130 145 
IMG « Kaandsddacdsecsvstebatasne ven 68 | 90 | 100 100 100 108 108 113 130 145 
ETSI icsitinsdpsasvinagiin Giicsdiaaiagahd aed émiphoaeds 68 90 103 103 105 110 118 125 138 155 
) ae ea 100 112 114 116 120 123 128 145 160 
No. 2, S48: | | | 
|) AES bt diimlediasile apatite, 65 | 95 92 92; 92 95 100 105 120 125 
SITING» 3. osc cotchtepank ark casndshametsepeindsteleanieatod | 65 88 90 90 92 92 105 110 125 135 
Te i a oe ae Bd ; 65 | 88 90 90 92 95 98 105 115 135 
BE inact Avec aeeskntawaedmeameneinm | 65 | 88 90 90 92 95 100 110 120 140 
IE goa acticvnccovemase ERS: | 65] 90 95 98 | 98 110} 115} 120} 135 150 
| i 
4 and 8-16 feet | 18 feet 20 feet 
6 feet 
No. 3-S48: 
S84. 250... sth tod eek ihiuh ay ceed a beastie akse doen aes $64 $75 $78 $82 
Be WE Se Bien cuccacnccuvaceUnuamadenumneniasianimaananion 60 72 75 78 
egy fy Re ee ae ee eT ee 62 74 78 80 





Nore.—Specified lengths, add $3 to RL. For kiln dried 4 x 4's add $10 per thousand feet to 2 x 4’s. 


Screeds: 18 to 70 inches at $64 per thousand feet. 
WFB: bfs 500ROM, 200MTC, steam kiln dried, SPIB grade marked. 


Shortleaf Yellow Pine, list No. 100, f.0.b. cars Alexandria and/or Castor, La. 





| B and | No.1 | No.2 | No.3 
better | C D Com- | Com- | Com- 
mon mon mon 





56 x 4 random length ceiling or car siding...__........-. $135 $130 
54 Plain end linoleum flooring and ceiling 4’ and 6’_...}_...__--- @) 

1 x 4 Plain end flat grain flooring, random length__-__. 165 160 
1 x 4 End matched flooring, nested 2’ to 6’....-----.-.- 110 100 
1 x 6 Drop siding—random length.................-..- 160 155 
1 x 8 Drop siding—random length__.-............-.-.- 165 160 
1 x 6 and 1 x 8” drop siding—4’ and 6’ (patterns Nos. 

SR Oh ee ee ee Sear () 85 
1x 4 and 1 x 6, random length, finish 3__..-... panies 165 160 
1 x 8—random length—finish 3__...................... 170 165 
1x 5 and 1 x 10—random length—finish 3__............ 180 170 
1 x 12—random Jength—finish 3__...........22222-22 2. 205 195 
Se: en see-a, © ME Oo 2s cckbeccuuchabdaseows 180 170 
ie es MSE wade dadakecsadinencoaumbiteesaios 185 175 
54, 94, and §4—12”"_____.. inipignaen tepals st aspen tla reiepuaniaes 205 195 





1C and better. 
2D and better. 
3 Specified length add $3. 


Boards, surfaced 4 sides, center matched and shiplap 


No. lcom- | No. 2 com- No. 3 cam- 





mon mon mon 
ON SRI. ws oink ee nt wnsgmnssaccesnennnentcnes $110 $72 $60 
1x6 random lengths__ ; sie oma talent 115 87 76 
FE I i dcccensnncunceckananschdushibonskbe eal 118 90 80 
1 x 10 random lengths-- - rhe snc Sc eS mr toe aa 125 90 380 
ee ee an heer inct ass pdnétaneenveetdsobasaaias 135 96 82 
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Moulded casing—Packaged sets 
WINDOWS: (1x4): 


ND ih ce Seren nbitet tip ended acinn kids eueeeet tide tae $2.00 

MN sco acc as cccescrencdeh teiceiaaias en caeeepassanasaiohhia tg daestaaeesadblegaiadeasiaas ened ieee a ea 4.00 

INI isc inn cde cs dls daa ck aca odes Daas smelter ea aca g cae cialeaetaa ae eee 1.45 
DOORS: 

IIE heidi wc bhketdiccabincbbednen teckel dk i ei i 4.00 

RN ii oct kts Ba eek actinic Ma pebid eid ebdebedladuiale 2.10 


Moulding and inside casing in each set. 


Dimension, surfaced 4 sides, air-dried and kiin-dried 














No. 1 No. 2 No. 3 
common common common 
| 
SN SI a geciiiricnerhn scrap ackipanians ey adgaonets $98 | $86 | $55 
2x 3 random lengths-__--.----- a | 90 | 84 | 55 
2x 4random lengths__--_--- 95 | 88 65 
2x 4, 4 feet and 6 feet__.___- a | () SD iis setecsieeidtaeaiael 
S Ove StS... 2.2. occa ce. sc iis ages eee | 92 | 86 | 66 
I I nn a a a cs eeith a algebemeiniiainemeameias (t) | RG ee eens 
pe aa eee aa eae | 95 88 | 68 
DS Fe Pe WIIG i. ois 6 lee cette cate iciatinehadceaaitbibdclel 105 | 92 72 
Pi Te Re PI iacticncedecauéwacnancuwenciudsdaseoecas 110 | 98 | 72 


1 No. 2 and better. 


NoTE.—Specified lengths: Add $2 per thousand feet. 18 feet, add $8 to random length prices, 20 feet, add 
$10 to random lengths prices, 22 feet, add $16 to random length prices, 


Pine timbers | No. 1 No, 2 Mouldings 
common common 
<iinitltchceetaeeladeattesties sean nels ionic nccelinaiitcbancasiti 
4x 4, 8 feet to 16 feet $90 $80 | Standard lengths, 8000 series, all patterns, mixed cars. 
4x6,6x6rough only-- 88 80 | Random lengths, list plus 75 percent; 4 feet and 6 feet 
only, list less 25 percent. ; 
6x8,8x8rough dense. 95 85 | Oak thresholds outside and inside $12.50 per 100 


linear feet. 


Prices are subject to change without notice 


Mr. Maxwe tw. I will make mine short and sweet. What I have 
got to say has been said, I think. 

But the part that isn’t attached to my statement contains some 
price lists of lumber dating back in 1952 to 1959, emphasizing the 
fact that we are selling lumber today as cheap, and in some cases 
cheaper, than we sold it in 1952. 

The Wholesale Price Index compiled by the U.S. Labor Depart- 
ment, through the period from 1947 to 1957, shows that of all build- 
ing material, the cost of lumber increased the least. That was 23.2 
percent. Structural steel for that same period was 127.8 percent. 

Lumber is the cheapest thing the consumer can buy, if he wants to 
build a house. Iam just a medium-sized sawmill owner. I have about 
33 employees in my mill. That excludes logging. 

Prior to the increase in the minimum wage, when it was increased 
to $1, I had 40 men. I am handling more lumber more efficiently 
today than I handled it then. I have very few men making $1 an 
hour. We run 40 hours a week. Last week, the average pay check 
of the men on my payroll was $61.25. That is the average pay. 

Senator Ciark. That is for 40 hours of work? 

Mr. Maxwe tu. That isa 40-hour week. 

Senator Ciark. It averages $1.50 an hour. 
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Mr. Maxwewu. That is right. If I raise those few low men that I 
have 25 percent, I have got to go on up that ladder in some way be- 
cause they are looking for it, and they expect to get it. Let’s see 
what else I wanted to say. 

Senator Crark. Maybe that is enough. 

Mr. Maxwe vt. There are three things that it actually boils down 
to. We are unable to raise our prices because of competitive material. 
Our raw material is basically the same price that it has been, and 
most of our operations are operating as efliciently as we can get them, 
and we don’t feel we can stand any increased cost. Thank you very 
much, sir. 

Senator CLiark. Senator Cooper? 

Senator Cooper. I don’t want to make any argument for you, but 
I just want to say that, as I see it, what you have said is that the 
greater part of the labor you employ are now making through piece 
work the hourly minimum wage ? 

Mr. Broom. Right, sir. 

Senator Coorrer. If the exemption is removed, you are arguing 
that it will not increase their wages, but it will only increase your 
cost; is that correct ¢ 

Mr. Broom. It will increase my cost. 

Senator Coorer. I want to ask you one other thing in talking about 
employment. With the small sawmills moving around in an area, 
there is a spread of employment throughout a timber tract. 

If you are to assume that this w ould so increase your cost as to 
make it impossible to operate on those small tracts—that is the argu- 
ment you are making—what effect would it have on employment 
throughout an area w here you have small tracts of timber ? 

Mr. Broom. Sir, I will have to answer it in this way. I employ now 
on an average of 7 to 12 men the year round. Asa general rule, it is 
about 7 to 10 men but we fluctuate just a little bit depending upon the 
market and supplies. 

But if this thing goes in, we can’t get more for our products which 
was proven in the last general wage raise, that we couldn’t get more, 
and, in fact, we are getting less. We are in a position now where we 
will have to go out of business. 

Then the small timber operators who sell to people like me are not 
going to be able to sell it. People who have been cutting for me up 
to 12 years will be out of work. They are going to have to look for 
work. 

I might cite this. We have had three mills in a radius of 10 miles 
of me that went out this year. We had one creosoting plant that went 
out last year. There have been five such men as myself that have 
been producing that went out in the last year. Now those people, I 
can’t absorb them, I can’t use them. 

Senator Coorrr. May I ask you something else that is not in the 

record and that I havn’t heard anybody mention. Take the case of a 
small tract of timber, 100 acres, 200 acres, or whatever it is. 

Mr. Broom. We call that a large one down there. 

Senator Cooper. It depends on how much timber is on it. It is cut 
over or not cut over. 

When the operation is on that tract of timber, when the timber has 
to be hauled onto the side of the railroad track, or wherever it is being 





deli 


gra 
pro 


are 
the 
to 


a 
We 
$1. 
wa 
exc 


de 


tri 
hu 


un 


M 


se 


> 


4h Om wee 





TO AMEND THE FAIR LABOR STANDARDS ACT 387 


delivered, or trucked out, when the timber is cut and sawed, it is 
graded out, you don’t have to haul out anything except what can be 
profitably sold. 

Assume that you couldn’t have these small operations where they 
are required to haul the logs to a large stationary mill. Could they 
then economically over second growth timber haul logs 15 or 20 miles 
to a stationary operation where they have to take the bad with the 

ood ? 
. Mr. Broom. I would say yes, Senator. We are doing that today. 
Weare hauling logs up to 30 and 40 miles. 

But I might add, too, that during 1955 and 1956, we were getting 
$1.50 and $1.65 delivered to that mill. Today, since the minimum 
wage has been increased, since the Federal Government has put the 
excise taxes and extra gasoline taxes and extra rubber tax and extra 
Federal highway use the tax on our trucks, we are getting 50 and 55 
delivered to that same mill. 

So you see what I am trying to point out to you now, what has been 
tried to boost the economy of the country has tended to more or less 
hurt it. That is so in my reasoning. 

Senator Crark. Mr. Broom, do you know what the percentage of 
unemployed is in your area ? 

Mr. Broom. I don’t know what the percentage is, but do know on 
Monday morning the line is to the jail house around the corner. 

Senator CLark. How many miles are you out of New Orleans? 

Mr. Broom. Thirty-two miles, sir. 

Senator Crark. And there is no chance of unemployment in the 
New Orleans area, I am pretty sure. 

Mr. Broom. I can’t answer that. 

Senator CLark. I am quite positive. 

Mr. Broom. I believe it is considered a surplus area. 

Senator Crark. No. Thank you very much, gentlemen. 

Our next witness will be Mr. J. A. Walker, of Camden, Ark., repre- 
senting the Arkansas Wood Producers Association. 


STATEMENT OF J. A. WALKER, REPRESENTING THE ARKANSAS 
WOOD PRODUCERS ASSOCIATION, ACCOMPANIED BY MEDFORD 
RANEY, REPRESENTING THE PULPWOOD PRODUCERS OF 
AMERICA, CAMDEN, ARK. 


Mr. Wacker. Mr. Chairman and committee members, I have with 
me Mr. Raney here. He has a prepared statement along with me that 
he would like to enter for the record. 

Senator Cirark. The statements will be entered in the record at this 
point in the hearings. 

(The statements referred to follow:) 


STATEMENT By J. A. WALKER 


My name is J.A. Walker, and I am owner and operator of a small portable saw- 
mill at Camden, Ark. My mill operations are typical, I think, of most small 
mills which are operating in the Southern States. I am before you to speak in 
opposition to the part of the Senate bill 1046 which would eliminate the 12-man 
exemption for logging crews, and raise the minimum wage from $1 per hour to 
$1.25 per hour. 
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I have men in my employ who are making $1.25 an hour or better. Other mill 
operators have this situation also. If the minimum wage is raised to $1.25 an 
hour, we would be forced to pay men who haven’t the ambition to help them- 
selves, or any incentive to turn out a good day’s work, as much as we do men who 
pitch in and try to do all that they can to better themselves and earn an increase 
in pay. We would have to, in all fairness to the better employees, increase their 
wages, also. 

You don’t have to be a lawyer to know that if the minimum on wages is raised, 
the added cost will have to be passed on down the line to the consumer. At the 
present time, small mill operators like myself are getting less for all grades of 
crossties and some grades of lumber than we did 2 or 3 years ago. Attached to 
this statement is a comparison of the prices of crossties in 1955 with the prices 
of today. 

There are times when the lumber market is off, and we have to stack our lumber 
as long as 6 to 8 months. During this time, if the mill continues in operation, 
we have to pay the men their wages. In this slow period, the small businessman 
like myself is hardly able to make ends meet. 

As for the 12-man exemption—most of the small mills in my area employ 
12 men or less, the number varying with the amount of timber available, the 
lumber and tie market, weather conditions, ete. I try to locate my mill on a 
large tract of timber, if at all possible. When this timber is out, then the mill 
is logged by truck from small scattered tracts that are within a reasonable dis- 
tance from the mill. This places my logging crews several miles from the mill 
and on different tracts of timber. 

I usually use four men at the sawmill. In addition, there is one 3- or 4man 
regular logging crew, and another 3- or 4-man crew who supplements the regular 
logging. At times, this supplemental crew works as a pulpwood production unit 
behind the logging operation, in order that I may meet expenses and still furnish 
employment for the men. Should the 12-man exemption be eliminated from the 
law, I would be forced to employ a timekeeper or foreman for each of these small 
crews. We, as small businessmen, cannot afford to hire this type of supervision. 

We hire handicapped workers when there is work that they are physically 
able to do, and in order to round-out our crew. These men cannot possibly give 
you a full day’s work as you would expect from an able-bodied man. They work 
on a piecework basis, and earn as much as they are physically able to. If the 12- 
man exemption is eliminated, or the minimum wage is raised, we will be forced 
to use able-bodied men in order to try to meet our expenses and have a livelihood 
for ourselves, thus throwing the handicapped men that we can use out of work. 
This we would not like to do, but it would leave us no choice. 

During the winter months, there are times when my operation is at a standstill 
for 2 or 3 weeks at a time, due to wet weather. When the ground is dry enough 
for the men to get logs out to continue operation of the mill, the logging crews 
have to work longer hours in order to keep the mill in operation for an 8-hour 
day. If we are forced to pay overtime for all over 40 hours a week during the 
times that the men are able to work in wet season, we would be forced to shut 
down the operation. If these men are allowed to work longer hours during the 
time that they are able to work in the woods, they would not only be helping 
themselves in making up for loss of time in the wet season, but would be able to 
have enough logs banked to keep the mill in operation. Some sawmill operators 
have their logging crews doing piecework. During the wet season, these men 
want to work longer in order to earn more while they can, but if the 12-man ex- 
emption is eliminated, we would have to pay overtime for all over 40 hours, which 
the small mill operators cannot do. 

Gentlemen, the increasing of the minimum wage at this time, the elimination 
of the 12-man exemption, and the seasonal exemption, would force many small 
businessmen, sawmill operators, logging contractors, and other forestry operations 
out of business, and add to the increasing unemployment in our area. 

There is included with this statement a series of pictures that may help you to 
better understand the problems of a small mill and logging operation, common 
to most small mills in my section of the county. 

I urge you to give the retention of the 12-man exemption your support, as well 
as maintaining the present wage minimum of $1 per hour. Thank you. 
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Conrparison of railroad tie prices 
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STATEMENT BY MEDFORD RANEY 


My name is Medford Raney of Fordyce, Ark. I have requested this time to 
appear before you in behalf of the Pulpwood Producers of Arkansas. 

I am a small businessman, gainfully employed in the production of pulpwood. 
I feel that I represent both the desires and objections of hundreds of small busi- 
ness people now engaged in the production of pulpwood. 

I have come before you in opposition to that part of Senate bill 1046 which 
will abolish the 12-man exemption law, and raise the minimum wage from $1 per 
hour to $1.25 per hour, and am in hopes that I may be able to convey to you 
some of the adverse effects that part of Senate bill 1046 would have on the small 
producers in this area, and also some of the benefits we have received by the 
existence of the 12-man exemption law. 

First, one of the benefits Arkansas has received by the existence of this exemp- 
tion could be described in this manner: 

Only a few years ago, little or no consideration was given to the future of our 
timber supply in this particular location. Our timber was being harvested on a 
clear-cut basis which included all merchantable timber. These cutting practices 
would have rapidly exhausted our timber supply. 

As wood products are our major source of income, we have gone through a 
period or readjustment, and have made great achievement in the field of forestry. 

We have instituted forestry programs of selective cutting to the extent that it 
affords ample supply of forest products to the oncoming generations. [Photo- 
graph No. 1—An exceptionally good stand of pulp and pole size timber being 
selectively cut for pulpwood.] 

Also, under the existence of the Fair Labor Standards Act, farmers and 
small landowners are able to reap benefits from their timber. The farmer, small 
producers and other part-time operators are able to produce wood from these 
small tracts of privately ownéd lands without the added expense of keeping 
costly records and employing timekeepers and foremen to keep accurate time 
records, thus giving the farmer and small landowner great encouragement to 
follow planned forestry programs of selectively cutting their timber, and also 
planting seedlings on their unused portions of land. This is beneficial to this 
country, as a large percent of wood products is supplied by these men. Seventy- 
four percent of the timberland in the Southwestern States is owned by the small 
private landowner. 

I would like to use my job as an example of benefits under the 12-man exemption 
law. My job is considered one of the medium-sized operations in this area of 
Arkansas. I have two caterpillars, two trucks, two powersaws, and a crew of 
10 men. My timber supply comes from one of the larger landowners, known as 
Fordyce Lumber Co. All of their cutting is done on a selective cutting basis. 
First, the forestry department goes into the area to be harvested and marks the 
trees to be cut for logs. This timber is then cut by small independent operators, 
and delivered to the mill or to the concentration yard, at a preset contract price 
per 1,000 feet of log scale. Then the forestry department returns to this area 
again, and this time marks the broken topped, crooked trees, and trees to be 
thinned in the denser stands of pulpwood size trees, which is usually from 6 to 10 
inches in diameter. Then comes my turn. My contract requires the salvaging 
of the treetops left from the log trees, and also the cutting and removal of small 
trees marked for pulpwood, which provides the approximate amount of 1 cord 
per acre, or less in some cases. This means a very small amount of timber to be 
taken from a large number of acres to provide me with each day’s production of 
wood. These cutting practices prevent the concentration of large crews of men in 
any given area, thus casuing my employees to be scattered over a large area of 
land ; at times, 2 or 3 men on each designated 40 acres of land. Many times my 
crew of 10 men is scattered over an area of as much as 2 or 3 miles. 
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The production of this wood is made possible by the 12-man exemption law. 
This law allows the small independent businessman to work without a foreman 
or timekeeper with each small group. Working in this manner affords me the 
time to go from one group to another, and supervise the manner in which the 
work is done, instead of spending all my time trying to keep excessive records 
and daily reports. 

SOME OF THE ADVERSE EFFECTS 


If the 12-man exemption law was abolished, it would mean that the greater 
part of these methods of production would have to be discontinued. I, along 
with hundreds of small operators such as myself, would be forced out of business 
because we could not concentrate our crew in any one given area. I would 
be forced to employ one or more timekeepers and additional help to supervise 
this production of wood, and to keep costly records, which a working employer 
is not qualified to do. 

Also, the farmer and part-time producer from which comes a great portion 
of wood supplied to the pulpwood dealers, would be forced to let their timber 
remain standing because without the 12-man exemption law, they would be 
unable to harvest their timber in compliance with the law, thereby depriving 
them of the much-needed right to harvest their timber at their convenience, 
to supplement their income as farmers or part-time producers of wood. Too, 
this would greatly hinder the regular supply of wood so necessary to the dealers 
and to the mills. 

MINIMUM WAGE INCREASE 


Gentlemen, I would at this point like to view some of the adverse effects of 
a minimum wage raise. As the law now stands, we are able to set our pay 
rate to each employee according to his ability to perform his daily required 
duties. Much of the labor force available to us in this location consists of older 
men, and handicapped men who find it impossible to find employment in factories, 
mills and other types of employment where a daily routine of work is demanded. 
| Photograph No. 2—Arthur Daniels, age between 70 and 80 years. ] 

I have on my job two aged men. [Photograph No. 3—Arthur Jimmerson.] 
One of these men is between 70 and 80 years of age, and the other is between 
60 and 70. The duties of these two men are as shown in the picture. They 
merely measure the length of wood to be cut. At the present rate of $1 per 
hour, which I am now paying these two men, I am able to give them employment. 

It is very true that these two men in particular, along with hundreds of 
others in this type of work, would be unable to perform with maximum efficiency 
in any type of woods work. [Photograph No. 4—Arthur Daniels, resting.] 

If the minimum wage should be increased 25 percent, it would certainly make 
it impossible for me, and the others like me, to employ these men. This would 
automatically throw them on the mercy of the welfare department. 

The other members of my crew consist of younger and more able-bodied men. 
These men are able to perform with maximum efficiency. Therefore, they receive 
pay on a per-cord basis, which allows them to earn wages according to their 
abilities. The powersaw operators, as shown in pictures Nos. 5 and 6, perform 
duties of felling, limbing, and bucking the timber. These men are able to 
perform duties that far exceed that of the older and handicapped ; therefore, they 
earn an average wage of about $1.50 per hour. This gives them the incentive 
to use their physical ability and added skill in the performance of each day’s 
work. The men who perform the task of loading, as shown in the picture No. 7, 
receive pay rates on a per-cord or piecework basis. Thus, they are allowed to 
earn wages according to their skill and ability. Their duties are to take the 
caterpillars and pull the pallets through the wooded areas, and to pick up the 
wood in the manner shown in picture No. 8. Such duties require men of skill 
and physical strength, and therefore, they are worthy of a higher rate of pay 
than the man who is only able to measure the wood lengths. These men would 
certainly not be willing to work at the same rate of pay as that of the common 
labor class. 

If the minimum wage should be raised to $1.25 per hour, this skilled man would 
be just as worthy of a raise, percentagewise, as would the lower class of labor, 
and would seek other employment unless he was recognized in a like manner. 
This would create for the small businessman two major problems. 

1. There would certainly be a shortage of skilled laborers, and many of the 
older and handicapped men would be on the unemployment rolls. 
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2. It would be impossible for the small businessman to withstand this 25 per- 
cent wage increase, due to the fact that we now operate on a bare minimum of 
profit. As you well know, no business can be operated without showing at least 
a small margin of profit. Therefore, the added round of wage increase to all 
our employees, along with the additional timekeepers and supervisory help, we 
would be forced to employ if the 12-man exemption law is abolished, would com- 
pletely wipe out our small margin of profit. This would force many of the small 
businessmen, such as myself, out of business. We do not believe that a raise in 
wood prices would be a solution to this problem. During the last few years, we 
have had a few increases in the price of wood. Each time we received an in- 
crease, the cost of our equipment, such as powersaws, trucks, and maintenance, 
ate up the increase. 

Shown in pictures Nos. 9 and 10 are two trucks used to move my production 
from the woods. 

As an independent small businessman, I urge that amendments be injected into 
the proposed bill, S. 1046, to provide for the continuation of the 12-man exemption, 
and the retention of the $1 per hour minimum wage. 

Thank you. 

Mr. Waker. I am J. A. Walker, from Camden, Ark. I own and 
operate a small sawmill which is commonly known as a groundhog 
mill. Mr. Raney here is a pulpwood producer from Fordyce, Ark. 

There were some statements made at the first part of the hearings by 
one of the witnesses, Mr. Hartung. He was supposed to be from 
Arkansas and he stated that the biggest percentage of stumping was 
done by big companies. I buy 90 percent of my stumping from small 
operators, small landowners. 

And he also quoted prices of powersaws at around $500, and I have 
never paid over $350 for one. I don’t know what his purpose was of 
quoting excessive prices on equipment. 

He was as far wrong on powersaw chains as he was on the price of 
powersaws. He quoted $12 and they cost around $20. So I don’t 
know where they got their figures, but they are absolutely not right in 
my vicinity. 

In my statement I have sOme comparative figures of crossties in 1955 
and 1959 that are there with the pictures, and I would like you to 
compare them. Since we don’t have too much time, I won’t try to read 
my statement, but I would like to have both of them in the record, and 
if there are any questions we can both answer, why we will be glad to. 

Senator Ciark. The statements are already in the record. Let me 

explain to you—it may not have been entirely clear to you—I am here 
pinch hitting because various other Senators were unable to be here. 
I am not a member of the subcommittee. 
_ While I am very much interested in this legislation and will pass on 
it when it comes to the full committee, Senator Cooper is not on the 
subcommittee either, we just did not want you gentlemen to be under 
the illusion that you were talking to the gentlemen who had the pri- 
mary responsibility here. We are happy to get your statements in the 
record. 

Senator Cooper. We are on the full committee though. 

Senator Ciarx. We are on the committee and we are happy to hear 
you. If you have anything more to say, we will be glad to hear you, 
ut if not, thank you very much. We are pleased to have had you 

with us. 

Mr. Watxer. Thank you. 

Senator Crark. The next witness is Mr. Harvey R. Brown, execu- 
tive director of the Georgia Forestry Association, Inc. 
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STATEMENT OF HARVEY R. BROWN, EXECUTIVE DIRECTOR, 
GEORGIA FORESTRY ASSOCIATION, INC.; ACCOMPANIED BY 
JAMES A. WILLIAMSON, DARIEN, GA., JEFF T. STRAHAN, PORT 
WENTWORTH, GA., AND PAUL L. HARWELL, CLAXTON, GA. 


Mr. Brown. I have three other gentlemen with me whom I would 
like to have up here. 

Senator CLark. I would like to say for the record our good friend, 
Senator Talmadge, is very sorry he could not be here to introduce you, 
but he had another engagement that makes it impossible for him to be 
here and asks that his good wishes be conveyed to all of you. 

Mr. Brown. We are very proud of our junior Senator as well as our 
senior Senator. Our junior Senator is a little more of a forester. 

I havea printed statement. 


Senator Ciark. That will be introduced in the record. 
Mr. Brown. I have three statements from these gentlemen. 


Senator CLarKk. They will also appear in the record at this part of 
the hearing. 


(The statements referred to follow :) 


STATEMENT OF HARVEY R. Brown, EXEcurTIvVE DIRECTOR, GEORGIA FORESTRY 
ASSOCIATION, INC. 


Thank you for the opportunity of appearing in behalf of the small independent 
forestry operators of Georgia. For over a half century the Georgia Forestry 
Association has been actively engaged in promoting the betterment of forestry 
in our State. It has been a rough road, but one of progress and great economic 
importance to our State. 

We, in Georgia, under the provisions of this proposed bill, S. 1046, will again 
be fighting for survival in our small independent forestry operations. Our 
Georgia history has been one of fighting for survival. We have been through 
war, fire, pestilence, and practically every other conceivable natural and man- 
made hindrance to progress over the past century. But each time the rugged 
determination of a people of the soil has enabled us to climb back after a long 
and arduous fight. 

A State founded and built on agrarian principles of an individual being 
independent and possessing the right to pursue his own way of life in harmony 
and peace has gone through an industrial revolution in the last 30 years. This 
has brought many problems as well as great economic progress to our State. 
From the cotton hoe to machines of industry, from mule and ax to truck and 
powersaw is a great step. 

Forestry in our State has changed much since the virgin forests were home 
to the Indians. The cut-out and move-off tactics of early lumber operations has 
given way to an annual crop production from our forestland that leads the 
Nation, just as we have been getting annual harvests from row-crop agriculture 
in the past. 

Today we have thousand of people dependent upon forestry for a living. If 
the producer of raw materials in the woods falls short, the worker in the mill 
and factory become idle. If expanding markets cease and demand of wood 
products, paper and cellulose fall off, the man in the woods becomes idle. We 
are dependent on each other. 

Our forestry operations in Georgia and the South are vastly different from 
other sections of the country. You who are acquainted with large forestry camp 
operations of the West cannot conceive the small portable operations of our 
region, and realize how dependent we are on our many independent logging 
operations in lumber, pulpwood, and other wood products. Our whole raw 
material supply is dependent upon thousands of small forest holdings. Small 
portable operations and independent contractors make up the raw material pro- 
duction units. You cannot imagine the impact that passage of Senate bill 1046 
will have on our independent forestry operators of Georgia and the South. 


Passage of this legislation will mean tremendous hardships and eliminate many 
of these small operators. 
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Our small independent contractors have no facilities to keep the many con- 
fusing records that will be required of them. They cannot afford to hire the 
accountants and bookkeepers necessary for all the records required of larger 
operations. These small independent operators work with a small outlay of 
capital, and cannot meet the demands you suggest in S. 1046, changing the 
present small forestry exemption. You will be depriving them of their right to 
work and earn a living unencumbered by government edict and control. When 
government tells an individual what he can do, when he can do it, how he can 
do it, and how much he shall get for doing it, it becomes the rankest form of 
socialism. That is what you will be doing to the small independent forest oper- 
ators of this Nation under S. 1046. 

We believe that our system of piecework production in the woods of the South, 
of so much per thousand board feet of sawlogs and per cord of pulpwood affords 
a man of honest intent to make more than the present minimum wage. He has 
an incentive to produce. A man making less than the minimum wage now in 
the woods cannot be legislated into a good worker by requiring his employer by 
law to pay him a minimum of $1, or the proposed $1.25 minimum wage. His 
personal requirements and initiative just will not elevate him above his desires 
for anything more than the bare necessities. While, on the other hand, a man 
of initiative can do well if uninhibited by laws that restrict and demand un- 
necessarily. You cannot legislate good workers. You cannot plan time clock, 
8-hour-day operations in the woods. Factory type regimented workdays have 
no place in our southern woods, and can contribute nothing except the elimina- 
tion of the small independent forestry operation from our forest scene. We 
conservatively estimate that well over 15,000 independent free-enterprise workers 
in Georgia will be dealt a serious blow, and become victims if this legislation is 
passed. They will fall by the way, and our forestry operations will of necessity 
have to become highly mechanized and costly operations. The small independent 
operator will be a victim of Government redtape and reports. 

Our changing economy, from row cropping to industry and forestry, has been 
a big step of progress, for many of our forestry woods workers were former 
agricultural workers working on shares, but who are now independent business- 
men. The transition has produced a new industrial revolution for prospertiy in 
the South, and by this one legislative act, you will virtually destroy 30 prosperous 
years of progress. 

Our Georgia naval stores production, once the world’s greatest, has begun to 
decline because of changing markets, high production costs, and competitive 
demands for the same basic raw forestry product, the tree. 

Our lumber production in Georgia, once the pride of the State, has declined 
due to competitive markets, inequitable freight rates, the rapidly rising cost of 
production, small margin of profit, and the competitive demands for the same 
trees. Once there were thousands of sawmills in Georgia, meeting the need of 
national defense in the time of emergency. Now this has dwindled down to 
just a few hundred. Increased minimum wage, raising the cost of operations 
has been a contributing factor to this decline. Costly machine installations, 
competition of other building materials, lack of large sawtimber trees, competi- 
tion from other areas, high labor costs, increased taxation, all have taken a 
heavy toll from our lumber industry. Further increases of labor costs and 
production cost will close down more lumber mills. 

The pulpwood industry has been the salvation of forest economy in our State. 
The construction of 10 pulp and paper mills has fostered an economic growth sec- 
ond to none in the country. This has produced thousands of jobs in the factory, 
thousands of jobs in the woods, and millions of dollars into the trade channels of 
our State. You would choke off the life blood of our forest enterprise, the small 
producers, by legislating an unworkable, detrimental law to remove the forestry 
exemption from the present wage and hour law. The passage of S. 1046 in its 
present form cannot produce anything but chaotic confusion and ruin in our 
southern forestry operations. We urgently and respectfully request that the 
present 12-man forestry exemption be left as it now stands, untampered with, 
and that the minimum wage remain at $1 per hour. Any change will produce 
nothing but trouble for our southern forestry. A change in the minimum wage 
will produce only another inflationary trend. Why more take-home money when 
you are only fooling yourself into a false, inflated economy, and have to pay 
out more for the goods and services you require for livelihood. There will be 
no end to the inflationary spiral. 
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We appreciate the opportunity of being heard on behalf of our independent 
forestry operators. We wish to thank the committee for its time and interest 
in our problem, and ask that no change be made in the present minimum wage and 
12-man forestry and logging exemption. 


STATEMENT OF JAMES A. WILLIAMSON 


Mr. Chairman and gentlemen of this committee, I am James A. Williamson of 
Darien, McIntosh County, Ga., and I am testifying before you on behalf of the 
men who cut and ship pulpwood, of which I am one. 

The 12-man exemption as now contained in the Fair Labor Standards Act is a 
practical necessity for those of us now engaged in this industry. The men 
known as pulpwood producers are small independent businessmen employing 
12 men or less. The producer owns one or sometimes two trucks and usually 
drives the truck himself and works along with his men doing hard manual labor. 
By his own hard work and diligence, the producer is able to make a fair living 
for himself and his employees, get his equipment paid for, and enjoy a high 
degree of freedom as an independent businessman. However, the margin of 
profit is too small to allow him to hire a full-time office worker to keep the 
records of his operation because of the already high production costs or to take 
time from his field work to attend to it himself. Many even lack the education 
to do it if they had time. To eliminate the 12-man exemption and put this type 
employer under the act would be to unnecessarily increase the burden of paper- 
work which he now carries, and increase the cost of pulpwood production be- 
yond the point where he or his men could make a living. 

Under the existing law, farmers and pulpwood producers employing 12 men or 
less may plant, grow, and harvest trees without being required to comply with 
the restrictive legislation of the Fair Labor Standards Act. In the exercise 
of this right, they are encouraging good conservation practices in the planting 
and growth of trees, which will ultimately furnish a sustained income to owners 
of timberlands, and furnish the individual pulpwood producer tracts of timber 
upon which they may operate. The repeal of the so-called 12-man exemption 
would destroy this income of timber owners. The wealth of the State of 
Georgia and my county is being restored by the encouraged planting and 
growth and wise harvesting of timber. To fix it where such planting would 
be discouraged by requiring the payment of increased labor costs, compliance 
with the overtime provisions and the recordkeeping requirements of the Fair 
Labor Standards Act, would deprive the South and Georgia of one of its greatest 
assets; namely the ability and opportunity to reforest its wornout cropland. 

If this committee really wants to help the little man, the 12-man forestry 
and logging should not be repealed. If it is repealed, Congress would be forcing 
out of business the small independent businessman of our State and making it 
necessary that pulpwood be produced by large costly mechanized operations, 
which will put the small independent producer out of business because of ex- 
cessive operating costs. As a result, the little operator would be out of business 
and on the unemployment rolls for he would no longer have his proper place in 
the economy of our State. 

Vitally important to the industry is the obtaining of a better definition of 
the term “employee” as now contained in the present Wage and Hour Act. By 
amendment, this definition should be made to conform to the definition of em- 
ployee as used in the National Labor Relations Act, and the Social Security Act. 
Under the Fair Labor Standards Act as now written, it is impossible for one to 
know, with any degree of certainty, who is his employee. 

I hope that this committee will permit the small independent forest operation to 
continue in business. If you force the increased minimum wage on us and elimi- 
nate the 12-man forestry exemption we will be out of business. 

Thank you for the opportunity of being heard. 


STATEMENT OF JEFF T. STRAHAN, Port WENTWORTH, CHATHAM County, GA. 


I am Jeff T. Strahan of Port Wentworth, Chatham County, Ga. I am a pulp- 
wood dealer and also an individual timberland owner. I employ five persons in 
my business. 
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Independent operators produce my wood supply employing their own labor and 
using their own equipment. They purchase their raw materials from small in- 
dividual timberland owners. These timberland owners are mostly farmers who 
supplement their farm income by making their small timber tracts produce a 
crop along with their cotton, tobacco, and other raw crops. If an adverse raw 
crop year occurs, as it often does in our State, farmers are dependent upon their 
income from the timberland to meet their obligations. 

I would like to point out that I have one large producer who is now under the 
present wage and hour law and who finds it most difficult to operate. His present 
man-hour production under mandatory wage without the incentive of piecework 
reduces his profits to the point that he is making less than the small individual 
producer whose labor is able to work under the incentive of piecework production. 
This labor by incentive of piecework and higher production make considerably 
more than the labor of the larger producer under the wage and hour coverage. 

Under the piecework incentive operation of the present 12-man forestry and 
logging exemption a producer’s labor will make 30 to 50 percent more production 
per man-hour. Consequently, he will have more take-home pay because of the 
personal monetary reward for being a good worker. If pulpwood production 
is removed from the present 12-man exemption, the production costs rise sharply 
and the small independent pulpwood producer will be forced out of business. 

Present woods operations would, of necessity, have to become highly mecha- 
nized and costly operations. There would be no place for the present small 
individual producer or his labor force. The present type of woods operations 
has provided jobs for many former agricultural workers who would be unem- 
ployed because of the changed conditions of our raw crop agriculture in our 
State. Cotton, the chief cash crop of decades in Georgia, has become secondary 
to timber product harvesting. Forestry operations in our State have been the 
salvation of our economic existence. 

We hope that you will permit us to continue in business as small independent 
operators. We ask that you do not change the 12-man exemption or the minimum 
wage. 





STATEMENT OF PAUL L. HARWELL, CLAxTON, EVANS County, GA. 


Gentlemen, the decisions you have to make are so vital and of such great 
importance affecting the means of livelihood of thousands of small operators 
in the pulpwood and logging operations that more time should be taken to get 
the facts. In fact, to get the true picture, hearings should be made in the field 
to get the true facts and a clear understanding of why the repeal of the 12-man 
forestry exemption clause would put thousands of small honest businessmen 
out of business and take the bread out of their mouths. 

The fact is woods work is the only means by which they can earn their 
livelihood. That is all they know and there are no other jobs available. 

There are three main facts I would like to bring out in regard to the 12-man 
exemption clause, the elimination of which would be distastrous to small oper- 
ators like myself. 

First, you cannot run work in the woods by the clock as you can in a factory. 
You have the element of weather to contend with which is a major problem in 
getting logs and pulpwood out of the woods. Then you have your laborer 
that usually takes a holiday on Monday and then works hard Tuesday through 
Friday noon on an incentive basis to make up for lost time when he should have 
been at work anyway. 

Second, the pattern of land ownership in my section of the South is one of small 
landowners. They depend on the small operator to thin their timber and take 
care of the young timber whereas a large contractor could not operate on small 
landowner tracts of timber. If you put the small operator out of business, you 
are taking away the landowner’s rights in selling his timber to a small operator 
that can do the job according to good forestry cutting practices. 

Third, Can it be enforced? It certainly cannot. It would take nearly one 
Government man full time to check on each small operator and the cost would 
be tremendous. Without a huge force of enforcement people in the field, you can 
hever get compliance with the law. 

The result, therefore, would be to force the small honest operator out of busi- 
ness and to create thousands of illegal operators. 

Gentlemen, let me put it to you this way, and bluntly. You are not going to 
take the bread and meat out of their mouths, by regulation. He is going to get 
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that wood out the way he knows how and at the time when the weather or his 
laborer permits. Some of the labor is seasonal. They work on the farm a day or 
two in the week and then in the woods 2 or 3 days. By a combination of the two, 
they are able to make a living; otherwise, they would not be able to do so. 

We urgently request the continuation of the 12-man forestry and logging 
exemption in order for us to be able to make our living. 

Mr. Brown. On my right is Mr. J. T. Strahan, on my immediate 
right is Mr. Paul Harwell from Claxton, Ga., and on my left is Mr. 
James Williamson. 

Senator CLark. Gentlemen, we are happy to have you here with us. 
Just proceed in your own way, Mr. Brown. 

Mr. Brown. May I say I appreciate you and Senator Cooper for 
staying with us during a long and arduous afternoon. We appreciate 
your generosity. 

We are concerned, and we want to digress from our statements, and 
particularly so by the remarks of the two gentlemen who opened this 
discussion this afternoon, the two gentlemen on the side of the labor 
unions. It is my understanding, and I might be wrong, and if I am I 
would like to be corrected, that both Mr. Hartung and Mr. Davis are 
from the Northwest. 

Senator Ciark. I think you are right about Mr. Davis. The clerk 
of the committee tells me you are right about Mr. Hartung also. 

Mr. Brown. The reason I mention that is that in Mr. Hartung’s 
printed statement, which we just got at this hearing, there are certain 
remarks made in an expert way concerning the South. Those we take 
great odds with. 

There is only one statement that we agree with him in toto on. 
That is: 


The major geographical part of the country that would be affected by both 
revisions of the law we seek is the South. 


The only thing is he did not go far enough and give the adverse 
reaction, the adverse conditions that would be raised by the elimina- 
tion of the 12-man forestry exemption. 

We are primarily an area of independents, and I think we can speak 
for Georgia. Georgia is I think very southern, the keystone of the 
South. We have our problems but we are independent. We are in- 
dependent businessmen in the field of forestry operations. 

We have thousands of independent workers who would be handi- 
capped by the removal of the 12-man exemption. We have many 
down there, the majority of them making more than the present min- 


imum wage. We take issue on several statements that he has made 
in his presentation. 


He makes the statement : 
Organizing a union in the South is not as simple as it sounds. 


That is correct. The labor union has nothing to offer our inde- 
pendent operators in the South, and they know it. We can well do 
as we are without having to pay tribute for the right to work. They 


can offer our people nothing better than what they have at the 
moment. 


He said: 


We believe the facts in the matter are otherwise. We believe firmly that the 
only reason for opposition of operators, small and large, in logging and sawmills 
against increasing the salutary benefits of the act is one of money. 
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I believe Mr. Strahan can give you a very striking illustration on 
that in a moment on that point. 

He says that the control of the pulpwood operations in the hands, 
as he intimates, of the companies, the lack of competition which he 
so states there; competition is very high in the pulpwood industry in 
our State. 

We have 10 pulp mills: We have thousands of independent oper- 
ators operating on their own. The competition for pulpwood to 
purchase is very competitive in our area. It is not as he intimated 
a fixed closed door industry operated and controlled situation. 

The guarantee, as he states: 

These men guarantee certain amounts of pulpwood for the pulpmill. 

There is no guarantee of anything. Our pulpwood producers get 
an order just as a grocery wholesaler gets an order to produce so 
many cases of beans and potatoes and whatnot. Our pulpwood op- 
erations are the same way. 

They get an order. They get an order for wood, and it is a very 
competitive business in our area, and we are proud of the competition 
and the clean and wholesome competition that we have in our forestry 
operations in Georgia. 

It was just 30 years ago that we were a poor starving boll weevil 
ridden row crop operation. Today we have gone to the top of the list 
in the Nation as a forestry State, and here we have certain influences 
that want to come in and degrade and split and break down the things 
that we have accomplished in the last 30 years in the forestry industry 
of our State. The record stands. 

If we had time this afternoon we could give the record to you com- 
plete, but we appreciate the fact that you do not have the time. 

The independent operator in the South, our State in particular, 
might be called experts, if-on their home grounds, if this hearing 
were held in the State of Georgia, we could fill this entire Senate 
Office Building with independent operators who could give you their 
story in detail. 

These men with me today have come at a sacrifice of time and effort 
to be here to represent those people, our independent operators. There 
is no industry that paid these men’s way to this hearing. They have 
come because they were interested. Each one of these men is an 
independent operator. 


Jobs for older and handicapped workers. 


Now that has been taken care of by some of the other sections of the 
country. We are proud of the fact that our people in the South, 
regardless of age, color, or condition will work for what they want. 
If they want just the bare minimum of necessities, that is what they 
work for. But we are proud of the fact that our income is raised, 
and that the people of our State are working for the betterment of 
themselves. 

Just a few years ago these small shacks in our rural row crop area 
had no automobiles, they had no televisions. You can ride through 
the State today. There is a new automobile, a shiny one, not a black 
one, not a model T Ford, but a brand new shiny colored automobile, 
and a television aerial on 9 out of every 10 houses down there, and 
they don’t get it by sitting down doing nothing. 
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Something was mentioned in his—Mr Hartung’s—statement about 
making money. Is it a crime to make money! Not if you do it 
honestly and by the sweat of your brow, and we have gotten men in 
Georgia out there in the fields cutting wood. It is hard work cutting 
wood, and they are out there making an honest living. 

And then as to the wages in the South, we have come a long way 
from the sharecropper, from the day when a man had to chop cotton 
and tobacco to make a living. Today that man is an independent 
operator. 

He owns a truck. He owns a powersaw, not as the two gentlemen 
here previously mentioned with the high cost exaggerated prices of 
equipment. They were misleading. The facts can be had as to the 
true cost of the equipment and the true conditions of our situation. 

And particularly what upsets me most in Mr. Hartung’s statement 
is: He intimates: 

Theoretically the buyer culls the wood for crookedness in size, and as much as 


10 percent of the load in effect is disallowed. Curiously enough the wood which 
is taken off— 


and I emphasize the words “taken off’— 
disappears just about the same time that the freight cars are pulled away. 


That intimation to me is that yt man buying the wood is stealing 
from that contractor. Gentlemen, I don’t think they have the right 
to make that statement, which I intimate and which I construe to mean 
thievery. It seems to me there was something about. thievery going 
on in other places according to the newspapers. 

Senator CLarK. Does that complete your statement, Mr. Brown? 

Mr. Brown. Yes, sir, and at this time I would like, if you will, to 
let one or two of these other gentlemen make some remarks. 

Senator CLark. Senator Cooper, do you have any questions? 

Senator Coorrr. I don’t know whether I should address this to him. 
Perhaps it is in the record. I have been here a short time this after- 
noon and I have heard the statements of independent operators, 
lumber operators, pulpwood operators. I heard the statement of Mr. 
Hartung and others who asked that this exemption be removed. 

Is there any testimony in the record or can you speak of your own 
knowledge as to whether or not there is any movement upon the part 
of the sawmill operator, the man who works at the sawmill, the logger, 
the man who logs the wood, the farmer who has a wood lot and who 
sells his logs and timber to a sawmill, is there an effort upon their 
part to have this exemption removed ¢ 

Mr. Brown. No, sir. To my knowledge there is not. a movement 
in the State of Georgia to have the 12-man exemption removed from 
the present wage and hour. We can produce I believe records, and 
innumerable witnesses, to testify that the removal of the 12-man 
exemption will set bac the operations of forestry in Georgia the 30 
years in which we have made progress. 

Senator Coorer. I am speaking now of the man who is working. 

Mr. Brown. The man that is working. All right, now you have 
made reference this afternoon several times mostly to lumber. 

Our forestry operation of Georgia, Georgia being the barges pulp- 
wood producer, our major forest product ‘today, the No. 1, is pulp- 
wood, because of the fast growing type of timber and the rapid rate 
at which we can move in and cut it. 
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Senator Coorrr. Do you know of any drive or effort on the part of 
the men who work with the wood or in sawmills asking that this ex- 
emption be removed ? 

Mr. Brown. No, sir, I have no personal knowledge and through our 
contacts we have no knowledge of any effort to have the exemption re- 
moved within the area of our State. 

Senator Crark. Thank you very much, Mr. Brown. Now do you 
gentlemen have anything you care to add ¢ 

Mr. Srranan. Mr. Chairman and Senators, I am J. T. Strahan of 
Port Wentworth, Chatham County, Ga. I am what is known as a 
pulpwood dealer. 

I believe Mr. Hartung referred to them as agents. I have one op- 
erator that I purchased wood from who works under the 12-man ex- 
emption. He has over 12 men in his employ. His main concern is 
keeping labor paying $1 an hour. 

They will leave him and go to a small operator that works on piece- 
work because they can make more money working with a man who is 
working under the exemption because they work piece-time work. 
The average Southern field man will produce 20 to 35 percent more per 
day working piecework than he will working per hour. 

So therefore when you pay him on a piece-time basis he makes 25 
to 30 percent more wage to take home to his family. 

Now some of the remarks that Mr. Hartung made, I don’t know 
where he got his information, but it is no true fact of a pulpwood op- 
eration in lower South Carolina and Georgia. In fact, there are very 
few things in it that are true. 

As has been elaborated on by some of the others, he is the most mis- 
informed man that I ever heard make a statement. 

Thank you, sir. 

Mr. [farwe.i. Senators, I have 12 independent pulpwood producers 
that I buy wood from. I know something of the conditions in the 
woods, and I want to bring up one or two things that Mr. Hartung 
said. 

One is that he pays a culler about $1 a unit. I know for a fact that 
on an average he pays piecework about $4 a unit to get the wood cut 
and loaded on a truck. He said you can’t cut over two units a day. 

He says the going rate averages about $1.05. The average pulpwood 
workers makes from $1 to $1.50. Generally they average $1.25 an 
hour. 

They don’t come to work, most of them, on Monday because they 
are not quite fit to work on Monday. They are kind of getting them- 
selves in shape from a hard weekend. On Tuesday they settle down 
to work, and naturally missing out on Monday they are going to 
have to put out a little more effort, so they work hard Tuesday, 
Wednesday and Thursday up to about the middle of Friday when 
they want to knock off early. They do that on an incentive basis, 
Senator, on piecework. 

If they were put on an hourly basis, if you knock out the 12-man 
exemption clause, why we could not get the right amount of work 
out of each worker. 

Mr. Brown. Mr. Williamson has a few remarks. 

Mr. Wiiuramson. Mr. C hairman, I am Jimmy Williamson of 
Darien, Ga., and I have been in the timber business all my life. T am 
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now a pulpwood dealer, and I would just like to say that Mr. Hartung, 
I will say I imagine Mr. Hartung honestly gave his belief in his 
statement, but he was the most misinformed person I have ever seen. 

I would like to say I think he mentioned that there wasn’t any com- 
petition, giving some impression that we kind of had it sewed up down 
there. 

Well, I am a dealer. Those two gentlemen over there, Paul Harwell 
there isa dealer. We ship to the same company. I ship to more than 
one company. But he and I ship to the same company, and from the 
standpoint of competition, although we deal with the same company, 
I would say he gives me as much ‘competition as anybody. 

And Jeff Strahan over there is my personal friend, but Senator 
Clark, if you had a tract of timber to sell down there around Savannah 
and Richmond Hill and Darien, Ga., you will see the three of us 
down there, and we will be bidding on your timber, and the one that 
pays the highest price will be the man who gets it, and that is abso- 
lutely in contradiction to what. Mr. Hartung said. 

He made a very exaggerated statement. He said he represents the 
lumbermen. I believe that was his statement, that he represented 
them, in the union, and he went on to say that in 40 years he had only 
seen five handicapped men in his 40 years time. 

Well, if he would have made one little swing through the South 
during those 40 years, he would have soon found that any sawmill, 
I won't say any sawmill, a greater number of sawmills, who they have 
testified today went out of business, you would have seen a handi- 
capped man as night watchman at that sawmill. 

I know I haven't been in any 40 years, I am 39 years old, but I 
know I have seen many, many handicapped men in the industry. So 
I say it is just an exaggerated statement that he made. 

I think we have a measurer that doesn’t do anything but go out and 
measure off a length of pulpwood 5 foot 3 inches in length, that is the 
standard length of pulpwood—and an old man who is not able to run 
one of the powersaws, but he can take an axe and limp. 

Senator Crark. Do you have any unemployment to speak of in 
your district ? 


Mr. Witx1amson. We have some of those lines that they speak 
of, sir. 


Senator Crark. You know the way the unemployment is classified 
by the Department of Labor. 

Mr. Wituiamson. I can’t give you any figures on that, sir. 

Senator Crark. But you are not crying about a lot of people out of 
work, are you, down your way? None of you gentlemen are, are you? 
It is my understanding that Georgia has not been hit very badly, 
except perhaps in one or -two industrial areas. 

Mr. Brown. We are still predominantly an agricultural area. 

Mr. Witxii1amson. Senator, it has been pointed out or inferred that 
there was some crookedness in the industry. 

Evidently that man must have been talking about some isolated case, 
because if I thought that somebody was stealing my wood when I sent 
it in, or if any man that I bought wood from | thought that anybody 
was stealing, T would certainly get out of it myself. 

I think that whoever the man was, I believe it was that gentleman 
on Mr. Hartung’s right who was testifying, instead of bringing it 
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before this committee he should be down there charging that man with 
cheating and swindling. I don’t think it is a point to be brought be- 
fore this committee, because it certainly doesn’t affect the industry. 

Senator Crark. Thank you very much, gentlemen. It has been a 
pleasure to have you with us. 

Mr. Brown. Senator Clark, thank you for the opportunity of being 
present. 

Senator Ciark. Not at all, sir. 

Our last witness is Mr. E. R. Wagoner, of the Texas Forest Industry 
Association. I want to apologize t to you for keeping you waiting so 
long, but I appreciate it is very unfortunate for Texas to be last, 
and we will try to not let than happen again. 


STATEMENT OF E. R. WAGONER, EXECUTIVE SECRETARY, TEXAS 
FORESTRY ASSOCIATION, LUFKIN, TEX.; ACCOMPANIED BY J. N. 
JORDON; T. G. TILFORD; J. H. OGLESBEE; AND STEVE C. KARDELL 


Mr. Waconer. Thank you, Senator. We do appreciate the op- 
. 2 ° - z? ° . 
portunity of taking a few minutes of your time, and we promise not 
to detain you longer. 


Senator Crark. Mr. W agoner, you take all the time you think you 


need. It is our job to listen. You have come a long way and we 
don’t want to cut you short. 


If you feel that you and Mr. Tilford can put your statements in 
the record and then just talk extemporaneously from them, I would 
appreciate it. 

If you can’t do that, why I will stay here and listen to you if you 
want to read it. 


Mr. Wagoner. Thank you, sir. 
I will not impose on you by reading it in its entirety. I do want 


to touch on a few points which I do not believe have been emphasized 
or at least covered to this point. 


Senator CiarK. Before you proceed, let’s be sure that your state- 


ment and that of Mr. Tilford will be printed in the record at this 
point in the hearing. 


(The statements of Mr. Wagoner and Mr. Tilford follow :) 


STATEMENT OF E. R. WAGONER, EXECUTIVE SECRETARY, TEXAS FORESTRY 
ASSOCIATION, LUFKIN, TEx. 


My name is BE. R. Wagoner. I am executive secretary of the Texas Forestry 
Association. I hold forestry degrees from the University of Georgia, and from 
Duke University. Prior to assuming my present duties, I was employed by the 
Texas Forest Service, the Kentucky Division of Forestry, and the Ohio Division 
of Forestry. 

Organized in 1914, the Texas Forestry Association is a statewide organiza- 
tion promoting the conservation, the extension and the wise use of the forest 
resources of our great State. Every conceivable type of business and profession 
is represented in our membership. A substantial number of our members are 
small pulpwood dealers, logging contractors, woods products producers, and 
small tree farmers—the ones that will suffer most from the passage of S. 1046. 

Our interest in this proposed legislation is largely a public interest rather 
than a self-interest. Undoubtedly, this bill was written to help the less for- 
tunate, underprivileged individuals, those individuals in the lower wage 
brackets. If you raise the minimum wage, eliminate the 12-man forestry and 
logging exemption, and the seasonal exemption, you will be striking a severe 
and crippling blow at the public, at the very people you are trying to help. 
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This Nation has always sanctioned and encouraged the profit motive, both for 
the individual employee and for business enterprises. Personal economic re- 
wards have been found the best means to induce the ultimate productive efforts 
of men. 

The competitive, private enterprise system has brought to Texas, to the South, 
and to the American people the highest standard of living in the world. It has 
consistently and progressively provided better products at lower cost. We have 
achieved greater freedoms, privileges, and opportunities than those known to 
other nations. The Texas Forestry Association believes wholeheartedly in this 
system which is dependent upon the prosperity of small businessmen. It must 
be preserved. Adherence to these principles and fundamentals will provide a 
better and more lasting solution to any economic problem. 

Our association has hundreds of members who are small tree farmers or small 
timber operators. There are thousands of them in the South. Many of these 
certified tree farmers own as litle as only 5 acres of timber. 

Under the present 12-man forestry exemption, a small operator can work on 
small tracts with small crews and light equipment. This small operator, as 
already mentioned, will be forced out of business. He cannot operate without 
violating the law if S. 1046 is passed as proposed. In other words, the thousands 
of workers now employed by these small businessmen will be without a job. 
These are some of the people this measure is supposed to help. Instead of increas- 
ing their earnings, the bill as it now stands will indirectly destroy their jobs. 
No doubt some of these will be absorbed by the companies of larger operators, 
but the majority will be forced to seek work in other fields of endeavor. 

When a company or large operator works a tract of timber, it must, through 
economic necessity, be a large tract with sufficient volume to justify the move- 
ment of large crews and heavy equipment. These companies and large operators 
will be unable to cut small acreages. The small tree farmer will no longer have a 
market for his tree crop of pulpwood. If he cannot market his tree crops, he will 
no longer be interested in practicing wise woodland management. He will no 
longer be interested in tree farming or in the conservation of our essential natural 
resouces—our forests, water, and soil. 

The Texas Forestry Association, other associations, forest industry, the U.S. 
Forest Service, other agencies in the Federal Government, and the State forestry 
agencies have jointly spent millions of dollars in the past 25 years to encourage 
these small woodland owners to practice wise forest management, and to produce 
continuous crops of timber to meet the growing demands of our rapidly expand- 
ing population. The passage of S. 1046 as originally introduced will wipe out the 
remarkable forest conservation progress that has been accomplished in the past 
two decades. Much of the soil bank payments and the Production and Marketing 
Administration payments will be wasted. When the small tree farmer no longer 
has a market for his tree crop, considerable land which was removed from cultiva- 
tion and planted to trees will be returned to row crops, aggravating the staggering 
farm surplus problem, inviting soil erosion, and costly silting of many expensive 
water impounding structures. The value of these subsidies, soil bank, PMA 
payments, ete. will be lost. 

Many of these small tracts of timberland will be purchased by companies 
attempting to enlarge their holdings, especially when the small tracts are adjacent 
to current company holdings. The passage of this measure will lower the value 
of the small owners woodland. Enactment of this measure will discourage 
reforestation, timber stand improvement, and selective cutting on small holdings. 
We are confident that S. 1046 if passed will encourage clear cutting and force 
liquidation of thousands of small southern woodlands. 

In summary, we wish to state that we fully recognize the admirable purposes 
of this measure; however, we respectfully invite your attention to these three 
dangerous provisions of the bill. If this measure is passed by your committee, 
and by the :‘Senate and House of Representatives, we strongly urge that the mini- 
mum wage remain at its present level. We respectfully urge the retention of the 
essential 12-man forestry and logging exemption, as well as the seasonal ex- 
emption as a part of the final legislation approved by this committee. 

Mr. Steve Kardell and Mr. J. H. Oglesbee, who are with me, are two pulpwood 
dealers ; also with me is Mr. T. G. Tilford, a sawmill man, and a pole and piling 
producer, Mr. J. N. Jordan, who are members of this association, or the Texas 
Lumber Manufacturers Association. One of these small businessmen, Mr. Steve 
Kardell, of San Augustine, Tex., has had personal experiences trying to operate 
under the Fair Labor Standards Act, which are of special interest. 
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It is respectfully requested that the statements of these four men, in addition to 
the statement I have presented, and one I am filing for Mr. Carl Owens, be made 


a part of the official record of this hearing. We are grateful for the opportunity 
of stating our thinking on this issue. 


STATEMENT BY T. G. TILFORD, REPRESENTING THE TExAS LUMBER 
MANUFACTURERS ASSOCIATION 


My name is T. G. Tilford. I am a member of the executive committee of the 
Texas Lumber Manufacturers Association, and am appearing before you as its 
authorized representative. I also am vice-president of the Nacogdoches County 
Lumber Co. of Nacogdoches, Tex., a small sawmill company, classified by Federal 
statute as a small business. 

I am testifying in opposition to those features of S. 1046 which would (1) in- 
crease the statutory minimum wage from $1 to $1.25 per hour, and (2) eliminate 
the present exemption from wage and hour coverage of logging operators em- 
ploying less than 12 men. 

It is easy for a witness opposing any proposed legislation to raise the simple cry 
of “wolf”, by flatly stating that such legislation, if neacted into law, will put him 
out of business. I make no such statement; because, frankly, I do not know 
whether these proposed measures will or will not result in my industrial demise. 
If by any legal means I can possibly avoid it, they certainly will not. However 
the danger of what would be for me such as a tragic and unfortunate occurrence is 
so real and so possible, that I think you gentlemen should be informed of some 
of the basic fundamental facts pertinent thereto, so that if the ultimate end result 
of your action is to cause me and hundreds of other small sawmill operators like 
me to blow our last whistle, precipitating in our communities all the attendant un- 
employment and distress which inevitably will follow such an event, we will be 
on record as having done all we could to prevent it. 

With this in mind I wish to give you some facts on the operation of our business, 
which are typical of the operation of nearly all other southern pine sawmill com- 
panies of comparative size from Virginia to Texas. 

Our company began operation in 1939. During the war years there were 12 
sawmill companies, as large as ours or larger, operating in Nacogdoches County. 
Since 1949, 11 of these mills have given up the ghost. We are the last and only 
survivor, and we are having a pretty rough time. The same is true in our neigh- 
boring counties. One of the few~remaining “permanent” plants in Cherokee 
County has been liquidated this year; and only 2 months ago the very last mill 
in the once booming lumber producing county of San Augustine threw in the 
towel, and is now trying to sell its machinery for junk. 

The cause for all these mills to fold are varied, and possibly no single cause 
eould be pinpointed. High-priced timber is one cause. Low lumber prices 
another. But these in themselves possibly may have been surmounted but for 
the fact that every one of these mills was confronted with a fixed statutory labor 
cost, absolutely inflexible and totally inexorable. If in our east Texas area 
over 92 percent of the lumber companies have not been able to survive under a 
minimum wage of $1 an hour, the possible survival of our one remaining plant 
under a minimum of $1.25 an hour is at best highly dubious. 

The facts speak for themselves. For our fiscal year ending January 31, 1959 
(which for the record was an 11l-month year) our gross sales were $947,413.40. 
Our net taxable income for the year was $7,358.46, or 0.77 percent of sales. 

During the year we paid in wages $255,946.98. If during the year we had 
worked the same number of employees the same number of hours on a 25 percent 
increase in minimum, our wage cost would have been $319,933.73; plus another 
$1,599.67 in social security, for a total increase of $65,586.42. Which would 
turn our small profit of $7,358.46 into a large loss of $58,227.96. 

Obviously we can not operate very long on any such basis as that. We will 
have to do something. The question is “What?” Should the legislation here 
under consideration become law, we can think of only two choices. 

We can quit. We can shut the plant down for good, throw 150 men out of work 
and quit worrying about it. Admittedly, as we attempt to cope with all the 
harassments of modern business, and comply with all the Government regula- 
tions to which we already are subjected, this sometimes seems to be an appealing 
and inviting prospect. Actually it is a last resort, which we will invoke only after 
all else has failed. We still have left within our hearts and souls some remnant 
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of initiative, ambition, and energy which will cause us to seek some means, some- 

how, of continuing our operation in spite of any roadblocks which might be 
imposed upon us. For this reason we already have given serious thought as to 
what we can do, should S. 1046 become law, and we have found only one alterna- 
tive to permanent cessation of operation. 

That is this. At the present time we are operating 55 hours per week, paying 
$1 per hour minimum for 40 hours, and $1.50 per hour for 15 hours; so that our 
lowest paid employees receive $62.50 per week. We can stop that. Under this 
proposed law we cannot pay any overtime at all, and we will not. We will have 
to cut our running time to 40 hours, and pay our employees $1.25 per hour with 
no overtime. On this basis the employee’s gross pay will be reduced from $62.50 
per week to $50 per week, or approximately 25 percent. Our production will be 
reduced from 55 hours per week to 40 hours per week, or 3714 percent; and the 
Federal Government itself will suffer a decrease in revenue by the attendant 
drop in withholding taxes from our employees and in corporate income taxes 
from us. Even so we do not have even the faintest idea whether or not this plan 
will work. If forced to it, we can only try and see. It is extremely doubtful, 
considering the smallness of our present profits, that a 37% percent reduction in 
operating time can realize enough to take care of our fixed overhead such as 
insurance premiums, ad valorem taxes, watchman services, office salaries, etc. 
We do not have the answer to that yet. We may have to findit. But in the mean- 
time we cannot help but ask ourselves. “Why”? Why should our Government 
seek to inflict on us, its citizens, any law which will reduce the profits of business, 
reduce the wages of labor, and reduce its own Federal revenue? We do not know. 
In this connection I sincerely hope that if the Congress does enact this proposed 
legislation, and there are any courses for us to follow other than the two I have 
presented to you, that you will spell them out for us. 

While protesting in general any increase in the present minimum wage law, 
we also wish to make specific protest against the elimination of the present exemp- 
tion for logging contractors employing 12 men or less, as is proposed by the 
pending legislation. 

This exemption was written into the wage and hour law in 1949 after ex- 
haustive study and extended hearings had convinced the then Congress that 
it was fair, feasible, sensible and practical; and that the lack of such exemption 
would result in unwarranted and unendurable hardship on our industry. Every 
subsequent action by successive Congresses has retained this exemption for the 
same reasons. Now, today, the same facts pertinent to this specific item still 
exist, just as they have existed for the past 20 or more years. They have not 
changed. 

We do some of our logging with company-owned equipment, the labor involved 
in which is paid according to the statute. However, the bulk of our logs, from 60 
percent to 75 percent, is brought to us by these now exempt contractors. Each 
is an indivdual, and each has his own peculiar individual problems, but by and 
large they fall into two eategories: (1) those who make logging their full year 
round vocation ,and (2) those who do logging only part time to augment their 
farm or other income. 

A typical example of the full time logging contractor is a man, maybe white, 
who owns one, two or possibly three trucks, all mortgaged. He drives one truck 
himself from daylight till dark, employes drivers for his other trucks, and mule 
skinners to load them all. He at best has only a meager knowledge of arithmetic, 
an ability to read a most simple statement, and can write an almost illegible 
hand. He lacks the formal education necessary to comprehend either the mean- 
ing or the application of the wage and hour law or the responsibility which would 
be imposed on him, should he be brought under its coverage. Neither does he have 
the money with which to hire anyone to do this for him. Nevertheless he is 
a good, freeborn American citizen, making his living in the only way that he 
knows, and asking no help from the Government or anyone else and in most 
cases he is in actual fact paying his help the statutary wage minimum. 

The part time logger is like unto him, except that as he himself is part time, 
his labor also is part time. He usually is a small farmer, ekeing out his income 
by logging either his timber or his neighbor’s timber in between his plowing, 
tending and harvesting. His labor primarily is farm labor. He and his employees 
may plow 3 days in 1 week in exempt agricultural employment, and log 
the other 3 days in what under this legislation would be covered employ- 
ment. Who is going to audit him? Who is going to determine what work is 
covered and what work is not covered? 








re 
he 


co WK rhe Oo 7 TP 


amt @nt 2 2 G2 Of fol 


TO AMEND THE FAIR LABOR STANDARDS ACT 405 


For both the full time and the part time logger who is going to keep their 
payrolls? Who is going to make their reports? Al Ithis logging is done by 
piecework. We pay the principals. They pay their help on the same basis. A 
driver may deliver two loads of logs in 8 hours. He may have a legitimate 
truck breakdown and require 12 hours to make the same delivery; or he may 
load his truck in the woods, drive it half way to the mill, stop and park and take 
off 4 hours for his own personal affairs. Who will know? Shall the contractor 
be required to put a timekeeper, also at $1.25 an hour plus time and a half, on 
each ‘truck and behind each pair of mules? 


Gentlemen, these questions are not facetious. They are deadly serious. They 
are questions which under this proposed law someone will have to answer. We 
can’t do it, and we earnestly hope that you can provide the answers for us. 

Mr. Titrorp. Senator, I am Mr. Tilford and I have to make one 
factual correction in my "statement which is offered. 

Senator Ciark. If you will do that and see that the corrected copy 
goes to the stenographer, that will take care of it. 

Mr. Waconer. Mr. Chairman, ordinarily in Texas we do brag about 
some big things, but in this case we are proud that we have some 
small things. 

I have with me several small businessmen from Texas. I have two 
pulpwood dealers, Mr. Steve Kardell on my right and Mr. J. H. 
Oglesbee on my extreme left. 

I also have with me on my extreme left Mr. J. N. Jordan, who is 
a cull and piling producer in east Texas. You have already been 
introduced to and heard from Mr. T. G. Tilford, who is the official 
representative of the Texas Lumber Manufacturers Association, and 
he will make a brief statement of his own. 

Senator Crark. Gentlemen, we are happy to have you all here. 
Senator Yarborough of your State, a very valuable member of the 
committee, presided at the hearings this morning and asked me to 
express to you his regret that he could not be with you this afternoon. 
He had another very important matter which he could not avoid. 

Mr. Waconer. Mr. Chairman, from these other gentlemen whom I 
have introduced I will present their written statement, and would like 
to have it entered as a part of the record in addition to a statement 
which I have brought with me from Mr. Carl Owens, and I would like 
to have it made a part of the record. 

Senator Ciark. The statements referred to by the witness will be 
made a part of the record at this point in the hearings. 

(The statements referred to follow :) 


STATEMENT OF STEVE C. KARDELL, Woop Propucts, SAN AUGUSTINE, TEX. 


My name is Steve C. Kardell and I am an independent timber contractor from 
San Augustine, Tex., engaged in the production, buying, and selling of pulpwood, 
saw logs, poles, piling, posts, and other related products. I also do a consider- 
able amount of contract work assisting small landowners in managing their 
timberland to assure a continuous crop. I am an associate member of the 
Society of American Foresters, a member of the Texas Forestry Association, the 
American Forestry Association, and various local conservation groups furthering 
the wise use of our natural resources. 

With the sincere belief that the changes in the Fair Labor Standards Act as 
proposed in Senate bill 1046 are detrimental to our national economy as a whole 
and to the southern timber industry in particular, I would like to go on record 
as opposing the bill in its entirety. A person doesn’t have to be an economist 
to see a small general wage increase go through the inflationary spiral and end 
up wiping out the anticipated benefits to the original recipients as well as 
lowering the purchasing power of millions of fixed-income people. National 
business conditions and high unemployment records should make it apparent 
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that we are pricing ourselves out of the domestic markets as well as abroad, and 
extending the coverage of the act and forcing prices higher with the increased 
minimum wage would be another step to lower our national competitive position 
and add to the unemployment. 

I am sure that the broad general effects that the proposed changes will have 
on business as a whole have been, and will be, dealt with in detail by persons 
more capable than I, but my concern is with the small businessman. I have 
heard that the Government is trying to find ways to help the small businessman, 
especially the small timber operator. The best way to help him would be to 
reduce the load of recordkeeping and regulations, instead of adding so much 
more that it will foree him out of business. . 

The elimination of the 12-man exemption for small forestry operators 
will do just that: force him out of business. Either that or it will make more 
law-breakers than the Volstead Act, because it creates an unworkable regula- 


tion. Is our legislative memory so short that we cannot profit from the mistakes 
and remedies of a few short 10 years ago? 


The memory is still vivid to me. It doesn’t seem like 10 years ago that I 


earnestly and sincerely tried to operate within the law, before the remedy by 
the 12-man exemption, and was unsuccessful. Before going into the timber 
business in 1945, I had spent 15 years growing up with one of the largest con- 
struction firms in the Southwest, being administratively responsible for record- 
keeping to comply will all State and Federal regulations. I knew what was 
required by the law, and I knew how to handle widely scattered construction 
workers, but I found that working in the woods was so much different from 
any other type of work that it was impossible to keep records that had any 
degree of accuracy. I was naive, however, and thought I could improvise 
systems as I had before to take care of unconventional situations. The Govern- 
ment investigators proved me wrong in March 1949 when they disrupted my 
job for 3 days interrogating wokers both on the job and at home. I do not know 
how much it cost the Government to conduct this investigation, but it was quite 
expensive to me in terms of lost production. The result was that they claimed 
that I owed two workers the sum total of 27 cents in back time overtime, and I 
was cited for not keeping accurate records. 

I immediately improvised another form on which each worker had to sign in 
the number of hours he worked each day. This did not work either. I found 
that a disgruntled or discharged worker could use the law to blackmail me 
for additional pay claiming that he had forgotten to put down some overtime that 
he had worked. He knew that I would not go through another investigation 
to save what he could get out of me on one claim. 

I regret going into such detail in this statement, but I wanted you to know 
how conditions were then, and they have not changed now. I am buying products 
from other small timber producers in an area 50 miles long. They could not 
comply with the law if it were changed any more than I could supervise and 
keep time on their jobs if I took them over to try and maintain the production 
I need to stay in business. The reasons for Congress adopting the 12-man 
exemption in 1949 are just as valid now as they were then; you can’t punch a 
timeclock in the woods, and there are many part-time workers working in the 
woods who would have to be dropped if this law was changed. 


Let’s keep this law as it is and not load up our relief rolls with additional 
unemployment. 


_—_—— 





STATEMENT OF J. N. JORDAN, PRODUCER OF POLES AND PILING, HILLISTER, TEx. 


I have been considering the effects of Senate bill 1046 and H.R. 4488. These 
bills would increase the minimum wage as well as do away with the 12-man 
exemption and I am opposed to their passage. 

While the. change in the minimum wage law provides a raise of 25 cents 
per hour to employees now drawing the minimum wage, due to my payment of 
compensation and unemployment insurance as well as social security tax, it 
would mean an increase in labor costs of 30.42 cents per hour. 

While I have a number of employees drawing well above the present minimum 
wage who would not be affected, I do have an average of 20 that would. This 
would mean an increase of $6.08 an hour in my payroll which would be $48.64 
per day or $2438.20 per week. 


Chances are the other rates would have to be increased to maintain the proper 
differential between these and other employees. 
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Naturally, I cannot stand any such increase in operation costs. So in order 
to continue to operate this increase would have to be added to the poles and piling 
which I sell and would then be passed on to the ultimate consumer or user which 
would result in a marked increase in prices in this type of material. 

In my mind it is very doubtful that the employee would be materially benefited 
by this increase in minimum wage. The prices of all other commodities would 
go up in proportion so that the increased costs in consumer goods added to the 
increase in taxes, both social security and income which the employee would be 
required to pay would be offset leaving him in no better financial condition 
than previously. 

Also to my mind this would be another step toward increased inflation which 
none of us, inculding the Government, want. 

The elimination of the 12-man exemption would not affect my operation at 
the present time; however, if there should be a decrease in demand for poles 
and piling which would necessitate the curtailing of my operation, I would be 
affected. 

It would be impossible to operate a small crew with the elimination of the 
12-man exemption. I could not properly supervise a woods operation which is 
necessarily spread over a wide area and still do the book work which would 
be required if the 12-man exemption was eliminated without putting on an office 
man which would make my overhead prohibitive. 

There are also a number of small operators that would be immediately 
affected in this same manner. 

I repeat that I am very much opposed to both of the above legislative measures 
and I am certain that all operators in my type of work are also opposed to it. 


STATEMENT OF J. H. OGLESBEE, PULPWOOD DEALER, SAN AUGUSTINE, TEX. 


As workers in the pulpwood industry in south and east Texas, we are much 
concerned about Senate bill 1046 by Senator John Kennedy of Massachusctts, 
and H.R. 4488 by Congressman James Roosevelt of California. In the pulp- 
wood industry, the greatest portion of all pulpwood consumed is produced by 
many thousands of small businessmen employing 12 or fewer persons. 

As these producers, we are opposed to the plan to raise the minimum wage 
and eliminate the 12-man exemption of the forestry and logging workers from 
the provisions of the Wage and Hour Act. 

There are many reasons why this part of the bill should not be passed, but 
time will not permit us to present all of them. We ask you to study the fol- 
lowing major objections to this bill and we urge you to lend your support 
against this measure. 

In the first place, production of pulpwood cannot be conducted on a regular 
8-hour day or a 40-hour week. Weather plays an important part with relation 
to the regularity of production. Also, many farmers cut wood part time or 
when they can, sometimes taking a week or possibly longer before they have a 
load of wood ready to sell. A farmer may sell a load of wood this week to one 
buyer, next week to another buyer, and still in another week or so sell a load 
toa third man. If the exemption were lost, none of the buyers would have any 
way of knowing whether the wood was produced legally or not. 

Second, most of the wood produced comes from small and widely separated 
tracts of timber. Under these conditions a small businessman producing pulp- 
wood would find it virtually impossible to keep the detailed records which would 
be required by the law if it did not contain the 12-man exemption. 

In the third place, the producer of pulpwood in the South is a small business- 
man who may own one or two trucks and who provides employment for perhaps 
as many as 12 men. They are hired on a piece-rate basis, being paid so much 
per cord, unit, or load. This is in accordance with the American way of life— 
a man is paid for what he produces. The passage of Senate bill 1046 would 
destroy any incentive a man might have to better himself financially through 
increased effort. Any competent worker can at this time earn more than the 
minimum wage. 

Therefore, the removal of the 12-man exemption would destroy the independent 
contractor who is a small businessman with each truck representing thousands. 
of dollars annually to his community. 

A small businessman producing pulpwood for the market full or part time 
would find it impractical and virtually impossible to keep the detailed records 
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which would be required by the law if it did not contain the 12-man exemption. 
The small timber producer spends most of his time actually working in the 
woods, many times isolated from the men that are engaged in the pulpwood 
cutting and hauling operations. The producer is busy contacting prospective 
sellers of wood, dealing for any stumpage that might be for sale, or otherwise 
earrying on his business. Thus he is unable to exercise any substantial super- 
vision of the wood cutters and haulers. We forestry workers in south and east 
Texas are law abiding citizens, and do our best to see that we abide by the laws 
in every respect. We believe that elimination of the 12-man exemption would 
make this kind of work impossible without violating the law. In view of the 
many reasons we have listed above, we urge you to keep the minimum wage and 
the 12-man exemption as it is now written in the law. 


STATEMENT OF CARL OWENS, AVINGER, TEX. 


I would appreciate the opportunity of expressing our local opinion in east 
Texas to the members of the Subcommittee on Labor, concerning certain provi- 
sions of Senate bill No. 1046 and its companion bill H.R. 4488, which affect the 
forest products industry of our local area. 

All of our local small businessmen, from the gas station owner to the grocery 
owner, are vitally concerned with the business of the small independent forest 
products producer, primarily pulpwood and sawlogs, which is of major impor- 
tance to the economy of our east Texas area. Walk down the main street of 
our small town and you will hear a common question coming from the many 
small businessmen and tree farmers, “How's the pulpwood business?” 

For the past years I have been directly connected to this forest products 
industry as a timber and pulpwood dealer, a landowner and tree farmer, and 
as a director of the First State Bank, Avinger, Tex. Serving for the past’3'years 
as supervisor of the Marion-Cass Soil Conservation District, we have helped in 
the increase of tree planting from a total for 10 years from 1941 to 1951 of 
1 million trees to a total for only 1 year in 1958 of 10 million seedlings for our 
2 county area. So, you see, wood products are of major importance to everyone 
in the communities of our east Texas area. 

May I take the liberty of explaining some of the conditions that exist which 
directly affect a woods operation. I would say that 95 percent of the land 
ownership in the counties of this area is in the amount of from 20 to 100 acres. 
A large holding of say from 500 to 1,000 acres is unusual, as I believe a check 
of the tax renditions will show. The very nature of this collection of small 
holdings directly affects the nature of a timber sale and its resultant woods 
operation and confines it to the small operator who owns one or two trucks and 
employs from three to seven men, many of whom are part-time workers*supple- 
menting their income from farms. We people of east Texas are proud of this 
small, local ownership and landowners enjoy doing business with a small inde- 
pendent businessman who belongs to the community. We hope to retain this 
privilege. 

The very nature of the woods operation conducted by this independent 
operator is such that his help is scattered over a tract of woodland on which 
he may have 1 year to conduct the operation, and they work alone in many 
instances. The production of forest products is much like farming in that it 
is difficult to conduct it on the basis of a regularly scheduled workweek as in 
the case of a factory or production line operation. Weather plays an important 
part in the day-by-day operation causing work stoppages at odd times. All of 
these factors combine to make supervision impracticable to the woods operation. 

Many available workmen cut wood as a means of supplementing their regular 
earnings, so that they may work part-time or at times most convenient to them- 
selves, particularly in the case of small farm operators. Eliminating the 12-man 
exemption would make this kind of work impossible. Loss of the exemption 
would mean that the small employer would be forced to provide supervision 
which is not economically justifiable for such a small business or is not workable 
due to the scattered nature of the workmen. 

The very nature of the operation adapts itself to compensation on a piecework 
basis and in our local area the woodsworker is able to earn at least and usually 
substantially more than the prevailing minimum wage, since he has an incentive 


for production. Our local wage rates at defense establishments and stéel mills 
make this a reality. 
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The plight of the small businessman in his battle against inflation is of direct 
concern to all of the community. Doesn't a raise in wages without an increase in 
production distort the economic condition of all of us? Someone pays for the 
other one’s gain in wages, and we people living in a small community with small 
businesses feel that the load is getting mighty heavy. 

May I point out as an example that the 2-ton truck that the small woods op- 
erator now purchases to haul his pulpwood costs twice as much as in 1952, and 
will haul no more or cost no less to operate. It is the same necessary item in his 
overhead that forces higher nonproductive costs on the small businessman. This 
is but one of the many items that directly affect the overhead of the small woods 
operator and his economic well-being. 

I am sure that the views and opinions concerning proposed changes to the 
Fair Labor Standards Act will be expressed far more adequately than I have at- 
tempted to do so and that much of what I have said is repetitious to you in view 
of the fact that our local conditions are similar to that in many other States en- 
gaged in woods products industry. I trust that if such is the case, it will merely 
emphasize our sincere concern for your consideration. May I therefore urge your 
serious consideration in the retention of the 12-man exemption for forestry and 
logging operations, together with the retention of the current minimum wage in 
the Fair Labor Standards Act. The plight of the small businessman in the wood 
products industry rests with you. Please continue to give us your consideration. 

May I request that this letter be made a part of the permanent records of the 
Subcommittee on Labor. 


Mr. Waconer. First I would like to comment on a question that Sen- 
ator Cooper asked. I am sorry he had to leave because I was a public 
servant of his State for quite some time before going to Texas. 

Senator Cooper asked a question on the movement of workers. I 
think he wanted to know whether there was any movement of workers 
in our industry or in the forest industry that was pressing for the elim- 
ination of the 12-man exemption. I want to be very definite on this 


point. 

Iam quite sure there is none. To the best of my knowledge the only 
people that so far as I know are pressing for the elimination of the 12- 
man exemption is the organized union. 

Senator Crark. I am correct, am I not, that so far as you know in 
Texas there is no strong union movement within this industr y in which 
you gentlemen are engaged ? ? 

Mr. Waconer. There is some, but I would not call it strong, Senator. 

Senator Ciark. And this is generally true throughout the South, is 
it not? 

Some of you gentlemen from the other Southern States who are 
still in the committee chamber will contradict me if I say that gen- 

erally speaking the pulpwood and timber business is not unionized. 
I see Mr. Brown raises his hand. 

Mr. Brown. Senator Clark, the Operation Dixie of the labor union 
has been held in abeyance partly because of this reform legislation 
and some other things. They have a lot of money. They are wait- 
ing. They are waiting for the opportunity to come down and 
organize. 

Senator CLark. But the answer to my question is that presently 
you are not. 

Mr. Brown. Presently they are waiting. There is no orga ized 
group. 

Senator Ciark. And presently you are not unionized. 

Mr. Brown. Only in isolated instances. 

Senator Ciark. Go ahead, please. 
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Mr. Waconer. Mr. Chairman, our interest in this proposed legis- 
lation is largely a public interest rather than a self-interest. Un- 
doubtedly this bill was written to help the less fortunate, some of 
the underprivileged individuals, and those individuals in the lower 
wage bracket. 

But if the minimum wage is raised, the 12-man forestry and log- 
ging exemption and season: al exemption eliminated, we will be strik- 
ing a severe and a crippling blow at the public and at the very people 
you are trying to help. 

Under the present 12-man forestry exemption, a small operator 

can work on small tracts with small crews and light equipment. 
This small operator, as already mentioned, will be forced out of 
business. He cannot operate without violating the law if S. 1046 
is passed as proposed. In other words, the thousands of workers 
now employed by these small businessmen will be without a job. 
These are some of the people this measure is supposed to help. In- 
stead of increasing their earnings, the bill as it now stands will in- 
direct ly dest roy their jobs. 

The small tree farmer whom I am quite interested in and in sym- 
pathy with will no longer have a market for his tree crop of pulpwood, 
and if he cannot market his tree crop, he will no longer be interested 
in practicing wise forest management, because he will no longer be 
interested in tree farming or conservation of our natural resources, 
our forests, our water and our soil. 

The Texas Forestry Association, other associations, forest industry, 
the United States Forest Service, other agencies in the Federal Gov- 
ernment, and the State forestry agencies have jointly spent millions 
of dollars in the past 25 years to encourage these small woodland 
owners to practice wise forest management, and to produce contin- 
uous crops of timber to meet the growing demands of our rapidly 
expanding population. The passage of S. 1046 as originally intro- 
duced will wipe out the remarkable forest conservation progress that 
has been accomplished in the past two decades. 

Much of the soil bank payments and the Production Marketing 
Administration payments will be wasted. When the small tree 
farmer no longer has a market for his tree crop, considerable land 
which was removed from cultivation and planted to trees will be 
returned to row crops, aggravating the staggering farm surplus prob- 
lem, inviting soil erosion, and costly silting of many expensive water 
impounding structures. The value of these subsidies, soil bank, 
Production Marketing Administration payments, and so forth will 
be lost. 

Many of these small tracts of timberland will be purchased by com- 
panies attempting to enlarge their holdings, especially when the small 
tracts are adjacent to current company “holdings. The passage of 
this measure will lower the value of the small owners woodland. 
Enactment of this measure will discourage reforestation, timber stand 
improvement, and selective cutting on small holdings. 

We are confident that S. 1046, if passed, will encourage clear cut- 
ting and force liquidation of thousands of small southern woodlands. 

I introduced to you, Mr. Chairman, Mr. Steve Kardell, who is here 
on my right, from St. Augustine. He has had some personal expe- 
riences trying to operate under the Fair Labor Standards Act, which 
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I think are of special interest, and it would be very helpful if Mr. 
Kardell, if you please, would be permitted to make just a very brief 
oral st atement regarding his personal experiences. 

Senator CLark. Please go right ahead, Mr. Kardell. We are happy 
to have you with us. 

Mr. Karpe.i. Since you are so nice to stay overtime to hear us, 
I won't go into all the details as to why I am against this law. 

Those are in the statement filed for the record. But I am a sad 
example of a man who tried to work under the wage-and-hour law 
before the exemption and was unsuccessful. I thought I was pretty 
well qualified to be able to make it work because for 15 years be fore 
I went into the timber business in 1945 I had been growing up with 
one of the largest construction firms in the Southwest. and was ad- 
ministratively ‘responsible for the recordkeeping and compliance with 
all State and Federal regulations. 

But I soon found out when I got in the timber business that it 
was so much different from any other kind of work that it was im- 
possible to keep records that had any degree of accuracy. 

I knew what the law required and I knew how to take care of the 
widely scattered construction workers. But the Government investi- 
gators proved that I did not know how to keep records when, in 
1949, they disrupted my job for 3 days interrogating my workers 
both on the job and at home, and I don’t know how much it cost the 
Government to conduct this investigation, but it was pretty expensive, 
to me in terms of lost production. 

And that result was they claimed I owed two different men the sum 
total of 27 cents back time overtime. Al] that work and worry and 
stuff for 27 cents. 

I immediately improvised some more systems. I worked out a form 
sheet where every worker had tosign the exact hour each day, when he 
started, when he stopped, and sign them, but I found that ‘wouldn't 
work either because a disgruntled or a discharged worker could use the 
law to blackmail me for what amount of pay he could claim that he 
had forgotten to put down on his time card. 

He knew that I wouldn’t go through another investigation to save 
what, little bit he could get out of me on one claim. Of course, he 
knew he wouldn’t have a chance at another claim, but that was the way 
things worked then. It certainly was a relief when that exemption 
was allowed. 

And I just hope that our legislative memory is not so short that we 
can’t profit by the mistakes and remedies of those few short 10 years 
ago, because the conditions are the same now as they were then. 

I was surprised in getting acquainted with a man from Maine how 
similar his problems are with ours all the way at the other end of the 
timber-producing belt. The reasons that Congress used in granting 
this exemption 10 years ago are still as valid as they were then. Thank 
you. 

Senator Ciark. Thank you, Mr. Kardell. 

Mr. Waconer. Mr. Chairman, we are grateful for the opportunity 
of presenting our views. The rest of the time I would like to turn over 
to Mr. Tilford who is the official representative of the Texas Lumber 
Manufacturers Association. 

Senator Ciark. Mr. Tilford, will you proceed, please. 
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Mr. Tiirorp. Thank you, Senator. The only reason I am impos- 
ing on you any further is because my situation as a small sawmill 
operator parallels some of the others, and I do think I have one or two 
specific things that have not been given. 

[ do not know whether this bill if passed into law, will put me out of 
business or not but I am not going to say that it w ill, that I hope that it 
will not, I do want to give you some facts about our operation. 

Our company began operation in 1939, During the war years there 
were 12 sawmill companies, as large as ours or larger, operating in 
Nacogdoches County. Since 1949, 11 of these mills have given up 
the ghost. We are the last and only survivor, and we are having a 
pretty rough time. The same is true in our neighbor ing counties. One 
of the few remaining “permanent” > plants in Cherokee County has 
been liquidated this year: and only 2 months ago the very last mill 
in the once booming lumber producing county of San Augustine 
threw in the towel, and is now trying to sell its machinery for junk. 

The causes for all these mills to fold are varied, and possibly no 
single cause could be pinpointed. High priced timber is one cause. 
Low lumber prices another. But these in themselves possibly may have 
been surmounted but for the fact that every one of these mills was con- 
fronted with a fixed statutory labor cost, absolutely inflexible and 
totally inexorable. If, in our east Texas area, over 92 percent of the 
lumber companies have not been able to survive under a minimum 
wage of $1 an hour, the possible survival of our 1 remaining plant 
under a minimum of $1.25 an hour is, at best, highly dubious. 

The facts speak for themselves. For our fiscal year ending January 
31, 1959 (which, for the record, was an 11-month year), our gross sales 
were $947,413.40. Our net taxable income for the year was $7,358.46, 

or 0.77 percent of sales. 

During the year we paid in wages $255,946.98. If, during the 
year, we had worked the same number of employees the same number of 
hours on a 25 percent increase in minimum, our wage cost would have 
been $319.933.73 plus another $1,599.67 in social security, for a total 
increase of $65,586.42. 

Senator CrarK. Mr. Tilford, what was your average hourly wage? 

Mr. Trirorp. I am coming to that. Which would turn our small 
profit of $7,358.46 into a large loss of $58,227.96. 

Obviously we cannot operate very long on any such basis as that. 
We will have to do something. The question is “What”? Should the 
legislation here under consideration become law, we can think of only 
two choices. 

We can quit. We can shut the plant down for good, throw 150 men 
out of work and quit worrying about it. Admittedly, as we attempt 
to cope with all the har: assments of modern business, and comply with 
all the Government regulations to which we already are subjected, this 
sometimes seems to be an appealing and inviting prospect. Actually 
it is a last resort, which we will invoke only after all else has failed. 
We still have left within our hearts and souls some remnant of initia- 
tive, ambition and energy which will cause us to seek some means, 
somehow, of continuing our operation in spite of any roadblocks 
which might be imposed upon us. For this reason we already have 
given serious thought as to what we can do, should S. 1046 beaten law, 
and we have found only one alternative to permanent cessation of 
operation. 
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That is this: At the present time we are operating 55 hours per week, 
paying $1.15 per hour minimum for 40 hours, and $1.50 per hour for 
15 hours; so that our lowest paid employees receive $62.50 per week. 
We can stop that. Under this proposed law we cannot pay any over- 
time at all, and we will not. We will have to cut our running time to 
40 hours, and pay our employees $1.25 per hour with no overtime. 
On this basis the employee’s gross pay will be reduced from $62.50 
per week to $50 per week, or approximately 25 percent. Our produc- 
tion will be reduced from 55 hours per week to 40 hours per week, or 
3714 percent ; and the Federal Government itself will suffer a decrease 
in revenue by the attendant drop in withholding taxes from our em- 
ployees and in corporate income taxes from us. Even so we do not 
have even the faintest idea whether or not this plan will work. If 
forced to it, we can only try and see. 

It is extremely doubtful, considering the smallness of our present 
profits, that a 3714 percent reduction in operating time can realize 
enough to take care of our fixed overhead such as insurance premiums, 
ad valorem taxes, watchman services, office salaries, etc. We do not 
have the answer to that yet. We may have to find it. But in the 
meantime we cannot help but ask ourselves, “Why?” Why should 
our Government seek to inflict on us its citizens any law which will 
reduce the profits of business, reduce the wages of labor, and reduce 
its own Federal revenue? We do not know. In this connection I 
sincerely hope that if the Congress does enact this proposed legisla- 
tion, and there are any courses for us to follow other than the two 
I have presented to you, that you will spell them out for us. 

Senator Crark. Mr. Wagoner, does that complete your testimony ? 

Mr. Wagoner. Yes, sir. 

Senator Crark. Thank you very much, gentlemen, for being so 
patient and waiting so long. 

At this point in the record, there will be included a statement pre- 
sented by Dana Worrall. 

(The prepared statement of Dana Worrall follows :) 


STATEMENT BY DANA WORRALL, PRESIDENT, MINNESOTA TIMBER PRODUCERS 
ASSOCIATION, DULUTH, MINN. 


As president of the Timber Producers Association, and as a partner with Mr. 
Drew of Cotton, Minn., in a small logging business, I am very disturbed about 
efforts to eliminate exemptions to the Fair Labor Standards Act. 

The Timber Producers Association, with a membership of slightly under 200 
loggers, for 22 years has been very much concerned about State and National 
legislation which would injure the status of the logger and especially the small 
logger. We have fought, and will continue to fight for the opportunity of the 
logger to use his native intelligence and, combined with hard work, to operate 
a small-business enterprise. One must be a small businessman sometime in his 
life to appreciate the impossibility of trying to carry on in the style of the big 
corporation with their offices and staff. Most small businessmen in other lines 
of endeavor would throw up their hands at the problem of a logger, who faces 
the handicaps of snow and rain, road problems, acquisition of timber, handling 
of men in remote areas, financing, sale of the product, transportation, knowledge 
of equipment, etc. 

Our written statement, which I am submitting, attempts in brief outline form 
to explain the original purpose of the 1949 12-men exemption, the performance 
under this amendment, and the need for continuing the exemption. It also 
outlines the purpose of the 1939 seasonal exemption and the performance under 
this exemption. The association feels very strongly that if Congress eliminates 
these exemptions, it will not only hurt many thousands of small loggers, but may 
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deprive them of a livelihood. As a logging partner with Mr. Drew, we have 
all we can do to supervise our men who are in scattered patches of timber, 
sometimes several miles apart, and you can be sure we have worked hard for 
several years to develop a good operation. We have to be experts in a dozen 
fields and believe me, it takes a lot of courage. The bookkeeping and figuring 
of the withholding tax, social security, and unemployment compensation, to- 
gether with workmens’ compensation, is nearly as bad as paying the taxes. 
It is no easy job, and is a tiresome menial night-time duty, which I assure you, 
is no fun after braving a full day at 30° below zero, or after fighting the wet 
swamps and black gnats in the summer. What I am trying to prove is that we 
are not a factory, and you cannot expect to treat us as though we do run a 
factory. Please do not add to our problems by eliminating these exemptions. 
Again I assure you that, if you do, it will only add to our already large unem- 
ployment and to the dislocation of many small businessmen. 


(The following letter was subsequently submitted for the record :) 


INTERNATION AL WOODWORKERS OF AMERICA, 
Portland, Oreg., May 18, 1959. 
Re Senate hearings on proposals to amend the Fair Labor Standards Act. 
Senator JOHN F. KENNEDY, 
Chairman, Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR KENNEDY: Subsequent to my appearance before a subcommit- 
tee of the Committee on Labor and Public Welfare concerning proposals to 
amend the Fair Labor Standards Act, on May 11, 1959, there appeared a number 
of witnesses opposed to any amendment of the act. Although both their and 
my oral and written statements speak for themselves, there is one matter which 
seems to me needs some clarification ; this is the matter of wages. 

Witnesses from the: South (Randle J. Dedeaux, Perkinston, Miss.; Edgar 
Sellew, Mobile, Ala.; Sebron Colson, Eutaw, Ala.; George A. Broom, Sidell, La.) 
indicated. under questioning by Senator Clark, that wages paid for piecework 
are about the equivalent of $1 an hour, in some instances a little less, in some 
instances only a little more. 

Mr. Willard S. Bromley of the American Pulpwood Association confirmed 
this when he said, “In the South, too, virtually all logging workers earn at least 
the minimum.” Thus, the data on pages 11-13 of my prepared statement are 
corroborated. Mr. Bromley said in addition, however, that wages “in the North- 
east, Lake States, and the West (are) in excess of the equivalent of $2 per 
hour * * *.” Other witnesses (Waldo Robinson, Bangor, Maine; Percy Thomp- 
son, Ticonderoga, N.Y.) stated that their “good” men earn “from $2 to $2.50 an 
hour.” There was also a statement that in some instances a check for $100 is 
given to loggers for a week’s work. Unfortunately, there is no explanation of 
what the $2 per hour or the $100 per week actually covers. From what we 
know about the situation, these payments are to men who furnish their own 
trucks, powersaws, and miscellaneous tools of all kinds, plus gas and oil and in- 
surance for their trucks and other equipment. When these expenses are de- 
ducted from the receipt of these sums, the net accruing to them will be con- 
siderably less than the aforementioned amounts. 

I think this letter of clarification is necessary in order for the Senate to have 
a complete picture of practices in the industry. 

Very truly yours, 


A. F. Hartune, 
International President. 


Senator CrarK. The subcommittee will be in recess until 10 o’clock 
tomorrow morning, at which time testimony will be heard from Dean 
Francis P. Sayre of the Citizens Committee on the Fair Labor Stand- 
ards Act, Mr. Ralph Casey of the American Merchant. Marine Insti- 
tute accompanied by Mr. J. Monroe Sullivan, vice president, Pacific- 
American Steamship Association, Mr. William Kuhfuss, president of 
the Illinois Agricultural Association, representing the American 
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Farm Bureau Federation, and Mr. Fred W. Burrows of the Interna- 
tional / P le Association. 
ollowing telegram was subsequently received for the record :) 


(The 


ATLANTA, GA., June 15, 1959. 
STEWART E. McCLure, 
Chief Clerk, Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D.C. 


Reference is made to testimony on Mr. W. H. Garman, International Wood- 
workers of America, on S. 1046, to the Subcommittee on Labor of the Senate Com- 
mittee On Labor and Public Welfare on proposed amendment to the Fair Labor 
Standards Act at public hearings on May 11, 1959. Mr. Garman testified, “In 
these Southern States now the general percentage of the company-owned or 
Government-owned lands is about 80 percent of the timberland in this section 
of the country.” Mr. Garman later testified that he meant especially Louisiana, 
Mississippi, Alabama, and Arkansas. These statements are without basis and at 
direct variance from U.S. Forest Service figures. The Timber Resource Re- 
view of the U.S. Forest Service shows that 74 percent of the commercial forest 
land in the 12 Southern States from east Texas to Virginia and from east 
Oklahoma to Florida is owned by private individuals, and is primarily in small 
farmownerships. Many of these small owners are members of the Forest 
Farmers Association. The same U.S. Forest Service report shows that local, 
State, and Federal Governments own 8.5 percent of the commercial forest land 
in the 12-State area, while the pulp and paper industry owns 6.3 percent. There 
has been little change in this overall pattern since the Timber Resource Review 
was complied. 

J. WALTER MYERS, Jr., 
Erecutive Director Forest Farmers Association. 


(Whereupon, at 5:55 p.m. the subcommittee recessed, to reconvene 
Tuesday, May 12, 1959, at 10 a.m.) 
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TUESDAY, MAY 12, 1959 


U.S. SENATE, 
SuBcOMMITTEE ON LABOR OF THE 
CoMMITTEE ON Lapor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess at 10 a.m., in room 4232, 
New Senate Office Building, Senator John F. Kennedy (chairman of 
the subcommittee) presiding. 

Present: Senators Kennedy (presiding) and Clark, member of the 
committee. 

Committee staff members present: Stewart E. McClure, chief clerk ; 
Ralph Dungan, professional staff member; Michael Bernstein, minor- 
ity counsel; Raymond D. Hurley, minority professional staff member ; 
and Joseph Goldberg, technical assistant, U.S. Department of Labor. 

Senator Kennepy. The subcommittee will come to order. Our 
first witness this morning is Dean Francis B. Sayre, Jr., chairman of 
the Citizens Committee on the Fair Labor Standards Act, and vice 
chairman, Advisory Committee of Washington Office of the National 
Council of Churches of Christ in the United States of America. 

Dean Sayre, it is a great pleasure for me as chairman of the sub- 
committee to welcome you to thid hearing and to express our pleasure 
at. your interest in this subject. We are delighted to hear from you 
in whatever way is most satisfactory. 


STATEMENT OF REV. FRANCIS B. SAYRE, JR., ON BEHALF OF THE 
NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE 
UNITED STATES OF AMERICA 


Dean Sayre. Thank you, Mr. Chairman. My name is Francis B. 
Sayre, Jr. I appreciate the opportunity afforded through your 
courtesy to testify here on behalf first of all of the National Council 
of the Churches of Christ in the United States of America on the 
basis of its official policies and by authorization of its general board. 

I have been asked to make this presentation as the representative 
of the council’s department of the church and economic life. Also 
associated with this department in this testimony are the departments 
of the migrant ministry and of the town and country church, as well 
as the council’s general department of united churchwomen. Each of 
these units, with extensive associations with church people throughout 
the country, have incorporated a concern for the extension of coverage 
of the minimum wage laws as a part of their ongoing programs. 

My personal connection with the National Council of Churches is 
as a member of the general committee of its department of the church 
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and economic life, as well as the connection which you mentioned. In 
my own capacity as an ordained clergyman of the Protestant Episcopal 
( ‘hure h and dean of the W ashington Cathedral I am also in active 
association with the National Council of Churches through one of 
its 33 constituent Protestant and eastern Orthodox communions. 

These church bodies which comprise the National Council of 
Churches have a total membership of ee 38 million per- 
sons. While I do not presume to speak for all these 38 million church 
members, the views I am presenting were adopted after careful con- 
sideration by official representatives of the council’s constituent 
communions. 

The National Council of Churches has in many ways and on 
numerous occasions given concrete expression to the traditional con- 
cern of the churches for the physical, as well as the spiritual, well- 
being of all people. One of its earliest actions in the area of economic 
life was a reaffirmation of the long-standing principle, enunciated 
and supported by its predecessor chureh organizations over the years, 
that—and I quote: 


Christians should work for a situation wherein all have access at least to a 
minimum standard of living. Such a minimum should be sufficient (among 
other things) to permit care e of the health of all and for the suitable protection 
of the weaker members of society * * * and of the able bodied against hazards 
beyond their control. * * * Economic institutions should be judged also by their 
impact upon the family which involves standards of living * * * (and) stability 
of employment. 


Approaching this subject again in a statement on “The Churches’ 
Concern for Public Assistance” representatives of the council, meet- 
ing in its general board on June 4, 1958, agreed that “basic economic 


security must be strengthened so that the need for public assistance 
may be minimized.” 

When the need and opportunity to give concrete expression to these 
wider principles was presented through pr oposals for the extension 
of minimum wage coverage at their meeting in February of this year, 
these outstanding church leaders agreed, practically tinanimously— 


that the principle of minimum wage legislation, Federal and State, should be 
supported as a practical and proven means of assuring at least the minimum 
standard of living necessary for the maintenance of health and decency for 
family living today, and should be extended to all workers. 

At the same time the board authorized its representatives to testify 
in support of the principle of minimum wage laws and amendments 
calling for their extension to include groups not now covered. 

These statements attest to the recognition on the part of church 
— that those who profess a Christian concern for neighbor or 
srother cannot be content with a provision of public law w hich results 
in living standards deemed necessary for decent family living today 
being accorded to some workers across the country and denied to 
others. 

They believe the time is long past when this elemental protection 
should be determined by such an unrelated and arbitrary matter as 
the definition of interstate commerce. If, under our constitutional 
system, this appears to be the only way to obtain minimum wage 
benefits on a nationwide basis, the least that can be hoped for is the 
widest, rather than the narrowest, interpretation of this authority. 

















TO AMEND THE FAIR LABOR STANDARDS ACT 419 


In the interest of elemental justice, therefore, we are concerned to 
see enactment of as universal coverage of minimum wage benefits as is 
possible through the medium of national action. 

In this connection we note with deep interest and concern, however, 
that proposals for the coverage of wageworkers in agriculture are 
still not included in the general amendments to the Fair Labor 
Standards Act under consideration at this hearing. 

It is our understanding that proposals to this end are also before 
this committee in a separate bill. With all possible emphasis may I 
express our hope that every effort will also be made to secure the enact- 
ment of this companion measure. 

Over the years the churches constituent to the National Council of 
Churches have felt and widely demonstrated their special sense of 
concern and responsibility for the largely unorganized—and_ hence 
politically and socially voiceless—group of workers, particularly those 
in the migrant stream, who have such a large part in the harvesting 
and processing of our food supply. 

In this connection we recognize among the long-range problems re- 
lated to farm workers: (1) The persistent poverty in which they con- 
tinue to exist even in the face of increasing prosperity in other eco- 
nomic areas; and (2) the widespread lack Pome they have 
to achieve higher levels of living, often because of the low grade of 
educational opportunities or facilities. 

After a process of study and discussion, conducted by the Depart- 
ment of the Church and Economic Life over a period of 3 years, 
the National Council of Churches adopted last year a seven-point 
statement on “Ethical Goals for Agricultural Policy,” the first goal 
of which is entitled “The Opportunity for the Full and W holesome 
Development of Persons.” The statement under this heading says in 
part—and I quote from it: < 

Poverty is often crippling to human personality. * * * A violation of the 
Christion concept of justice exists in the fact that wageworkers in agriculture 
are denied most of the legal and economic protections long accorded to wage 
workers in industry. We believe that, with adaptations required for their 
practical application to the business of farming (as in the enactments on social 
security), the principles of workmen’s and unemployment compensation, mini- 
mum wage laws, and the right to organize and bargain collectively under the 
National Labor Relations Act should be extended to wageworkers in agriculture. 

As regards the migrant workers in agriculture, the Council’s Gen- 
eral Board back in September 1950, affirmed its conviction that— 


The churches should support measures intended to provide the extension of 
minimum wage legislation, social security benefits and labor legislation to in- 


clude migratory laborers. 

While these last two statements apply specifically to workers in 
the fields, they give expression to the deep moral and ethical responsi- 
bility felt by church people for the persistent poverty which continues 
to be the lot of many of our Nation even as we move toward even 
higher reaches of economic growth and of relative prosperity for an 
increasing proportion of the population. 

Placement of a floor under the wage rate, even though only in 
minimum terms, is felt by those whom I represent to be one practical 
means toward the correction of the most basic of these inequities. 

For this reason we welcome this opportunity to express our whole- 
hearted support of the principle of the extension of minimum wage 
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benefits as embodied in the legislation under consideration at this 
hearing. 

You will observe that this endorsement relates (1) to the principle 
of minimum wage laws as a practical way of placing a limit below 
which no one should be required to work for his or her living, and (2) 
to the justice of the widest possible extension of this principle to 
workers through the Nation. It does not deal with the technical 
details of such legislation, particularly as it relates to the desirable 
rate of the minimum wage. 

This we recognize will necessarily be subject to change from time 
to time and evaluation of the many variables involved in its determina- 
tion is not within our responsibility or competence. 

In keeping with the reasons for advocacy of the minimum wage as 
a device for assuring income necessary for at least a minimum standard 
of health and decency, we believe that the rate should be such, as in 
the opinion of the Congress, will meet this basic requirement. 

Senator Kennepy. Thank you very much, Dean Sayre. You feel 
that the churches have a responsibility to concern themselves with 
the standard of living of the people who are members of their churches 
or may be members of other churches? 

Dean Sayre. That is correct, Senator Kennedy. 

Senator Kennepy. You don’t concern yourselves just with the life 
hereafter ? 

Dean Sayre. Absolutely right. 

Senator Kennepy. The churches should not just concern themselves 
with the life hereafter ? 

Dean Sayre. Quite so. We understand man as God’s creation, and 
by man we mean the whole of man, his soul, his body, his mind, his 
emotion and his will. And what concerns a part of him concerns all 
of him, and we are concerned with all those parts as well as the whole 
here on this earth. 

Senator Kennepy. And do you believe that it represents a denial 
of a fuller life to pay a subminimum wage? I think your statistics 
showed 3 years ago that half of the people in these trades were getting 
less than $1.25 an hour. 

Dean Sayre. That is correct. 

Senator Krnnepy. That does not provide enough to permit them 
to live decently. 

Dean Sayre. We do not believe so, sir. 

Senator Krennepy. Dean, I am delighted to hear from you and am 
most appreciative of your coming in bringing a different perspective 
to this problem that is one not merely concerned with dollars and cents. 

Dean Sayre. Mr. Chairman, while I have just completed reading a 
statement which I was asked to present before this committee in 
behalf of the National Council of the Churches of Christ in the United 
States of America, may I ask now the privilege of presenting a second 
statement, in behalf of the Citizens Committee on the Fair Labor 
Standards Act, of which I have the honor to be chairman? 

(The statement referred to follows :) 


STATEMENT OF Rev. FRANCIS B. SAYRE, JR., ON BEHALF OF THE CITIZENS COMMITTEE 
ON THE Farr LABOR STANDARDS ACT 


The Citizens Committee is not specifically a church group, but is made up of 
persons in the United States who have been concerned with the welfare of 
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working people generally. If I may have your permission to read the statement 
of the committee, I shall proceed to do so now. 

The Citizens Committee on the Fair Labor Standards Act was first organized 
more than a decade ago, in connection with the effort to increase the Federal 
minimum wage at that time from 40 cents an hour to 75 cents an hour. 

A number of us who, through our professions or through our community 
activities, came into contact with our less fortunate fellow citizens, felt it was 
our civie duty to see what could be done to relieve their distress. 

It seemed to us that while there were numerous worthy agencies concerned 
with the ill, the aged, and theh unemployed, there was no organization through 
which publie-spirited but otherwise disinterested citizens could help those who, 
for one reason or another, were forced to work for less than subsistence wages. 

We were pleased to find that several hundred outstanding persons throughout 
the country agreed with us, and were willing to lend their support to our efforts. 
And we were glad to play a small part in the successful campaign for the 75 
cents minimum wage. 

Our committee has been reactiviated several times in the last 10 years, when 
the need appeared most urgent. We feel the urgency has never been greater 
than now. 

As you know, two issues are involved in the bill you are presently considering— 
the amount of the minimum wage, and the coverage of the law. We find it hard 
to imagine why there should be any substantial objection to the bill on either 
count. 

It seems to our committee and this again is in answer to your question, Mr. 
Chairman, that an increase in the Federal minimum wage to $1.25 an hour can 
be criticized only on the grounds that $1.25 is not enough. It is not necessary 
to take a scientific study to prove that no one can live properly on less. One 
visit to a supermarket will prove the point. 

And yet we know that millions of Americans are paid less than $1.25; many of 
them less than $1. Less than 3 years ago the Department of Labor found that 
more than 25 percent of all the Nation’s retail workers were paid less than $1 an 
hour, and a full half of them less than $1.25. 

These workers, not only in retailing but in the other low-wage groups, have 
little recourse but the Congress in their quest for assistance. For the most part 
they are in occupations where union organization has so far been a practical 
impossibility. And the record proves that State legislatures, for whatever cause, 
have failed to come to their assistance.- 

The argument that the several States should take some responsibility in this 
area may have a theoretical appeal I submit, however, that the record of the 
last 21 years, since the first wage-hour law was adopted, proves that the theory 
has not led to action. 

It may appear from those remarks that our primary interest is in the workers 
who are not now protected by that law. That is true only in the sense that the 
others, such as the workers in the garment trades, already have powerful 
spokesmen. 

We are not minimizing the need for a $1.25 minimum wage for covered workers, 
both for their immediate economic benefit and to lessen the threat of sweatshop 
competition. But it is fair to say that the pliglit of the workers who are now 
denied the protection of the law is even worse. 

There is no longer any valid excuse, in our view, for continuing to exclude 
almost half the potentially eligible workers from Federal wage-hour standards. 
This legislation is no longer an experiment, as it was 21 years ago. It was no 
doubt correct for Congress to proceed cautiously when this field was first entered. 
But now we are in a position to see that wage-hour legislation works when it is 
applied ; that it raises purchasing power, relieves the distress of the lowest paid, 
creates rather than reduces employment, and has no visible effect upon the 
general price level. 

We realize that in some fields which this bill proposes to cover, such as the 
retail and service trades, the present wage level is exceptionally low. Obviously 
the degree of adjustment that would be required by a $1.25 minimum would be 
much greater than, for example, in manufacturing. 

On the other hand, the needs of retail workers in terms of food, clothing, and 
shelter are just as great, and fully as deserving of fulfillment, as those of any 
other workers. 

It seems to us that the bill meets this dilemma by limiting the application of the 
law to larger enterprises, those having annual sales of $500,000 or more. 
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Without again pretending to be experts in the field, we feel an operation of this 
size should have the resources to make an orderly adjustment to fair wages and 
hours of work. 

Moreover, experience has proved that the dire predictions which have greeted 
previous social gains—including the original Fair Labor Standards Act—have 
not materialized. Our business community has adjusted to the social security 
system, to unemployment compensation and to a wide range of other changes 
brought about by law and by other means. All of these advances were opposed 
as potential disasters by many business spokesmen; yet our economy is far 
healthier today than it was when none of these supposed burdens existed. 

Here again, we feel the human needs of the men and women involved take 
precedence over all possible objections. And we are confident that, just as 
before, progress will prove to be a boon even to those who oppose it. We hope 
your action on the bill will be prompt and favorable. 


Thank you, Mr. Chairman. 

Senator Kennepy. Thank you very much, Dean Sayre. We are 
glad to have had you with us today. 

Dean Sayre. l appreciate the opportunity. 

Senator Kennepy. Than you. 

The next witness will be Mr. Ralph Casey, American Merchant 
Marine Institute; accompanied by Mr. J. Monroe Sullivan, vice presi. 
dent of the Pacific American Steamship Association. 





















STATEMENT OF RALPH E. CASEY, PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE, INC. 








Mr. Casry. I am Mr. Ralph E. Casey, president of the American 
Merchant Marine Institute which is a trade association representing 
500,000 gross tons of American-flag shipping. We represent ap- 
proximately 70 percent of all oceangoing ships. I might say in regard 
to the particular subject here today as president of the institute I also 
act as chairman of the negotiating committee which negotiates with 
the seven different unions that have contracts with the dry cargo opera- 
tors on the Atlantic and Gulf coasts. 

I will also, after reading my statement, comment briefiy on the west 
coast situation which is somewhat different from the east coast, and 
is represented by a statement that has been filed with the committee. 

Included in our membership are both subsidized and nonsubsidized 
companies. I appear before your committee today in opposition to 
those provisions of S. 1046 which would amend the Fair Labor Stand- 

ards Act of 1938 so as to terminate the exemption of seamen from the 
minimum wage and maximum hours provisions of that act. 

The expressed intent of the bill is to broaden the Fair Labor Stand- 
ards Act of 1935, as amended, to include many industries not now 
covered, on the grounds that labor conditions in those industries do 
not meet the mimimum standard of living necessary for the health, 
efficiency, and general well-being of the workers 

I respectfully submit that neither the expressed purpose nor the 
general spirit of this legislation has any applicability to the maritime 
industry. 

First, let us look at the maritime w age structure, which is the result 
of years of hard, arms-length collec tive bargaining. In that connec- 
tion, our industry is well know n, I might even say notorious, for its 
long history of strikes and labor disturbances. Even as recently as 
1958, contract negotiations resulted in strikes with two officer unions. 
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You may remember that George Meany himself accepted manage- 
ment’s invitation to act as arbitrator in one of these disputes. Inci- 
dentally, we are talking about an industry which is for all practical 
purposes, entirely unionized. 

The Bureau of Labor Statistics has reported that in March of this 
year average earnings for manufacturing generally was $88.62 a week. 
Only an estimated one-third of the factory workers in this country 
varned over $100 a week. Almost all seaman, on the other hand, 
averaged well over $100 a week. Reference to table I, attached to my 
statement, shows that average monthly earnings for unticer ised person- 
nel aboard one of the more common type vessels, C-2, ranged from 

$380.78 per month for a wiper to $715.36 for a chief steward. ‘The 
aver age monthly earnings for all unlicensed personnel were $540. 
And, ‘of course, the officer personnel earn considerably more. 

On top of these earnings in the form of wages are extremely liberal 
fringe benefits in terms of pensions, welfare benefits, vacations, hos- 
pitalization, maintenance and cure benefits, and even an unemploy- 
ment compensation, or as we call it, an employment security plan. 

Incidentally, I have furnished to the staff of the committee a copy 
of our collective- bargaining agreement to which I will add some sup- 
plements and amendments. 1 don’t know that it is complete as I 
have given it to you. 

Table 2, also a part of my statement, compares annual earnings of 
maritime workers with those of other industries. It shows that in 
1957—latest available data from the Department of Commerce—em- 
ployees in water transportation earned on the average $6,443 per year. 
The only two groups to exceed them were the sec urity and commodity 
brokers and those m the radio broadcasting and television industry. 

Does it look from these figures that wor ‘kers in the se agoing part 
of the maritime industry need helj5 from the Congress to maintain a 
high standard of living? 

Seamen’s earnings are high not only because they are well paid in 
terms of wage and overtime rates but also because of the substantial 
amount of automatic overtime that is paid aboard ship. 

A ship at sea is in operation 7 days a week around the clock. Men 
must be on duty each and every hour, night and day, including Satur- 
days and Sundays to keep that vessel going. These men are called 
watchstanders. Hence, under the established practice in the industry, 
three separate groups of watchstanders are necessary for normal oper- 
ation. And each of these men must of necessity work 8 hours a day, 7 
days a week. 

This fact alone makes ours a unique industry in many respects and 
particularly in connection with any legislative proposal revolving 
about a 40-hour workweek. 

Please do not. think for a minute that labor and management in 
this industry have not bargained in the light of the unique nature of 
this workweek. There probably has not ‘been a negotiating session 
over the past 25 years where the demands of labor, though excessive 
in terms of other industries, have not been justified by labor spokes- 
men as being tailored to the working conditions of the seaman. The 
results of collective bargaining as evidenced by current agreements 
are ample proof of how this has been ace omplished. 
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Vacations in the American merchant marine are probably the most 
liberal in American industry. Unlicensed seamen, with only 1 year 
of service aboard ship, receive at least 30 days a year paid vacation. 
Under the National Maritime Union contract this is increased to 45 
days’ vacation a year if the man has been on the ships of a single 
company for 3 years. Tanker personnel receive 45 days’ vacation 
each year. For officers, the vacation periods range from 2 to 3 months 
a year. 

The fact is, however, that the union has maintained our contract 
is based, not on a 56-hour week, but on a 40-hour week. This is, of 
course, unrealistic and everyone on the side of both labor and manage- 
ment know it. Overtime is paid for all work performed in excess 
of 8 hours a day, Monday through Friday, and for all work performed 
on Saturday and Sunday. 

Since all those engaged in the actual operation of the vessel must 
work at least 56 hours a week at sea they receive a minimum 16 hours 
automatic overtime each week, Thus the 56-hour week at sea is liber- 
ally compensated for, first in cash by reason of the built-in contract 
provision guaranteeing 16 hours overtime each week, but also in terms 
of vacations and time off far exceeding those prevailing in any other 
American industry. 

The plain and simple truth is that the provision in the contract 
which provides for overtime for normal routine duties on Saturdays 
and Sundays is a device to increase overall earnings. Watchstanders 
must work a 56-hour week, They know it and the union leaders know 
know it. And for those who do not stand watch aboard ship—the 
so-called day workers—the contract has increased their base pay to 
include compensation in lieu of the overtime they do not earn because 
they only work a 40-hour week, To think these people need legisla- 
tive help i is completely unrealistic. 

Now just what would this bill do to the American merchant ma- 
rine? The proposed increase in the minimum wage from $1 to $1.25 
would do nothing. I might state,at that point that I am talking 
about the contracts that are negotiated by my group rather than any 
splinter segment of the industry in the inland waters or otherwise. 

It probably has become obvious that our wage scales far exceed the 
proposed floor right now. But the overtime provision requiring pay- 
ment of time and one-half for all hours worked in excess of 40 a week 
could be ruinous; in fact, nothing short of murderous, 

Table III shows the potential i increase in overtime rates for Atlan- 
tic and gulf coast crews under the NMU contract on the basis of a 
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40-hour week. These figures show that present overtime rates are on 
the whole only slightly higher than base hourly rates. Thus com- 
puted, the bill would cause an increase in overtime rates of about 50 
percent. This would result, by legislative fiat in an increase of ap- 
proximately 17 percent in earnings for seamen aboard American-flag 
vessels. Such an increase cannot be justified from the standpoint of 
the object sought to be accomplished by this proposal and certainly 
not from the st ‘andpoint of the economics of the industry. 

In closing, let me say that the American merchant marine is today 
in a life or “death struggle for survival, It is struggling with a wage 
structure that is three to four times higher than that of any compet- 
ing maritime nation in the world. 

Whereas our able-bodied seamen will take home $575 a month, 
British seaman earns only $120. Our mess boys make more than the 

captains of some foreign ‘freighters. Responsible leaders of maritime 
labor recognize this fact and realize all too well that any further 
spread in this labor differential could destroy the very jobs they are 
obligated to protect. I am somewhat surprised, therefore, that labor 
itself, in good conscience, can support that portion of this bill which 
would remove the seamen exemption. 

(The tables referred to follow :) 


TABLE I.—Monthly maritime labor costs,’ unlicensed personnel—C-2 vessel, 1959 
































| | | 
' 
| Over- | Pension | Em- 
Job classification | Num-| Base | time | Subtotal and Vacation | ployee Grand 
ber | wage earnings welfare | plan security | total 
| plan 
seeaemeaieiaee einen ten epee EY 
| 

DUGROWOME: .... ncdasca<x 1 | $472.68 | $192.30 | $664.98 $30 $37. 81 $7. 50 $740. 29 
CINE. oa canesass~ 1} 432.67 198. 00 630. 67 30 34. 61 | 7.50 702. 78 
Deck maintenance aa 2; 397.73 | 164.70 562.43 | 30 31. 82 | 7. 50 631.75 
Able seaman ____...... 6| 353.27 | 232.50 585.77 | 30} 28.26) 7.50 651. 53 
Ordinary seaman._-.---- 3 274. 37 180. 90 455. 27 30 21.95 7. 50 514.72 
Electrician. ._......-..- 1 560. 96 127.20 | 688.16 30 44.88 7. 50 770. 54 
2d electrician _.......-- 1 522. 58 118. 20 640. 78 30 41.81 7. 50 720. 09 
ete... cation tnt abiin | 3 353. 27 198.30 | 551. 57 30 28, 26 7. 50 617. 33 
Fireman/watertender - 3 | 353.27) 206.40 559. 67 30 28. 26 7. 50 625. 43 
Ws cw tates 2| 330.68 50. 10 380. 7 30 26. 45 7.50 444.73 
Chief steward __-_-..---| 1 460. 96 254.40 | 715. 36 30 36. 88 7. 50 789. 74 
Ohiel GUOK =. 2 cceisnns 1 417. 06 214.80 | 631.86 30 33. 36 7. 50 702. 72 
COCR DENOL.. cccnccans 1 405. 81 211. 20 617.01 30 32. 46 7. 50 686. 97 
lO eee 1 348. 80 207. 90 556. 70 30 27. 90 7. 50 622. 10 
Messman.............- 4 272. 27 155.7 427.97 30 21.78 7.59 487. 25 
UtiyEOM.... ..<ccnasee 2 272. 27 159. 00 431. 27 30 21.78 7.530 490.75 

TORR icccntadaae Oe lincennsdan besnsanencn hedeemnnwss une cuaehiedphaduiaindinn wield kamcnaned 











1 Average monthly labor cost, unlicensed personnel, per vessel (C-2), $606.63; average monthly unli.ensed 
personnel earnings (C-2 vessel used), $540.01; average monthly cost of fringe benefits for unlicensed per- 
sonnel, $66.05, 
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TABLE II.—Average annual earnings per full-time employee, by industry, 1957 


Security and commodity brokers, dealers and exchanges___ ~~~ ~~ _.. $7, 403 
mane GQeendoneting and televinien. 22560 oi ee ek he el ue 6, 756 
Water transportation slate 2 ocias e SoS ee ee ee OR ee ee ee 
Re Ro inchs negin nhieu amide weasel bs doaisepapaaign a alee 6, 42 
es 0, ET CCUM OI Ce ee 6, 309 
Engineering and other professional services, n.e.c_..._-.__--.___________ 6, OSD 
Ate teaheportation ‘(common carriers) o.oo. 2. ek -_ OG, tou 
Automobiles and automobile equipment_____-___-__--------__---_----- 5, 702 
Rn PRIOR AU et ee a el a angina ho Adele 5, 683 
Transportation equipment, except automobiles____________-_______-___ 5, 6385 
NITIES RUINS. CURIOUS eka ieee 5, 979 
Metal mining ye Ti gs cick eet i gid ee ta cee aes ke Se, SES 
Crade petroleum and matural @n6... 22. soi ek weet ES 5, 425 
IN ig he eek aah eae ees nc dant ee ee al 5, 423 
Wholesale trade ___- Se ee ee ee a ae ee i 5, 404 
Machinery, except electrical ca Paes cates ons stg hs ec lke capaci ag aearis eaten ok I 
Highway freight transportation and warehousing_____________________ 5, 261 
eitittes:: Ghactric: AR iO s5 kb is er ee es Si eee jc Oe 
8s. pata gt attemens tet ed 2 Sere i eel elt ees, 5, 208 
Fabricated metal products, including ordnance___. ~~ -.-_-__-____ 5, 165 
Birannons una oOtner SOLt Coal minim... me 
TET NRO ee ao eee ee ee ee ee eee 5, 126 
Printing, publishing, and allied producte cud wl ee 5, 085 
Finance, 0.e¢.........- rs a tts an lon ty SNS ad al I ee ca oe 5, 014 
rr NCE ON ig oe cepa eats baleen el 4, 963 
an 6 8 neat Seige etek b tee 4, 943 
Business services, n.e.¢_____-- ers OR RR ee ee ee . &,o80 
Insurance agents and combination offices__.._....._....__..___________ 4, 850 
es eanes Mammen 60: Crepeernen . Se tc a er ee 4,817 
PMR RTRs, SUR UR SIU RO a eeices ms caterenvinsSiciuttnieh @cnnstrestomancnanic 4, 733 
EROee. 0 ONG UR OCC ne ed ta eee 4, 719 
LiGE OP INORG: ME SURG oe ence cc ceteencnuanmiiedaiaxawoue 4, 545 
Miscellaneous repair services and hand trades________-_____________ 4, 509 
moe nine Bimoree iprogwers.. 6560s: | a th oe Set 4, 369 
Ne ee ee eee ee nee dioteeiom ese eae 4, 368 
Telephone, telegraph, and related services___.___....__________________ 4, 348 
Sei 080 02 oh Ss RS Cet Ee cc eendictenaeiacaael 4, 245 
Praeeenaeneoms. seemerrncturing eS ee 4, 145 
Commercial and trade schools and employment agencies__.__________ 4,114 
BD SUNT Sk sn Be a le he I a ee 4, 075 
toner feo tinier Dasic progres. 2. ee 4, 053 


a 


PARIS on nn Ak BR oh uae 4,211 


Source: U.S. Department of Commerce. 
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TaBLE III.—Contract overtime provisions based on a 40-hour week contrasted 
with proposed Fair Labor Standards Act amendment 





























Basic Current Proposed | Percentage 
Rating Number hourly overtime |FLSA over-| increase 
wage rate rate time rate 
Deck depertment.........i.......... 13 2. 06 2. 08 3. 09 49.5 
OE aT ih ci ctebienets 1 | 2.7 2. 23 4.10 83.9 
Carpenter. . Etcasegsagntaegusee 1 2. 50 2. 23 3. 75 68. 2 
Deck mz ,intenanceman - ih iaiiladsisdosa 2 2. 30 2. 23 3.45 54.7 
Oe RE Se a eee 6 2. 04 2.18 3. 06 40.4 
On y GENE ow os nS ec dsc dd dssi el ecs | 3 1. 58 1.70 2. 37 39.4 
Engine department_-_-_.-....-.------- i 2. 0 3 2. 06 3. 30 , 60. 2 
CHIE GIOCRIIIIIS.. oo oss de ges nnn penis 1 | 3. 24 2. 23 4. 86 117.9 
pe | ARTES OSE TPS ee ears 2 CL te aT 1 3. 02 2. 23 4. 53 103. 1 
ER dst ceccbh cache soaae 3 2. 04 2.18 3. 06 40.4 
Fireman/watertender - -- 3 2. 04 | 2.18 3. 06 40.4 
Wills £67 2. BAS | 3 | 1.91 1.70 2. 87 68.8 
Stewards department___. | er & 89 | 1.91 | 2. 84 48.9 
o- facaiiieia a siisitientnantati aisha Giaicnimesiananda aetna 

ili Nebel nis ee eae i 2. 66 | 2. 23 | 3.99 73.9 
COIN sbiace 3c edck bobsiecseenueeebauee | 1 | 2.41 | 2. 23 | 3. 62 62.3 
ES <c.x eoawenss > eines ek 1 | 2. 34 | 2. 23 | 3. 51 57.4 
MU ihe ccd etiaacitck bi gcetscu kaos sal 1 | 2.11 2. 18 | 3.17 45.4 
Messman.---. : popawremeneaad 4 1,57 1.70 | 2. 36 38. 8 
Utilityman..-.-.....- inkunchss eens 2 1. 57 1.70 | 2. 36 38.8 
aviddes Gelli)... Oo ae eee ee | "= ge 50. 5 
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Senator Kennepy. Mr. Casey, when you say they don’t begin to 
pay overtime until 56 hours 

Mr. Casey. No, sir. Actually it is a monthly payment that is the 
base pay for an able-bodied seaman which is the rating aboard ship 
that we generally use. The base pay is $353 a month. Now on top 
of that we pay overtime for Saturday and Sunday at sea. And the 
overtime rate, however, if you broke down the $353 base pay into a 
40-hour week, and took that as a base rate, our overtime rate on Satur- 
day and Sunday would be approximately the same. 

Senator Kennepy. When you say Saturday and Sunday, how many 
hours a day do you figure in the other five days in your contract? 

Mr. Casey. They work 8 hours a day. There are two types of 
workers aboard ship. The day workers who work the kind of a day 
that people ashore work. Then there are the watchstanders and they 
work 8 hours split up into 2 watches of 4 hours each, either the 8 to 
12,12 to4, or 4to8. There are three sets of those watchstanders and 
they work 8 hours a day Monday through Friday and also, of course 
they work 8 hours a day on Saturday and Sunday, also two watches, 
On § Saturday and Sunday they receive money on top of the $353 base 
pay a month. 

Senator Kennepy. They don’t receive time and a half; is that 
correct ? 

Mr. Casry. They don’t receive time and a half computed on the 
basis of a 40-hour week. That is the part of the bill that 

Senator Kennepy (interrupting). In other words, most of the sea- 
men and the others—not stewards, is that correct—the people who man 
these ships, they are working’ 40 hours a week, is that correct, and 
they are getting an overtime rate but it isn’t time and a half after 
40 hours? 


41681—59——_29 
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Mr. Casey. Are you talking now about the day workers so-called ? 

Senator Kennepy. Yes. 

Mr. Casey. They work 40 hours a week, yes. I believe their rate— 
is their rate about the same as the watchstanders? Yes, the overtime 
rate is the same as for the watchstanders. 

Senator Kennepy. Tell me then, to sum up exactly what you feel 
this bill would do as opposed to your present practice ? 

Mr. Casry. Let me say this. If these people in the industry, the 
union men in the industry, felt that they were actually entitied to 
time and a half for overtime after 40 hours, the history of collective 
bargaining in this industry shows that they would have received this 
across the bargaining table long before this. The fact is that they 
know that you have to operate a ship at sea 56 hours a week. You 
have got to operate it around the clock. This bill would put us under 
a piece of legislation which never was intended from the time it was 
enacted in 1938 to cover a situation where the normal workweek must 
be 56 hours. 

There is no other way of getting out of it. 

Senator Kennepy. We are not stating that they should not work 
56 hours. We are talking about what compensation they should 
receive for the last 16 hours. 

Mr. Casry. I realize that, but the bill actually, since it is tailored 
for a completely different situation, by reason of the overtime 
provisions in it, would impose an unrealistic financial burden on 
the industry. Now let me illustrate by the west coast situation 
very briefly. On the west coast they had a contrac t—originally of 
course these contracts all provided for a 56-hour week. Then in the 
late 1940’s, when a 40-hour week became prevalent in other indus- 
tries, it also found its way into our contract, and also the west coast 
contract. Then later, about 3 years ago in 1955, the union on the 
west coast became realistic again and said: “Well now, let’s put all 
the overtime into the base pay.” 

So they took the 16 hours’ overtime on Saturday and Sunday and 
put it into base pay. So now they work a 56-hour week on the west 
coast and they get paid for a 56-hour week. And yet if they were 
included under this bill, you would again compound what they have 
already tried to correct. In other words, you would provide for 
time and a half for overtime on top of 40 hours, whereas they already 
have tried to take care of that by putting the overtime into the base 
pay and provide for a 56-hour week. 

Senator Kennepy. What percentage of the people in the merchant 
marine are organized ? 

Mr. Casry. So far as I know all of them, but I believe that prob- 
ably there might be some inland rivers where there is no organiza- 
tion. But so far as deep sea, it is completely unionized. 

Senator Kennepy. Senator Clark? 

Senator CrarKk. No questions. 

Senator Kennepy. Thank you, Mr. Casey. 

Mr. Casey. Thank you. 

Senator Kenneny. The next witness is Mr. William Kuhfuss, 

resident of the Illinois Agricultural Association of the American 
Farni Bureau Federation. 
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STATEMENT OF WILLIAM KUHFUSS, PRESIDENT, ILLINOIS AGRI- 
CULTURAL ASSOCIATION, AMERICAN FARM BUREAU FEDERA- 
TION, ACCOMPANIED BY MATT TRIGGS, ASSISTANT LEGISLATIVE 
DIRECTOR 


Mr. Kunruss. Mr. Chairman, I am William Kuhfuss. I am accom- 
panied by Matt Triggs of the "American Farm Bureau’s legislative 
staff. 

The opportunity of presenting the views of the American Farm 
Bureau Federation with respect to S. 1046 and other specified bills 
to amend the Fair Labor Standards Act is sincerely appreciated. 

Our statement does not cover the question of wage and hour cov- 
erage of farm workers, which we understand will not be considered 
by the committee at this time. 


THE PROPOSED INCREASE IN THE MINIMUM WAGE TO $1.25 AN HOUR 


At our last annual meeting the voting delegates of the member 
State farm bureaus stated their conviction “that inflation is our most 
serious economic problem.” 

They also stated their view that wage increases are currently a 
major cause of inflation: “* * * wage rates have been increasing 
more rapidly than productivity, thus “contributing to a wage- price 
inflationary spiral that is harmful to all segments of a free society.’ 

The significance of the impact of rising wages on the general price 
level will be obvious from the following data: These charts from 
1947 to 1958 indicate an average increase in wages of manufacturing 
workers from $1.29 to $2.15 an hour, a 65-percent increase. 

The index of worker productivity from the Bureau of Labor 
Statistics ranges from 100 to 124, a 24%49-percent increase. And 
under the census calculations from 100 to 128.6 or 28.6 percent 
increase. 




















| Index of worker pro- 
Average hourly; ductivity computed by ? 
earnings, Ea om 
manufacturing 
industries ! Bureau of 
Labor | Census 
Statistics 
i hcteimdbbic ante dp and ior eis aaa chee cae $1. 292 100.0 100. 0 
Rahn tacit deat cdictad ale moa: Sanaalteipiedn kanal orang ahs 1.415 108. 8 108. 5 
Weeinsdscadibewadeuslscsasnen 1. 530 110. 6 | 112.8 
abt acesekias -b-cahiiabiablinads neon 1. 610 112.0 | 115.5 
1953_. aapeehion js 1.710 115.1 119.0 
Se er ee ee ee a ee ee 1. 760 116.9 121.8 
Ridin: chains aiihhintis-niiets 1. 820 121.9 127.5 
Weissicecdeiuaeks dk 1.910 121.8 127.7 
ite ea ies. 2.010 124.4 130.0 
Weed ee nt coke h scan Sic duh Mec deesseeneshesacsonce naan 2. 130 124.3 128.6 
Percent of increase above 1947-49 average_ ee ee 65 24.3 28. 6 





! Bureau of Labor Statistics. 
2 P. 112, hearings, Joint Economic Committee on the 1959 Economic Report of the President. 


If average wages increase 65 percent compared with an average in- 
crease in productivity of only 24-29 percent, it is, we believe, obvious 
that the general price level must rise, as of course it has. 

Any increase in minimum wages tends to increase wages propor- 
tionately all up the line. Workers seek to maintain the same wage 
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relationships between classes of skills as have been the case in the past. 
Kmployers, too, are interested in maintaining appropriate wage differ- 

entials between different classes of employees with different skills and 
capabilities. 

Further, it is important to society that such differentials be main- 
tained to provide incentives for workers to improve their capabilities. 

It is our view that any governmental stimulus toward increasing the 
general wage level would, in view of the alre: ady existing inflationary 
impact of rising wages, provide a further stimulus to an inflationary 
price trend. 

It is an unfortunate fact that many people have lost confidence in 
the capacity of the Federal Government to prevent further deteriora- 
tion in the value of the dollar. 

It is a dangerous fact that many, perhaps most, Americans no 
longer consider Government bonds a wise investment. 

It is imperatively necessary to the economic health and strength of 
our economy that effective action be taken to restore confidence in a 
stable dollar. 

This objective will not be accomplished by increasing the minimum 
wage level. Such impetus to the wage-price inflationary spiral, in our 
opinion, would constitute a dangerous action under prevailing cir- 
cumstances, 

We are for high real wages based on productive capability. Farm 
incomes are vitally affected by the real earning power of workers. 
There is no conflict between any segment of society in this connection. 
But an inflationary wage-price spiral does not enhance real earning 
power. On the contrary, it reduces the real buying power of the sub- 
stantial segment of our population with fixed incomes. 

It is ironic fact that workers and retired workers would be the 
segment of our economy most adversely affected by the inflationary 
consequences of stimulus to the wage-price spiral. There is no group 
in our society less able to protect itself against the impact of inflation. 

For these reasons it is our conviction that an increase in the mini- 
mum wage, as proposed in S. 1046, would be contrary to the interest 
of workers and the public generally. 


DEFINITION OF “COMMERCE” 


Section 3(c) of S. 1046 proposes to define “commerce” in such man- 
ner as to include virtually all economic activity. The revised defini- 
tion of the term “produced” in S. 1046 would accomplish the same 
objective. 

Since the term “commerce,” for purposes of the Fair Labor Stand- 
ards Act, has already been interpreted to include virtually all employ- 
ment. (other than that specifically exempted by the act) the full impli- 
‘ations of this all-inclusive definition are not fully apparent. 

However, we do object in principle to the further broadening of 
the term—not so much because of any significance such action may 
have with respect to the Fair Labor Standards Act, but because of 
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the general precedent involved in thus classifying virtually all eco- 
nomic activity as “commerce” subject to Federal regulation, and in 
effect opening even wider the door for Federal preemptive action. 

The American Farm Bureau Federation has long supported the 
principle that “The maintenance of strong, independent, and respon- 
sible State and local government is imperative to the preservation of 
self-government and individual freedom.” 

We are proponents of the concept of “reserved powers” so wisely in- 
npeuien in our Constitution. We believe that we have moved 
too far in the direction of concentrating power, authority, and re- 
sponsibility in the Federal Government, and that further broadening 
of the Federal authority under the commerce and public welfare 
clauses of the Constitution should be avoided. 


THE PROPOSAL TO REDUCE THE SCOPE OF THE EXEMPTIONS NOW PROVIDED 
FROM WAGE AND HOUR PROVISIONS OF THE ACT 


Section 9 of S. 1046 would rewrite section 13 of the Fair Labor 
Standards Act and would eliminate present exemptions for laundries, 
large retailers, large service establishments, construction concerns, 
small telephone companies, forestry operations, small newspapers, 
taxicab operators, local transit systems, and the partial exemption of 
agricultural processing plants. 

A number of these exemptions are of particular significance to 
rural areas. Despite the gain in our total population, fewer people 
are needed in agriculture each year to produce national and export 
requirements for food and fiber products. This has resulted in an 
oversupply of manpower in many rural areas. 

This oversupply of labor has caused prevailing wage rates in rural 
areas to be lower than in most urban areas. (The real differential is 
not as great as is indicated by statistical comparisons because the 
lower scale of wages is partially offset by the fact that the cost of 
living is also considerably lower, and other factors. ) 

Therefore, any expanded coverage of Federal wage and hour reg- 
ulation, as well as any increase in the minimum wage, necessitates 
relatively more and larger wage adjustments in areas that are predom- 
inantly nonindustrial rural areas than in industrial urban areas. 

The effect of minimum wage legislation on rural areas is to narrow 
the incentives for the development of industry in rural areas. Al- 
though dispersal of industry is desirable for national defense, as well 
as social purposes, minimum wage legislation promotes centralization 
and discourages dispersal. The broad extension of coverage proposed 
by S. 1046 would have adverse effect upon the normal economic de- 
velopment of many rural areas. 

In addition to the adverse effect of wage regulation on the develop- 
ment of rural areas, the proposed elimination of many of the present 
exemptions would have a depressing effect on net farm incomes. 
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The most significant major factor affecting net farm incomes is the 
rapid increase in farm costs. This is indicated in the following table: 


[Billions of dollars] 


Gross farm Production Net realized 














income costs farm income 

—_ ae _ —— —| —= 
TD Ser bak ae ademweaD [vnadccalveceenKeee er Seine eee 34.4 | 12.0 | 17.3 
catenins Shaat Satan hopin udeygegudinm Kae hae 34.9 18.9 16.1 
PP tancddmianenbens initia plea ta ee en hdenn wage edanes 31.8 | 18.0 | 13.8 
gad Etec : ‘ ook. inlai tice ca eae 32.5 19.3 | 13.2 
 aibeiccnnaba aes rane MArisutdpkeseueseeuont 37.3 HH 15.2 
2c: Sete Rctnkebas ‘ hihi = ahaginn pidinremn amet 37.0 22. 6 14.4 
19053....... ; ae ies ganalewunn caper Asai 35.3 21.4 | 13.9 
pace eco ; i s sie cll capes Sneed 33.9 21.7 | 12.2 
1955__. sn ia eh Rips abies Sa Aaa 33.3 21.9 | 11.5 
Reee....... - kas nnmodutabe kode icidambel 34.6 22.5 12.1 
1957__. btiinteiomeentlicets ek 4 ee 34.3 23.5 10.8 
ee ea ee 37.6 24.5 13.1 
The net incomes have gone down, the production costs have gone 


up, and the total gross income has remained somewhat stable. _ 

Any intervention by Government which has the effect of increasing 
wage rates paid by service, retail, and other businesses serving farm- 
ers, can only result in further increases in farm production costs and 
further reductions in farm net incomes. 

Wage increases do not come out of the air. Every wage increase 
is a cost increase to somebody. Farmers are in the unfortunate posi- 
tion that they are “at the end of the line” and wage increases tend to 
be passed on to them with minimum opportunity to pass them on to 
anybody else. 


IMPACT ON WORKERS OF PROPOSED EXPANSION IN APPLICATION OF FEDERAL 
WAGE REGULATION 


Any consideration of the extension of minimum wages to employ- 
ment not now covered necessitates consideration to the character of 
the labor force involved. 

Much of our labor force, particularly in those industries that have 
heretofore been exempt from regulation, is of quite a different char- 
acter than that in large industrial or commercial establishments. 

It includes millions of young people, high school students outside 
school hours or during vacations, or recently graduated. 

It includes millions of elderly persons, often retired, but not neces- 
sarily with adequate retirement benefits. 

It includes millions of housewives, who may wish to supplement 
family income with part- or full-time employment. 

It includes large numbers of people with physical or mental han- 
dicaps. 

We do not necessarily do these people a favor by minimum-wage 
regulation. : 

Their need is for employment. An insuperable obstacle is placed 
in the way of their obtaining and keeping employment if we price 
their services out of the market. 

One of the side effects of wage fixing by Government is to create a 
class of unemployables. They are not unemployables at any wage— 
they are unemployables at the fixed wage. ; 
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This curtailment of opportunity can arise either as a result of in- 
creasing minimum wages or as an extension of coverage to areas not 
now covered. 

Irrespective of the arguments for minimum wages in our large 
industrial and commercial establishments, it is in the public interest 
that substantial room be left in our society for employment of those 
who are irregularly in the labor force, or for those who have handi- 
caps of age, or inexperience », or capacity. 

There should be a place left in our economy for those who wish to 
and can earn something, but whose services for reasons often beyond 
their control may be worth less than the services of others, but who 
nevertheless may still seek and find employment. 

Most of those concerned with juvenile delinquency have deplored 
the lack of job opportunities for teenagers. Work experience is one 
of the most important features of adjustment to life. An increase 
in minimum wages, and the proposed extension of coverage, will 
significantly reduce job opportunities for young people. 


THE PROPOSAL TO ELIMINATE THE EXEMPTION OF SEASONAL OPERATIONS 
FROM OVERTIME PROVISIONS OF THE ACT 


Section 6 of S. 1046 would terminate the exemption from maximum 
hour regulations of those industries engaged in seasonal operations 
or industries engaged in specified agricultural processing operations. 

We believe that these exemptions were wisely provided in the 
original legislation and that the reasons therefore are no less appli- 
cable now. 

In these industries there can be, and commonly is, a very substantial 
fluctuation from day to day and from week to week of the volume to 
be received and handled, which necessitates a variation in the number 
of hours of employment provided workers. 

It is in the interest of the workers, and in the interest of the man- 
agements, and in the interest of the farmers whose products are being 
handled, that no artificial bar be instituted preventing or discouraging 
employment in excess of 40 hours a week in such cases. 

Employment in these industries is commonly temporary. Those 
workers who obtain such employment are usually anxious to work 
the maximum number of hours they can while the job is still available. 

It is no advantage to them to provide overtime after 40 hours, 
because the employer would be en every incentive to keep 
employment down to 40 hours a week. 


THE PROPOSAL TO ELIMINATE THE EXEMPTION OF AGRICULTURAL HAN- 
DLERS FROM MINIMUM WAGE LEGISLATION 


Labor costs for processing and distributing farm products are just 
as directly a cost to farmers as though farmers paid the bill out of 
their own pockets. 

We are in accord with the principle that workers in agricultural 
processing and handling industries should be paid good wages as 
determined by competitive factors and bargaining between employer 
and employees. 
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But when Government steps into the picture to raise such costs 
above the market level, it is in effect transferring income from agri- 
culture to workers by legislative action. 

Persons engaged in the processing and distribution of farm products 
currently are receiving a much larger percentage of the consumers’ 
food dollar than is being received by farmers. To the extent that 
an increase in the minimum wage would raise the cost of production 
or of distribution, this relationship would be further distorted. 

The latest available information relative to the cost of marketing 
farm products is as follows: 





[Billions of dollars] 
Retail Cost of ; 
store Farm Market- | direct | Net farm 
cost of value! | ing bill! | labor in | income? 
foods ! market- 
| | ing bill 2 
36. 5 18.7 17.8 7.9 17.3 
39.0 19.2 19.8 8.9 16.1 
37.9 17.1 20.8 9.4 13.8 
38.9 17.7 21.2 9.9 13.2 
43.0 20. 2 22.8 10.6 15.2 
44.5 20. 1 24.4 11.4 | 14.4 
44.6 19.0 25.6 12.1 | 13.9 
44.9 18.3 26. 6 12.6 | 12,2 
46. 2 18.3 27.9 13.0 | 11.5 
48.3 18.7 29.6 13.9 12.1 
50. 4 19.5 30.9 14.2 10.8 





1 P, 25, ‘‘Marketing and Transportation Situation, USDA,’’ November 1958. 
2 P. 13, ““Marketing and Transportation Situation, USDA,”’ July 1958. 
3 “*Farm Income Situation, USDA.” 


Note that the farmers gross return on farm food products has re- 
mained essentially constant, whereas the marketing bill and the cost 
of labor included in the marketing bill have been rising sharply. 

Note the comparison between the last two columns. The direct 
labor cost of marketing farm food products has nearly doubled during 
a period in which net farm income (not exactly comparable because 
this is for all farm products) has declined. 

Any Government intervention to stimulate wage increases in agri- 
cultural processing and handling establishments will further increase 
labor costs of marketing food at the expense of farm incomes. 

The effect of the elimination of the agricultural processing and han- 


dling exemption would be to transfer income from farmers to workers 
by legislative fiat. 


NEED FOR STATUTORY DEFINITION OF THE TERM “AREA OF PRODUCTION” 


The Fair Labor Standards Act provides that concerns engaged in 
the preparation of agricultural products for market, within the “area 
of production” of such commodities, should be exempted from the 
overtime and minimum wage provisions of the act. 

This was a recognition by the Congress that farmers pay the bill 


for this handling operation. Farmers pay the cost of making butter 
and cheese from milk, or the cost of ginning cotton, or the cost of 
packing apples. It was the intention of Congress that these costs 
should not be increased as a result of the approval of the act. Because 
of the difficulty of defining the area in which this exemption should 
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apply, the Congress left the interpretation of such area to the Depart- 
ment of Labor. 

The Department of Labor’s early efforts to define “area of produc- 
tion” were invalidated by the courts. However, the most recent 
interpretation of the Department was validated by the Supreme Court 
in Mitchell v. Budd (76 g Ct. 527). 

Under this currently applicable interpretation, if a plant receives 
more than 5 percent of specified products such as milk or cotton from 
a distance of more than 20 miles from the plant, or if a grain elevator 
receives more than 5 percent of its grain from farms more than 50 
miles from the elevator, or if a fruit and vegetable processor receives 
more than 5 percent of its fruit and vegetables from a distance of 
more than 15 miles from the plant, the ruling is that such establish- 
ments are not in the “area of production.” 

Even where a plant receives 95 percent or more of the product it 
handles from within such limited radius, it is not considered to be in 
the area of production if it happens to be located within 1 mile of a 
village having a population of 2,500 or more, or within 3 miles of a 
city having a population of 50,000 or more, or within 5 miles of a 
om having a population of 500,000 or more. 

hus under the current interpretation, a fruit packing shed in the 
center of the Sacramento Valley, a cotton warehouse in the Missis- 
sippi Delta, or a creamery in the center of the Wisconsin dairy area, 
is likely to be eliminated from the exemption by the application of 
the arbitrary concepts adopted by the Department of Labor in defin- 
ing the term “area of production.” 

The purpose of the exemption, has, it is submitted, been defeated 
by this interpretation. The population of a city or town has no rea- 
sonable relationship to whether or not the plant is located within an 
“area of production.” 

The narrow radius within which a plant must obtain its supplies 
under the ruling in order to be covered by the exemption is unrealistic 
in terms of modern-day truck transportation. 

It is therefore recommended that the Fair Labor Standards Act 
be amended to add «a statutory definition of the term “area of pro- 
duction” as provided in S, 1874 by Senator Stennis. 


NEED FOR CLARIFICATION OF THE AGRICULTURAL EXEMPTION 


The exemption from wage and hour legislation provided farmers 
in the Fair Labor Standards Act is all inclusive. Section 13(a) (6) 
of the act provides that “any employee employed in agriculture shall 
not be subject to the minimum wage and overtime provisions of sec- 
tions 6 and 7 of the act.” “Agriculture” is defined as follows: 

Farming in all its branches and among other things includes * * * practices 
* * * performed by a farmer or on a farm as an incident to or in connection 
with such farming operations, including preparation for market, delivery to 
storage, or to market, or to carriers for transportation to market. 

Thus, a livestock producer who slaughters his own cattle and only 
his cattle, or an orchardist who packs his own apples and only his 
apples, or a farmer who cures ham he has raised himself, or a poultry- 
man who candles eggs he has produced, are not subject to the overtime 
and minimum wage provisions of sections 6 and 7. 
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It would seem that the statute is clear and explicit. It would ap- 
that it is susceptible of only one interpretation—that is, when a 
armer prepares for market a commodity he has raised, and does not 
prepare for market commodities produced by somebody else, his oper- 
ations are completely exempted. 

However, in Mitchell v. Budd (76 S. Ct. 527), the Supreme Court, 
reversing a decision of the court of appeals, ruled that a farmer who 
“bulks” his own tobacco and only his own tobacco is subject to the 
minimum wage and hour provisions ef the act. (Bulking of tobacco 
is an operation involving the piling and repiling of the product to 
promote proper curing and conditioning. ) 

In reaching their decision the Supreme Court relied on two argu 
ments. 

One of these arguments is that “the bulking operation is a process 
which changes the natural state of the freshly cured tobacco as sig- 
nificantly as milling changes sugar cane,” and that it is, therefore, 
“more akin to manufacturing than to agriculture.” 

The fact that the product is significantly changed from its natural 
state is irrelevant in terms of the intention of the statute. Changes 
in the nature of the commodity are commonly involved in prepara- 
tion for market. If a farmer makes butter or cheese from the milk 
he has produced, or ham from pigs he has raised, the character of the 
product has certainly been changed in a substantial degree. 

It was clearly the intention of the Congress that such operations 
incidental to the production operations performed by a farmer or on 
a farm were to be exempted from the wage and overtime provisions 
of the act. 

The other argument that apparently was impressive to the Supreme 
Court was that most farmers in the particular area involved do not 
bulk their own tobacco. The Court commented that of the 300 
farmers in a particular area “only 9 maintained and operated bulking 
plants processing tobacco grown only by themselves.” 

From this the court concluded that since most “tobacco farmers do 
not ordinarily perform the bulking operation” that this is not really 
an agricultural operation. 

The fact that most tobacco farmers in this particular area do not 
ordinarily bulk tobacco is irrelevant. In some areas a much larger 
percentage of tobacco farmers bulk their own tobacco. Most poultry- 
men do not candle their own eggs—but some do. 

Most dairymen do not pasteurize or bottle their own milk—but 
some do. It would appear that it is the clear intention of the statute 
that a farmer who prepares his products for market does not lose the 
exemption thereby. 

We would therefore recommend an amendment of section 3(f) of 
the act to restore the original intent of the act in this respect. This 
is provided for in S. 1874 by Senator Stennis. 


THE PRINCIPLE OF WAGE-FIXING BY GOVERNMENT 


It is our belief that the national welfare and the welfare of all the 
people will be best served by a minimum wage program of limited 
scope and applicability, thus permitting demand-supply situation and 
bargaining between the parties to be the dominant factors affecting 
the determination of wages. 
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A reasonable degree of flexibility in the wage level is necessary to 
encourage necessary adjustments. An increase in the wage level indi- 
cates a shortage of available workers, which attracts new workers to 
the industry or to the area. 

On the other hand if the wage level in an area is low this is a sign 
of a surplus of labor which tends to increase investment and employ- 
ment in the area. 

If, by Government action, we discourage this adjustment, we only 
perpetuate the low wage situation. 

We do not believe that Government regulation of wages (or prices) 
will ever function as effectively and efficiently as the market mecha- 
nism. When Government enters into the picture to prevent the mar- 
ket mechanism from funetioning, it inevitably creates distortions, 
prevents adjustments and is likely to create more difficult and com- 
plex problems than the problem Government set out to alleviate in 
the first instance. 

The experience of many other countries with wage and price fix- 
ing far surpasses ours. If there were any validity to the proposition 
that such action by Government creates and maintains prosperity, 
then the most prosperous countries in the world would be in Europe. 

The genius of the American revolution that is going on all around 
us is based upon individual initiative, freedom and opportunity for 
individuals, in a society in which we foster competition, in a market 
economy where supply and demand and price are the major determi- 
nants of economic action. 

This is the ideal mechanism to harness individual ambition and in- 
centive to the common good. By such means we insure maximum pro- 
ductivity, which must inevitably be the basis for maximum real earn- 
ing power of the individual worker. 

To the extent that wage legislation interferes with production, to the 
extent that it discourages individuals from undertaking an enterprise 
they might otherwise undertake, to the extent that the legislation di- 
verts human resources from productive effort into the sterile function 
of recordkeeping, to the extent that the attention of management is 
diverted from productive planning and supervision to the task of 
determining the application of and compliance with wage and hour 
provisions of law—to this extent minimum wage legislation reduces, 
rather than increases the real earning capacity of workers. 


SUMMARY 


For the reasons stated above, we do not believe an increase in mini- 
mum wages nor a wholesale extension of coverage of wage and hour 
regulations would be in the public or national interest. We urge the 
committee to approve legislation to clarify the agricultural exemption 
and to establish a statutory definition of “area of production.” 

I thank you very kindly. 

Senator Kennepy. You would be opposed, as I understand it, to 
an extension of the minimum wage to people who work in retail stores 
doing an annual volume of sales in excess of $500,000. You are op- 
posed to their receiving a minimum wage. 

Mr. Kuuruss. Yes, sir, the extension of the minimum wage to $1.25, 
that is right. 
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Senator Kennepy. You would be opposed to their being covered 
under the minimum wage legislation. Under the present minimum 
wage legislation of $1 you would still be opposed to that dollar? 

Mr. Kuurvss. That’s right. 

Senator Kennepy. You don’t think it is proper, appropriate, and 
necessary that some one working in a retail store receive at least $40 
a week ? 

Mr. Kuuruvss. I think you can do more damage with putting this 
kind of a regulation on than by having it. Many of these businesses 
that provide opportunities for young people to work and for women 
to work for a few hours a day are businesses that don’t have high 
returns. 

The opportunity afforded by such businesses to provide employ- 
ment for young people at a reasonable wage is ead for such young 
people. It brings revenue to the family and we think in the long 
run that it will be a detriment to the overall business and the oppor- 
tunity of both those young people and many people who have handi- 
caps if they are denied that privilege. 

Senator Kennepy. I see a lot of these stores around Washington 
and I don’t see many young people working in them or many people 
with physical handicaps. 

Mr. Kuunruss. If you will come out in the rural areas, out where 
we live, I can show you many boys and girls who go to school and 
work maybe an hour or two after school, who work on Saturdays, 
women that work in many places, in stores and in telephone offices 
and maybe in homes that will be working for a short number of hours 
and who supplement their own incomes and their own livelihoods, 

We think that if you get the minimum provision too high, that the 
opportunities for these people to work will be curtailed, that there 
will not be those opportunities. 

Senator Kennepy. Thank you very much. We are very glad to 
have had your testimony. 

Mr. Kuunrvss. Thank you. 

Senator Kennepy. Mr. Fred W. Burrows, executive vice president 
of the International Apple Association. 


STATEMENT OF FRED W. BURROWS, EXECUTIVE VICE PRESIDENT, 
INTERNATIONAL APPLE ASSOCIATION 


Mr. Burrows. Thank you, Mr. Chairman. I am Fred W. Bur- 
rows, executive vice president of the International Apple Association 
with offices here in Washington. 

This statement is submitted on behalf of the International Apple 
Association, Inc., with offices at 1302 18th Street NW., Washington 6, 
D.C. The association is a nonprofit membership organization serv- 
ing the fruit industry with emphasis on apples and winter pears. 

The membership is composed of producers, distributors (wholesale 
and retail), processors, exporters, importers, and allied industries. 

Its members produce and/or distribute in excess of 75 percent of 
all the apples and winter pears produced commercially. 

We are grateful for this opportunity of presenting, for your con- 
sideration, the views of our membership on the proposed revisions 
of the Fair Labor Standards Act and the effect of these revisions on 
our industry and the general public. 
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We understand the committee is not considering any bill (such as 
S. 1085) which would result in elimination or diminution of the 
agricultural exemption 13(a) (6) or the “area of productoon” exemp- 
tion 13 (a) (10). If we are in error, we would welcome the oppor- 
tunity to submit a supplemental statement covering our views on such 
changes. 

Of the bills being considered, we are most concerned with S. 1046 
and our testimony will mostly cover that piece of proposed 
legislation. 

First, let me state our position: 

1. We strongly oppose the elimination of the partial exemption 
from payment of overtime provided in section 7(b) (3) for seasonal 
industries. 

2. We strongly oppose the elimination of the so-called first proc- 
essing exemption, section 7(c). 

3. We strongly oppose any change in the interstate commerce pro- 
visions of the act. 

4. We strongly oppose the extension of coverage as proposed in 
S. 1046. 

5. We strongly oppose any change in the minimum wage provisions. 

6. We strongly oppose changing the basis of coverage from an 
employee to an employer basis. 

General’ The Congress has always been cognizant of the need for 
a healthy and prosperous agriculture. In the past Congress has 
wisely recognized the specific and unique problems of agriculture, 
and especially the fruit and vegetable industry, when writing wage 
and hour legislation. These problems continue to exist today, and 
even more so. 

The Congress has shown real concern over declining farm prices, 
declining net farm income, and the increasing spread between farm 
and retail prices. 

You just heard the American Farm Bureau representative place 
adequate statistics in the record covering our position on that. 

The fruit and vegetable producer, and especially the applegrower, 
has been caught in the price-cost squeeze with disastrously low re- 
turns and increased costs. Farm wages are one of those increasing 
costs with the index of farm wages standing at 610 (1910-14: 100) in 
January 1959. Whereas the index of farm prices was below 250. 

The applegrowers of this Nation are just finishing their second 
year of extremely low prices with rising costs. A reasonable aver- 
age cost of producing and harvesting a 100 pounds of apples would 
range about $2.25 to $2.50 and only the most efficient grower would 
meet the lower level. This past year the processor price for the top 
grades and sizes was $1.75 per hundredweight with a substantial ton- 
nage being bought for less. Net result—plenty of red ink. Nineteen- 
hundred and fifty-seven was similar. 

The average cost of producing, harvesting, packing, packaging, 
selling, et cetera, a bushel container of apples for the fresh market will 
range from $2.50 to $3. I assure you that the majority of the fresh 
apple tonnage in 1957 and 1958 was, and is being, sold by growers at 
prices below cost. 

All of the proposals, to which we ret, would increase the pro- 
ducers’ costs, thereby resulting in further reducing his inadequate 
income, 
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ELIMINATION OF SEASONAL INDUSTRY AND FIRST PROCESSING EXEMPTIONS, 
7(b) (3) AND 7(C) 


We strongly oppose the elimination of modification of these two 
vital exemptions. 

Today, more than ever, the grower, more than the packer or proc- 
essor, is directly and vitally concerned with these exemptions. In 
the fruit industry, the grower receives the net from the sale price— 
be it f.o.b. shipping point or terminal market—after the expenses for 
transportation, packing, selling, et cetera, have been deducted. The 
producer pays the increased costs even though, in the first instance 
they may be paid by the packer. Elimination of 7(b) (3) and 7(c) 
would result in lower net returns to the grower. 

Fruits are highly perishable commodities. It is practically im- 
possible to handle, pack, store and/or process perishables in an 8-hour 
day, or 40-hour week and maintain the necessary quality and condi- 
tion and to “make the market.” 

The fruit must be handled as quickly and efficiently as possible and 
moved to storage or through the packing or processing line to market. 
The industry’s handling, packing and processing facilities are taxed 
to capacity at harvest time from mid-August to Mid-November, and 
elimination of these exemptions would impose serious handicaps on 
the growers and could conceivably force some out of business. 

Also we are confronted with the vagaries of weather which often 
causes peaks and valleys resulting in a need for more than an 8-hour 
day. 

Today, consumers want fruit of the highest quality and condition 
and they want it conveniently packed. This requires a substantial 
outlay of capital and a large work force. Both capital assets and 
labor must be used efficiently. 

A substantial portion of the Nation’s fruitgrowers find it more 
economical to have their fruit handled, packed, stored, and even 
sold through cooperatives, private custom packing firms, neighbors, 
private firms who pool the fruit, et cetera, who can make efficient full- 
time use of equipment and labor by performing these services for a 
large number of growers. 

Furthermore, under our changing and keenly competitive system 
of distribution, growers are finding it essential to “band together,” 
cooperatively or corporatively, to carry on the operations covered by 
these exemptions in order to make a sale. 

The distributors require a large continuous supply of high quality, 
well packed, uniform fruit of desirable varieties. It is just too costly 
and hazardous to seek supplies from hundreds of individual sources. 

In the apple industry, we produce a substantial tonnage of fruit not 
suitable for the fresh market due to color, shape, size, grade, or variety. 
This fruit must be processed. The processing industry has been and 
is expanding. owever, processed apples are one of the least expensive 
fruits, if not the least, on the market today. 

The consumer has shown considerable resistance to price. It is a 
highly competitive situation. Obviously the grower will bear the bur- 
den of increased labor costs if 7(b) (3) and 7(c) are eliminated. 

Elimination of these exemptions would discriminate against the 
small- and medium-sized growers. These growers, as stated earlier, 
are banding together for more eflicient use of equipment and labor. 
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Elimination of these exemptions would increase their labor costs. 

On the other hand, large growers who handle, _ store, and in 
some cases process only their own fruit, are completely exempt from 
the wage and hour provisions. ‘This inequity could force many 
growers out of production. 

The proposed amendments in S. 1046 relative to broadening the in- 
terstate commerce provisions, expanding coverage, and increasing the 
minimum wage can be summed up, in our opinion, in two words— 
namely, legislative inflation. 

As we read the bill, the combined effect of these proposals would 
result in practically any business (not specifically exempted) doing 
$50,000 worth of business annually being completely covered by the act. 

However, we understand through the newspapers that the backers 
of the bill are going to change it so that the cutoff figure will be 
$500,000. 

That’s a step in the right direction but, in our opinion, not enough. 
In rural towns all across this Nation there are thousands of retailers 
doing one-half million dollars’ worth of business annually. 

They will be covered under the proposal. Therefore, other busi- 
nesses and agriculture, and capecialiy our industry, will be forced to 
meet or exceed the minimum wage and overtime requirements in order 
to secure adequate labor, regardless of the economics of the situation 
or the productivity of the individuals. 

Again this would mean increased costs for the already financially 
insecure grower. 

It would also mean a further cost-price squeeze on the farmer be- 
cause the cost of the commodities and services he buys would be in- 
creased. 


BROADENING THE INTERSTATE COMMERCE PROVISIONS AND 
EXTENSION OF COVERAGE 


We strongly oppose the changes in the interestate commerce pro- 
visions and the extension of coverage as proposed in S. 1046. 

As we read the bill, the combined effect of these proposals would 
result in practically any business (not specifically exempted) doing 
$50,000 worth of business annually being completely covered by the 
act. 

S. 1046, in our opinion, expands the coverage of interstate com- 
merce beyond such coverage found in any existing Federal law. 

On February 25, 1957, James P. Mitchell appeared before this com- 
mittee and opposed proposals to broaden the interstate commerce pro- 
visions then being considered. Those proposals were in our opinion, 
not quite as broadening as the present ones. 

At that time Secretary Mitchell said: 


Under the Fair Labor Standards Act, the line of coverage must be drawn 
as precisely and definitely as it can be so that employers and employees may 
understand its application from the facts that they know. Wages have to be 
— each pay period and if the law applies it must be complied with at that 
ime, 

For this reason the current proposals to include new and indefinitely elastic 
boundaries in the act’s defintions of interstate commerce do not appear to be 
practicable. 

Of more critical important, to my mind, is the fact that these proposals would 
in effect obliterate any distinction under this law between interstate and intra- 
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state commerce. Uncertain or otherwise to start, in practical application the 
law would go on to cover virtually all enterprises and employees everywhere. 
Only the specifically exempt would not be required to comply. This is not my 
concept of the proper application of the commerce power in this field. 

This administration does not propose to extend this act to the millions of 
small, local businesses. To do this would place a burden on these businesses 
and might seriously curtail employment of the many employees who depend 
on the survival and growth of these businesses for their livelihood. Further 
it would raise grave questions as to the appropriateness of such action by the 
Government under Federal law. 

The present proposals would have a devastating effect on agricul- 
ture, and particularly our industry. Should they become effective, 
thousands of small businesses, such as dry goods stores, hardware 
stores, implement dealers, etc. all over the Nation would be forced to 
meet the minimum wage and overtime provisions of the act, regard- 
less of the economics or the productivity of the individuals. 

Agriculture and other rural businesses not covered would have to 
meet or exceed those conditions in order to secure an adequate labor 
supply. Again this means increased costs for the hard-pressed 
grower. 

It would also mean a further cost price squeeze on the farmer be- 
cause the cost and price of the commodities and equipment he buys 
would increase. 

THE MINIMUM WAGE 


We strongly oppose raising the present minimum wage standard. 

“Inflation” is the “red hot potato” facing the legislative and execu- 
tive branches of our Government today. The White House opposes 
raising the minimum because of the inflationary forces that would be 
brought into play by such action. 

We firmly believe that the country as a whole will be more eco- 
nomically sound with minimum rage legislation limited in scope and 
applicability. In our opinion, the forces of supply and demand and 
bargaining (individually and collectively) between the labor and man- 
agement should determine wages. 

It is only commonsense that workers and their representatives will 
seek to maintain the present wage differential between skilled and un- 
skilled workers. We believe such differentials should exist, for with- 
out these skilled workers, we would not progress. An increase in the 
minimum wage will only bring about a “legislative inflation” and a 
general increase in prices, leaving the worker where he is now in the 
economic scale. 

Furthermore an increase in the minimum wage may conceivably 
injure the class of workers it is designed to protect. An employer can 
only pay an employee a wage equal to his productivity if he is to re- 
main in business. If Government forces payment of wages above the 
productive worth of any employee, his services are automatically 
priced out of the market. 

Accordingly, we believe an increase in the minimum wage will re- 
sult in a general overall price increase, and especially will this be true 
of those commodities and services the grower must buy. 

This can only mean a further reduction of net income to agriculture 
and particularly to producers of perishables. We cannot hold our 
fruits and vegetables for any length of time awaiting a more favorable 
market for they are truly perishable. We must take what is offered 
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in view of supply and demand. _ On the other hand, our costs have 
increased materially in recent years. 

To stay in business we have been forced to use costly spray materials 
(some of them costing five times that of the chemical we were formerly 
using and many of them so selective in their action we are forced 
to use two to four chemicals in place of one), heavy expensive ma- 
chinery (one sprayer may sictell $6,000), and elaborate packaging 
materials. 

We would have no complaint if we could add these increased costs 
to our selling price. However, historically, such is usually not the 
case. 

We are especially alarmed concerning the extension of coverage 
to the food retailer. It is well known that the grower is receiving less 
and less of the consumer’s food dollar. 

In the first quarter of 1959 he received only 39 cents of that dollar 
as compared with 43 cents in 1955. Any factor leading to increased 
distribution costs can only mean a further spread between what the 
grower receives for his products and the retail price. 


RECOMMENDATIONS 


We respectfully urge your favorable consideration of S. 1874 which 
clarifies the definition of “agriculture” and defines “area of produc- 
tion” in a manner that more nearly meets our industry’s needs and, 
we believe, Congress intent. 


“EROSION” OF THE AGRICULTURAL DEFINITION AND EXEMPTION 


Over the years the agricultural definition and exemption have been 
carefully “eroded” by administrative action. The “erosion” has 
reached a point whereby an applegrower who produces 50,000 bushels 
of apples and who packs, stores, and sells only his own fruit, might 
easily be judged by the Administrator to be “agriculture” in the pro- 
duction end of his operation, but not within the Administrator’s in- 
terpretation of “agriculture” in the packing, storing, and selling part 
of his business. 

The Administrator in section 780.18, Subpart A—Agriculture, In- 
terpretive Bulletin (May 1956), lists the factors to be considered in 
determining whether or not any practices performed by a farmer or 
on a farm are “an incident to or in conjunction with such farming 
operations.” 

The present definition of “agriculture” in the act (sec. 3(f) ) includes 
preparation for market, delivery to storage, or to market, or to car- 
riers. The Administrator has eliminated these practices, in many 
instances, by interpretive action from the exemption. 

The “factors” listed in the interpretive bulletin include the size 
of the operations, amounts invested in land, buildings and equipment 
for the “regular” farming = rations versus the practices under ques- 
tion, the payrolls, the number of employees involved, the revenue 
derived, et cetera. , 

With today’s grading and ackaging requirements (the consumer 
demands everything table ready and of the best quality), the amounts 


invested by the aforementioned 50,000-bushel grower in buildings and 


41681—59——30 











444 TO AMEND THE FAIR LABOR STANDARDS ACT 


equipment for packing and storing may easily be double the invest- 
ment for production. 

Similar situations may easily exist in the question of payrolls and 
the number of employees involved in the production end as compared 
with packing and storing. 

Also in revenue derived. The cost of producing a bushel of apples 
today is about $1 to $1.25. Whereas the grading, packing, packaging, 
storing, and selling costs may run from $1 to $2 per bushel. Without 
the latter services the revenue derived would be small and more than 
likely sales would not even be made. 

S. 1847 clarifies the definition of “agriculture” by listing the prac- 
tices which are “incident to or in conjunction with” farming opera- 
tions. It restores Congress intent and realistically meets today’s needs. 
It would stop legislation by administrative fiat. 


DEFINITION OF “AREA OF PRODUCTION” 


In the past the Wage and Hour Administrator has recommended 
that Congress clarify what is meant by the term “area of production.” 

We heartily agree to the need and humbly submit that S. 1847 de- 
fines the term realistically, soundly, and fairly for both agriculture 
and labor. 

The need in our industry for a workable definition of the “area 
of production” is real and urgent. The present definition by the Ad- 
ministrator, based on mileage and population, is unrealistic and causes 
competitive inequities. 

The regulations, part 536 (promulgated by the Administrator) act 
further to aggravate the situation and, in our opinion, are not in line 
with Congress intent nor the needs of agriculture and the consumer. 
After all an “area of production” is a producing area wherever located. 
Today, with our improved roads, trucks, and handling and packing 
facilities, it is inconceivable that we restrict economic esc by legis- 
lation. 

The present definition curtails efficient operation and expansion of 
production and increases the growers’ costs (especially smaller grow- 
ers), and, conceivably, consumers’ costs. 

We spoke earlier of our changing competitive system of distribu- 
tion and the necessity to meet the distributors’ needs. Growers must 
band together to meet consumer and retailer requirements. Among 
other things the present “area of production” regulations, as used in 
section 13(a) (10), requires that 95 percent of the fresh fruits and 
vegetables come from sources of supply located not more than 15 miles 
from the plant. 

In many instances sufficient volume is not produced within the 
allotted distance. This requirement, along with the “population test,” 
causes real inequities in our industry and defeats the purpose of the 
exemption. 

For example, recently a group of growers wished to band together 
for the purpose of grading, packing, storing, and selling their fruit 
more efficiently and to meet today’s changing distribution system. 

They had selected an ideal physical location in “open country” area 
of production). However, in order to secure the necessary volume it 
meant securing supplies from sources more than 15 miles from the 
planned location. 
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Their plans failed because of the impossible obstacles to such agri- 
cultural practices attendant with coverage under the act and the dis- 
advantage they would have been under in competing with other areas 
that had concentrated supplies. 

Senator, for example, today we have a situation whereby a large 
retailer will require maybe 40,000 bushels of apples for a sale, and in 
order to get that amount of apples, why you are not going to get it 
within a 15-mile radius in many areas. 
=, 

SUMMATION 


In summation we strongly urge: 

1. No change in the interstate commerce provisions of the act. 

2. No extension of coverage. 

3. Nochange in the minimum wage level. 

4. No change i in the seasonal industry exemption, 7(b) (3), and no 
diminution of the “first processing” exemption, 7c) 

5. Favorable consideration of S. 1847 amending the definition of 

“agriculture” and the “area of production” and further clarification of 
the 7(c) exemption. 

We appreciate the opportunity of presenting our members’ views on 
the matters before the committee. 

Senator Kennepy. Thank you very much, Mr. Burrows. I appre- 
ciate your statement. 

The committee will give it a good deal of thought. The problem of 
seasonal work has been a matter of great concern since the Fair Labor 
Standards Act was passed in 1938. ~ Any action that we take we want 
to make sure that it is of assistance to all groups and is not self- 
defeating. So, you may be sure that we will take into consideration 
your statement. 

The subcommittee will meet this afternoon at 2:30 to hear Mr. 
Jacob Potofsky, Mr. Robert Garrison, Mr. James A. Suffridge, presi- 
dent, International Association of Retail Clerks, AF L-C1O.. 

The subcommittee will now recess. 

(Whereupon, at 11:15, the hearing was recessed to reconvene at 2 :30 
p.m. the same day.) 

AFTERNOON SESSION 


Present: Senator Kennedy (presiding). 

Senator Kennepy. The subcommittee will come to order. Our first 
witness will be Mr. Jacob Potofsky, president of the Amalgamated 
Clothing Workers of America, a distinguished leader of American 
labor and a distinguished citizen. 

It is a great pleasure for me in behalf of the Subcommittee on 
Labor to welcome you here today. 


STATEMENT OF JACOB POTOFSKY, PRESIDENT, AMALGAMATED 
CLOTHING WORKERS OF AMERICA, ACCOMPANIED BY MRS. 
ESTHER PETERSON, LEGISLATIVE REPRESENTATIVE, INDUS- 
TRIAL UNION DEPARTMENT, AFL-CIO 


Mr. Pororsxy. Thank you, Senator Kennedy. 
My name is Jacob Potofsky. I am president of the Amalgamated 
Clothing Workers of America. The 385,000 members of our union 
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make men’s apparel and are engaged also in the clothing service and 
retail trades. 

For 45 years, the amalgamated has represented workers in their 
endeavors to improve their living standards and working conditions. 
For more than 25 years, our union has had a deep and active concern 
with Federal minimum wage floors and their effects on the men’s ap- 
parel industries and on the earnings, job opportunities, and general 
welfare of the thousands of men and women employed in these in- 
dustries. 

As an organization, the amalgamated takes pride in its historic as- 
sociation with the conception, development and application of Federal 
minimum wage legislation. We are proud to have lent leadership to 
this important work during the dim days of the depression, when the 
National Recovery Administration played such a crucial role in the 
Nation’s economic recovery an, later, in the consideration and applica- 
tion of the Fair Labor Standards Act of 1938, which has made such a 
fundamental contribution to our economic growth, our economic sta- 
bility, and our economic democracy. 

Amalgamated members have an immediate and vital interest in the 
proposed amendments to the Fair Labor Standards Act. One of 
primary concern is based on the fact that our industries, as consumer 
goods industries, are intimately dependent on economic conditions in 
general and purchasing power in particular. 

It is our firm belief that a substantial increase in the Federal mini- 
mum wage will expand purchasing power where it is most needed and 
will do the most good, and thus strengthen our national economy. 

Secondly, the men’s apparel group includes some of the Nation’s 
traditionally low-wage industries. The workers in these low-wage 
industries are those who require an increase in the Federal minimum 
and will be directly affected by your deliberations. 

Although my major purpose here today is to present essential facts 
with regard to the application of a minimum rate of $1.25 an hour to 
the men’s apparel industries, I should like, before addressing myself 
to that specific matter, to state that. the amalgamated is unqualifiedly 
in suport of extension of coverage of the act. 

The Amalgamated Clothing Workers of America represents a con- 
siderable number of workers not now covered by the Fair Labor 
Standards Act, including custom tailors and workers employed in re- 
tail trade and in the laundry and cleaning and dyeing industries. 

We are filing a separate statement on the need for coverage under 
the Fair Labor Standards Act for workers in the laundry and cleaning 
and dyeing industries. (See p. 1077.) Others have treated the ques- 
tion of extending coverage to workers in retail trade. My own testi- 
mony, therefore, will not deal with coverage of the above-mentioned 
groups of workers or with the general problem of extension of cover- 
age. 

However, I do want to say, as forcefully as I can, that extension of 
coverage to millions of workers not now protected by the act is long 
overdue. 

Most of the workers without coverage are unorganized and cannot 
protect themselves through collective bargaining: Nor are they suffi- 
ciently protected by the inadequate state minimum wage laws. I 
cannot overstress the importance we attach to extending coverage of 
the act to these millions of workers now. 
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Before moving on to my major presentation, I should like also to 
say a word about Puerto Rico. 

In the interests of equity, and of achieving the objectives of the 
Fair Labor Standards Act, I urge—along with the 25 cents an hour 
increase in the mainland minimum from $1 to $1.25 an hour—a parallel 
increase of 25 cents an hour in Puerto Rican minimums. 

But there are others who will discuss these matters fully, and I shall 
now confine myself to the effects of a $1.25 minimum wage on the men’s 
apparel industries and shall point out why such a mimimum is neces- 
sary and feasible now. I shall present the essential facts and shall 
submit, for the subecommittee’s more leisurely study and for the record, 
a supplementary statement embodying a more detailed analysis. 

The essential facts are: 

(1) That a substantial increase in the Federal minimum wage 
is needed to improve the wage levels of the lower paid men’s 
apparel workers so that they may begin to approach a minimum 
standard of living ; 

(2) That a Federal minimum wage of $1.25 an hour will not 
result in undue increases in costs in the men’s apparel industries 
and will help to relieve unfair competition based on substandard 
wages; and ? 

(3) That, in the men’s apparel industries, past experience under 
the Fair Labor Standards Act has been favorable. 


THE WAGES OF THE LOWER PAID MEN’S APPAREL WORKERS ARE TOO LOW TO 
PROVIDE A MINIMUM STANDARD OF LIVING 


I am sure that your subcommittee is well aware that the policy of 
the Fair Labor Standards Act is the correction and, indeed, the ulti- 
mate elimination of labor conditions detrimental to the maintenance 
of the minimum standard of living necessary for the health, efficiency, 
and general well-being of workers. 

In this group, there should be no question that the preesent $1 mini- 
mum is not a realistic floor for a wage structure intended to accomplish 
the purposes of the act. 

Extensive analysis of living costs has been done by U.S. Bureau of 
Labor Statistics, which has—at a congressional] directive—developed 
the city worker’s family budget. 

This budget describes a modest but adequate standard of living for 
a typical family of four. It was last priced by the Bureau in October 
1951, when living costs were lower—by 10 percent—than they are 
today. 

But even at October 1951 price levels, the Bureau estimated that this 
modest. budget called for annual amounts of from $3,812 to $4,454 in 
the 34 cities for which it was priced. The average for the 34 cities 
came to $4,166 a year, or approximately $2 an hour. In terms of the 
pay envelope, this means that, in the lowest cost city, an American 
worker had to earn $1.83 an hour, 40 hours a week, every single week 
of the year—this, in order to support his family modestly. 

Where do the men’s apparel workers fit into this picture? All the 
recent wage studies of the Bureau of Labor Statistics indicate that 
relatively few men’s apparel workers earn enough to meet: what this 
official agency considers a modest living standard. 
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In March 1958 BLS found that 70 percent of the men’s suit and coat 
production workers were earning less than $2 an hour. 

In October 1956, 97 percent of the men’s shirt and nightwear pro- 
duction workers were found by BLS to be earning less than $2 an 
hour. 

And more than 99 percent of the work shirt production workers in 
the Southeast were found to have earnings of less than $2 by BLS in 
April 1957. It is apparent that a very great majority of the men’s 
apparel workers do not earn enough to meet. the Government’s own 
estimate of a “modest” living standard. 

If this is so, and if $2 an hour is the minimum required for a modest 
but adequate standard of living, you may well ask why I am urging 
the adoption of a rate ae 25 an hour. 

First of all, I believe that we must not lose sight of the objective of 
the minimum living standard, which is the heart. of the Fair Labor 
Standards Act. We must have clearly before us that the objective 
calls for earnings of at least $2 an hour. 

But at the same time I believe that an increase to $1.25 will be a 
realistic advance over the existing $1 an hour and will help substan- 
tially to bridge the gap between what the lower paid American workers 
have and what they ought to have. 

It is also true that, even in some of the low-wage industri les, a mini- 
mum of $1.25 could be put into effect: now without causing undue 
increases in cost. This is certainly the case with the men’s “apparel 
industries. 


THE EFFECTS OF A $1.25 FEDERAL MINIMUM WAGE ON THE MEN’S APPAREL 
INDUSTRIES 


THE EFFECT ON COST 


A Federal minimum wage of $1.25 an hour is not only necessary but 
feasible for the men’s apparel industries. In the men’s clothing in- 
dustry, the effect on cost will be negligible; in the cotton garment 
branches it w ill be slight. 

As for men’s clothing, we have been able to estimate the effect on 
cost at less than one-half of 1 percent. BLS wage studies of May 1958 
indicate that in the suit, coat, and overcoat industry, raising all the 
workers earning less than $1.25 an hour to $1.25 an hour would increase 
labor cost by only 1.7 percent, or approximately 14 cents for the 
average suit. It would raise total cost by only 0.4 percent. 

In men’s furnishings, work clothing, and allied garments, the May 
1958 BLS wage studies indicate that, as a result of the $1.25 minimum, 
the increase in labor cost would be 7.9 percent, and the increase in total 
cost would be 1.7 percent. 

Based on an earlier study of the dress shirt and nightwear industry, 
it is estimated that the increase in the labor cost of a typical dress 
shirt, as a result of the $1.25 minimum, will be approximately 6 cents. 

As far as the men’s clothing wor kers are concerned, they will benefit 
primarily from the greater demand for apparel which will result from 
the expanded purchasing power deriving from a nationwide wage floor 


of $1.25 an hour, rather than from the direct application of the 
minimum itself. 
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The cotton garment workers will also benefit from fortified con- 
sumer demand, but for them the impact of the $1.25 minimum will 
be more direct, since a substantial number of them are now earning 
less than $1.25 an hour. 

The wages in the cotton garment industries are much lower than 
in men’s clothing. These branches are not unionized to the same 
extent as men’s clothing, and a considerable number of workers have 
substandard wages. It is the unorganized workers who most need 
Government action to bring up their substandard wage levels. 

But I would be less than candid if I did not tell you that the con- 
tinued existence of these groups of nonunion workers at sweatshop 
wages represents an obstacle to raising the wages of unionized work- 
ers, and that those unionized workers still earning less than $1.25 
an hour would also benefit from Government action in this area. 

To return to the matter of the effect on cost of the $1.25 minimum 
in the men’s apparel industries, let me emphasize that, in these in- 
dustries, the effect would be very slight—less than one-half of 1 
percent in men’s clothing and less than 2 percent in men’s furnishings 
and work clothing. 

But in considering the cost factor in any industries in which there 
are sweatshop wages, I believe that we must face the problem squarely. 
It is those industries where an increased Federal minimum is most 
needed that the impact on cost will be greatest. 

There is no getting around this; we delude ourselves if we think 
otherwise. What we must do is balance the increase in cost against 
the basic needs and welfare of the workers in those industries and 
the government’s responsibilities under the Fair Labor Standards Act. 


UNFAIR COMPETITION 


It is the declared policy of the Fair Labor Standards Act to correct 
and as rapidly as possible to eliminate labor conditions detrimental 
to the minimum standard of living, which constitute “an unfair 
method of competition in commerce.” 

We, in the needle trades, know full well the threat to both employers 
and workers of unfair competition. 

Was it not in these very industries that the hateful terin “sweat- 
shop” was born? 

Healthy Sm is part of the lifeblood of the system of free 
enterprise we cherish in this country and we have plenty of competi- 
tion. But competition based on substandard wages, at the expense of 
the workers, is not healthy. It is pernicious. It threatens not only 
our standard of living but our national welfare in the broadest sense. 
This unwholesome and unconscionable kind of competition also hurts 
the fairminded employers who are paying decent wages. They are 
kept at a competitive disadvantage by the chiselers who exact their 
profits by condemning the families of their workers to living below or 
at the very margin of subsistence. 

There are at the present time a number of employers who recognize 
the desirability of the $1.25 minimum wages and would like to in- 
stitute it, but they are deterred from doing so by the existence of the 
sweatshop producers. Because of the unfair competition, they are 
afraid to adopt the $1.25 rate unless it becomes a matter of national 


policy. 
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The Fair Labor Standards Act was intended to correct unfair com- 
petition based on substandard wages. This intention should be carried 
out, and that calls for a substantial increase in the Federal minimum 
wage. The Government itself must establish a realistic wage floor 
to bring the wages of the substandard workers—who are largely un- 
organized and are unable to help themselves—up to a point where they 
more nearly approach a minimum of health adel decency than is now 
possible. At the same time, it would protect those employers who 


are paying decent wages from the unfair competition of the sweatshop 
chiseling producers. 


THE MEN’S APPAREL INDUSTRY’S PAST EXPERIENCE UNDER THE FAIR LABOR 
STANDARDS ACT HAS BEEN FAVORABLE 


At the time the original Fair Labor Standards Act was under con- 
sideration in 1937 and 1938 and again when the amendments which 
became effective in 1950 and 1956 were under consideration, there were 
those who held—and very vocally, too—the view that adoption of a 
nationwide wage floor would cause unemployment and have other 
disastrous consequences. 

We have seen, however, that none of these forebodings were justi- 
fied but that, on the contrary, the Federal minimum wage has been a 
positive boon to our economic well-being. 

In the men’s apparel industry, our own experience with the effects 
of the Fair Labor Standards Act has been most favorable. I am 
filing with the committee a statement which will provide the de- 
tails of this experience in the major periods of adjustment under the 
act, as well as the other matters which I have discussed today. 

Briefly, that experience shows that, during the three major periods 
of adjustment, not only did the average hourly earnings of the men’s 
apparel workers increase, but so did employment in these industries. 

It is important to note this, since the act itself states that its purpose 
is to be accomplished “without substantially curtailing employment.” 
Our experience has been that employment, rather than being curtailed 
in these periods, actually expanded. 

Because some of the men’s apparel branches are among the tradi- 
tionally low-wage industries, they have been the object of special study 
by Government agencies concerned with the effects of Federal mini- 
mum wage legislation. 

In an early study by the Department of Labor of the effects of the 
July 15, 1940, wage order on the cotton garment industry, it was 
found that, despite the fact that average hourly earnings had risen, 
“the story was uniformly one of increasing employment,” and that 
“by and large * * * the plants included in the survey made little or 
no changes in the methods, organization, or policies to effect an ad- 
justment to the higher minimum.” 

When the Department of Labor examined the effects of the 75-cent 
minimum of 1950 on the dress shirt and nightwear industry, it was 
found that, although the minimum, perforce, resulted in wage increases 
to the one-third of the workers earning less than 75 cents an hour, its 
effects were very minor with regard to wages at the upper end of the 
scale, employment, capital expenditures, and production, hiring 
policies, average weekly hours, or wholesale price indexes. 
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Later, when the Department of Labor studied the effect of the 
1956 increase in the Federal minimum to $1 an hour on the men’s 
shirt and nightwear industry, it found that average hourly earnings 
increased; interregional differences in earnings levels were sharply 
narrowed ; total employment was not significantly affected; and there 
was no effect on the incidence of supplementary wage provisions, such 
as paid holidays and vacations, and health msurance, and pension 

Jans. 

These studies were made by an official agency of the Government 
and were directed specifically toward investigating the effects of the 
Federal minimum wage. 

I do not think I need to underscore further that they confirm our 
own impression of favorable experience with the Fair Labor 
Seaneeds Act. 

Apart from these specific positive effects, however, I should like to 
point out that the men’s apparel industries have benefited in a sig- 
nificant way from the general effects of an increased Federal minimum 
rate. 

As consumer goods industries, these industries are directly and 
immediately responsive to changes in purchasing power. By setting 
wage floors which have expanded and maintained purchasing power, 
the act has fortified consumer demand. There is little room for doubt 
that a realistic increase in the Federal minimum at this time, with its 
wholesome effect on the national economy, will have a similarly 
beneficial effect on the consumer demand for apparel. 

This is particularly true for the low-income families for whom 
there is an immediate and direct relationship between income and 
apparel purchases. 

Our economy is geared to a mass production mass consumption 
policy and our future lies in growth and in an expanding economy 
that can only be accomplished by increasing the purchasing power 
over our lower paid workers throughout the country. 

I have tried to place before this subcommittee the essential facts, 
insofar as the men’s apparel industries are concerned, supporting 
the desirability and feasibility of enacting a $1.25 Federal minimum 
rate now. 

Such a minimum is needed if the men’s apparel workers are to ap- 
proach a minimum living standard. It can be brought about without 
undue increases in cost. It will help eliminate unfair competition 
based on sweatshop wages. Our past experience with Federal mini- 
mum wage legislation in these important consumer goods industries 
has been definitely favorable. 

The supplementary statement which I am filing at this time will 
substantiate those facts in detail. 

For more than 20 years we have lived under the Fair Labor Stand- 
ards Act. It has been and still is our national policy and an impor- 
tant instrumentality for strengthening and expanding our economy. 
In spite of the fears of those who opposed this important measure, 
we have seen our Nation grow to unprecedented wealth and our stand- 
ard of living to new heights. 

We have also seen that this act has provided an important cushion 
against some of our economic weak spots, for we are still a nation 
with “poverty in the midst of plenty.” 
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Despite our tremendous national income, many of our people do 
not have a decent wage. The present minimum cannot give them a 
decent wage. Despite increases in living costs, productivity, and 
general wage levels, we are still operating w ‘ith an inadequate minimum 
wage. 

A substantial increase in the minimum wage now would not only 
help the neediest families who are a drain on our economy and public 
institutions, but would also protect those fairminded employers, who 
are now paying fair wages, from the unfair competition of the sweat- 
shop producers. 

A higher Federal minimum wage would immediately be translated 
into purchasing power, since the low-income families’ dollar is never 
idle. 

This would stimulate production and employment and, in turn, aid 
the merchants, and farmers, and the middleman. A Federal minimum 
wage of $1.25 would be a step toward an American standard of living 
and toward strengthening our national economy. 

Mr. Chairman, for stability and progress, for the industries that I 
am associated with, and for the workers employed by these industries 
both union and nonunion, and for the good of the country as a whole, 
I respectfully urge that you recommend the adoption of S. 1046 known 
as the Kennedy-Morse bill. 

I thank you and I appreciate the time and the attention that you, 
Mr. Chairman, have given to me this afternoon. 

(The supplementary statement referred to follows :) 


SUPPLEMENTARY STATEMENT SUBMITTED WITH THE TESTIMONY OF JACOB S. Poror- 
SKY, PRESIDENT, AMALGAMATED CLOTHING WORKERS OF AMERICA, APL-OTO, IN 
SUPPORT OF A FEDERAL MINIMUM WAGE OF $1.25 AN HouR 


This statement is a supplement to the testimony of Jacob S. Potofsky, presi- 
dent of the Amalgamated Clothing Workers of America, before the Subcommittee 
on Labor of the Senate Committee on Labor and Public Welfare, in support of a 
Federal minimum wage of $1.25 an hour. It deals with the effects of a minimum 
of $1.25 on the men’s apparel industries and supports the union’s plea that such 
a minimum is necessary and feasible now. 

The essential facts are that (1) a substantial increase in the Federal minimum 
wage is needed to correct existing substandards of living among men’s apparel 
workers; (2) a Federal minimum wage of $1.25 an hour will not result in 
significant increases in costs in the men’s apparel industries and will help to 
relieve unfair competition based on substandard wages; and (3) in the men’s 
apparel industries, past experience under the Fair Labor Standards Act has been 
favorable. 


THE WAGES OF MEN’S APPAREL WORKERS ARE TOO LOW TO PROVIDE A MINIMUM 
STANDARD OF LIVING 





The finding and declaration of policy of the Fair Labor Standards Act of 1938 
states that it is the policy of the act to correct and as rapidly as practicable to 
eliminate labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for the health, efficiency, and general well-being of 
workers. There can be no question about the fact that the present $1 an hour 
Federal minimum wage is completely inadequate to serve as a realistic floor 
for a wage structure intended to correct such labor conditions. 

Studies of living conditions have been made by Government agencies for many 
years. Perhaps the most comprehensive work in this field was undertaken by 
the U.S. Bureau of Labor Statistics in 1945, under a directive of the Labor 
and Federal Security Subcommittee of the House of Representatives’ Appro- 
priations Committee. The city worker’s family budget, which the Bureau 
developed in response to this directive, is a budget for a family of four, con- 




















lie 
ho 


vn 


u, 


TO AMEND THE FAIR LABOR STANDARDS ACT 453 


sisting of an employed father, a mother, and two children under 15 years of 
age. 

This city worker’s family budget represents “the estimated dollar cost required 
to maintain this family at a level of adequate living—to satisfy prevailing stand- 
ards of what is necessary for health, efficiency, the nurture of children, and for 
participation in community activities. * * * This is not a ‘subsistence’ budget, nor 
is it a ‘luxury’ budget; it is an attempt to describe and measure a modest but 
adequate standard of living.” 

This budget was originally priced by the Bureau of Labor Statistics at March 
1946 price levels. It was priced most recently by the Bureau at October 1951 
price levels. The Bureau found that at October 1951 price levels, the estimated 
total annual cost of maintaining a family of four at a modest but adequate level 
ranged from $3,812 to $4,454 in the 34 cities studied, as indicated in table 1 on 
page 3. The average of all 34 cities was $4,166. When translated into the hourly 
wages needed to meet this budget, it is obvious that, in October 1951, even in the 
American city with the lowest cost, a worker would have had to earn not less 
than $1.83 an hour, 40 hours a week, for 52 weeks a year, in order to maintain a 
family of four at a modest standard of living. For the 34 cities, the arithmetic 
average hourly wage needed to meet this budget was, in fact, $2. At present price 
levels, higher earnings would obviously be needed to meet the city worker’s 
family budget because of the increase in the cost of living in the last 7 years. 


TABLE I.—City worker’s family budget, 34 large cities, October 1951° 





Total | Hourly 











Total Hourly | 
City } annual wage ||} City | annual wage 
cost of | needed? | cost of | needed 3 
| budget | | budget 

Washington, D.C : $4, 454 $2. 141 | Ce MI ode Sida gaasd $4, 185 $2. 012 
Milwaukee, Wis... -- ..| 4,387 | 2.109 || Minneapolis, Minn_____._-.- 4, 161 2.000 
Richmond, Va , = 4, 338 2.086 || Portland, Oreg.........-..-- 4, 153 1. 997 
Atlanta, Ga | 4,315 | DOre fi Teeenees WM: Ss -Ss cco Soc cccne 4, 146 1. 993 
Los Angeles, Calif | 4,311 | 2.073 || Buffalo, N.Y~.-..----.------- 4, 127 1. 984 
Houston, Tex... 4, 304 | 2.000 || St. Louis, Mo. ......-.....-.. 4, 112 1.977 
Seattle. Wash : 4, 280 | 2.058 || Cleveland, Ohio._.-....-..-. 4, 103 1. 973 
San Francisco, Calif iin | 4, 263 | 2.050 || Manchester, N.H-_--__--- 4, 090 1. 966 
Birmingham. Ala_..........-- | 4, 252 | 2.044 || New York, N.Y_-_..---- 4, 083 | 1. 963 
Baltimore, Md__--- 4, 217 | 2.027 || Philadelphia, Pa-_-_- eal 4, 078 | 1. 961 
Boston, Mass 4,217 | 2.027 || Savannah, Ga______- a 4, 067 1. 955 
Cincinnati, Ohio ; adze 4, 208 | 2. 023 Indianapolis, Ind__-_---- basil 4,044 | 1, 944 
Pittsburgh, Pa___ | 4,203 2.021 || Portland, Maine.............| 4,021 | 1. 933 
Jacksonville, Fla aes 4, 202 | 2.020 || Scranton, Pa ‘a aval 4, 002 1. 924 
Denver, Colo crcsecencef” QS) 4° SGP Meee. ce | 3,969 | 1. 908 
Detrott; Mish: ............4.) 4, 195 | 2.017 |} Kansas City, Mo........-.-.- | 3, 960 1. 904 
Memphis, Tenn__-_-_...--- 4, 190 | 2.014 \ New Orleans, La---.-.....-.--| 3, 812 | 1. 833 


1 Source: U.S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 1952, 
p. 521. 


2 Calculated by dividing the total annual cost by 2,080 hours, i.e., 40 hours a week, 52 weeks a year. 


When we say that an American worker needs $2 an hour, or $80 a week, or 
approximately $4,160 a year to provide a modest but adequate living standard 
for his family, what do we mean? It is easy, in citing figures, to lose sight of 
what these amounts mean in terms of the everyday living of the city worker’s 
family, on whose living standards the Bureau of Labor Statistics based its budget. 
Just how modest this standard of living is can be appreciated at once when one 
realizes that the budget allows a four-person family with two growing children 
less than 3 pounds a week of roasts, steak, chops, pork chops, and poultry and 
less than 2 quarts of milk a day. On this budget, the employed head of the 
family buys one heavy wool suit every other year and an overcoat every 6 
years; his wife buys two rayon dresses a year, one woolen dress every 5 years, 
and a heavy coat every 4 years. The allowances on some items of children’s 
apparel are such—rubbers or overshoes every other year, for instance—that 
some “hand-me-downs” are obviously required to fill the gaps, in view of the 
normal rate of growth of youngsters of these ages. The wife does all the cooking, 
cleaning, and laundry without any paid assistance. As for recreation, the 
budget permits two motion pictures every 3 weeks for the parents; one play, 
concert, or sporting event a year for each member of the family ; and the purchase 
of only one book a year for the entire family. This is the “adequate” standard 
which now requires a man to earn more than $2 an hour to meet it. 
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How do the earnings of the men’s apparel workers compare with the $2 an 
hour, or approximately $4,160 a year, which the Bureau of Labor Statistics 
considers necessary for a “modest” standard of living? All of the recent wage 
surveys of the men’s apparel industries made by the Bureau of Labor Statistics 
indicate that yery few men’s apparel workers earn enough to meet even this 
modest standard. 

In the past few years, the Bureau has made wage surveys in several branches 
of the men’s apparel industries. Table 2 on page 5, which shows the average 
hourly earnings and the percentage of production workers earning less than 
$2 an hour in these various branches, indicates that relatively few production 
workers in the men’s apparel industries earn enough to meet the cost of the 
Bureau's city worker’s family budget. 


TABLE 2.—Average hourly earnings and percentage of production workers earn- 
ing less than $2 an hour in various branches of the men’s apparel industries 


Percentage 








| | Of pro- 
Average | duction 
Industrial branch | Date of hourly workers 
| survey earnings earning 
| less than 
| $2 an 
| hour 
Mees Ge Dae” WATS GE GON "ns on oso oo eee March $1. 76 69.9 
1958. 
Men’s and boys’ shirts (except work shirts) and nightwear ?__-..... October 1.21 97.4 
1956. | 
Ie re SO Ci Cs ONE) 8 gn oo i oe cdc dcdcenncccanaccudel April 1957_ 1.11 99.6 


1 U.S. Department of Labor, Bureau of Labor Statistics, wage structure, men’s and boys’ suits and coats, 
March 1958, BLS report No. 140, p. 9. 
2U.S. Department of Labor, Bureau of Labor Statistics, studies of the effects of the $1 minimum wage, 


wage structure, men’s and boys’ shirts (except work shirts) and nightwear, February, April, and October 
1956, BLS report No. 116, p. 23. 


2 U.S. Depart rent of Labor, Bureau of Labor Statistics, studies of the effects of the $1 minimum wage, 
wage structure (in selected areas), processed waste, work shirts, April 1957, BLS report No. 124, p. 23. 


In the men’s and boys’ suit and coat industry, in March 1958, average hourly 
earnings were $1.76, and 69.9 percent of the production workers were earning 
less than $2 an hour. Moreover, in both the men’s and boys’ shirt (except work 
shirt) and nightwear branch, where average hourly earnings were $1.21 in 
October 1956, and in the work shirt branch, where average hourly earnings 
were $1.11 in the Southeast in April 1957,’ almost all production workers had 
earnings of less than $2 an hour, as shown in table 2. 

Thus, it is clear that by the Government’s own representation of a “modest” 
standard of living—which we have shown to be meager enough—men’s apparel 
workers do not earn enough to provide even this “modest” standard of living 
for themselves and their families. A substantial increase in the Federal 
minimum wage is needed to correct those labor conditions “detrimental to the 
maintenance of the minimum standard of living necessary for health, efficiency, 
and general well-being of workers.” 


THE EFFECTS OF A $1.25 FEDERAL MINIMUM WAGE ON THE MEN’S APPAREI. 
INDUSTRIES 


That a Federal minimum wage of $1.25 an hour is necessary for the mainte- 
nance of a minimum standard of living is beyond question. That such a min- 
imum is feasible, as regards its effects on costs in the men’s apparel industries, 
and that such a minimum will help alleviate unfair competition in these 
industries, are also supported by the facts. 


The effect on cost 


On the basis of a special survey made by BLS of earnings of factory workers 
in May 1958, and on the basis of data on labor cost and total cost reported by 


2 Although the April 1957 work-shirt survey covered only the Southeast region, it was 
used because the majority of the work-shirt workers are employed in that region and 
because the most recent wage survey for the larger work-clothing segment was made in 
July 1953, prior to the $1 minimum wage, and was therefore considered out-of-date. 
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the Bureau of the Census, it is possible to estimate the effect of a $1.25 minimum 
wage on total costs in the men’s apparel industries. Table 3 on page 8 outlines, 
for the men’s apparel branches, the calculation of the percentage increases in 
total cost resulting from increasing production workers earnings less than 
$1.25 an hour to $1.25 an hour. 

In the suit, coat, and overcoat industry, the percentage increase in total labor 
cost resulting from $1.25 minimum would be 1.7 percent, on the basis of the 
BLS wage survey. Since labor cost represents 26 percent of total cost in this 
industry, the percentage increase in total cost would be a mere 0.4 percent. In 
the furnishings, work clothing, and allied garments branches, the increase in 
labor cost would be 7.9 percent, and the increase in total cost would be only 1.7 
percent, if a $1.25 minimum were enacted. 

From the foregoing figures, it is evident that the effect of a $1.25 minimum 
on total cost would be negligible in the men’s clothing industry and that the 
effect, even in the traditionally low-wage cotton garment branches, would be 
less than 2 percent. 

At the same time, it is obvious that those who will be most affected by the 
increased minimum will be the employers now competing unfairly on the basis of 
substandard wages. 


Unfair competition 


A major finding of the Fair Labor Standards Act is that labor conditions 
detrimental to the maintenance of the minimum standard of living constitute 
an unfair method of competition in commerce, and it is the expressed policy 
of the act to correct and, as rapidly as practicable, to eliminate such conditions. 
If this intention is to be carried out, there must be a substantial increase in the 
Federal minimum wage. 


TABLE 3.—Calculation of estimated increases in costs resulting from increasing 
the wages of production workers earning less than $1.25 an hour to $1.25 an 
hour in the men’s apparel industries 


Men’s, youths’, 
Men's, youths’, | and boys’ fur- 
| and boys’ suits, | nishings, work 





coats, and over- clothing and 
coats | allied garments 
Data from the Bureau of Labor Statistics: ! May 1958 May 1958 
Total number of production workers... as ene 93, 000. | 277, 000 
Average hourly earnings ___ Fe ee ee ae een eeal $1. 76 $1. 27 
Estimated total labor cost per Weel es Gr ke et ag $163, 680 | $351, 790. 00 
Number of production workers earning less than $1.25 an hour_- 19, 344 | 169, 247 
{mount per hour needed to increase those earning less than $1.25 | 
to S188 3... . as $2, 790 | $27, 679. 23 
Resulting percentage increase in total labor cost __- ie waseksa 1.7 | 7.9 
Dats . from the Bureau of the Census: 3 1957 4 1957 
rotal labor cost (wages of production + if eae ip at $336, 000, 000 | $547, 000, 000 
Total cost (value of shipments) ________.-_-- ve -.-------| $1, 293,000,000 | — $2, 654, 000, 000 
lotal labor cost as a percentage of total 6006 t 4 oi isu. sbatcns 26.0 | 21.4 
Percentage increase in total cost resulting from increasing production | | 
workers earning less than $1.25 to $1.25 §____.......-_-- = onal 0.4 2 





!U.S. Department of Labor, Bureau of Labor Statistics, ‘Initial Report, Factory Workers’ Earnings; 
May 1958,’’ BLS Report No. 144, p. 17. 

2U.8. Department of Commerce, Bureau of the Census, “‘1957 Annual Survey of Manufactures, General 
Statistics for Industry Groups and Selected Industries: 1957, 1956, and 1954,’ series: M AS-57-1, p. 4. 

’ Excludes suit and coat findings. 

‘ Excludes cloth hats, hat and cap materials, and work shirts. 


‘ Obtained by multiplying the percentage increase in total labor cost by the total labor cost as a percentage 
of total cost. 


The BLS wage studies in the cotton garment group are interesting in this 
connection. In the shirt (except work shirt) and nightwear branch, although 
average hourly earnings were $1.21, a very large group of production workers— 
35.8 perce yere earning between $1 and $1.05 in October 1956, after the $1 
minimum was already in effect. As a matter of fact, 30.6 percent of the produc- 
tion workers were earnings between $1 and $1.01. In the workshirt branch in 
the Southeast, 33.8 percent of the production workers were earning between $1 
and $1.01 an hour in April 1957. The May 1958 BLS study of earnings in the 
men’s furnishings, work clothing, and allied garments industry showed 29.6 per- 
cent of the workers earning less than $1.05, when average hourly earnings 
were $1.27. 
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These figures indicate that the employers of a considerable number of men’s 
cotton garment workers were paying wages which were substandard when com- 
pared with even the low wages generally prevailing in these industries. These 
employers have apparently not voluntarily set wages comparable with those 
prevailing. 

That is why, if the Fair Labor Standards Act is to be effectuated in terms 
of present conditions, the Government itself must establish a realistic wage floor 
to bring the wages of those at substandard levels—those who are unable to help 
themselves—up to a more decent level than the present $1 an hour permits. At 
the same time, those employers paying decent wages will be afforded better 
protection from the unfair competition of the producers paying substandard 
wages. 


THE MEN’S APPAREL INDUSTRIES’ PAST EXPERIENCE UNDER THE FAIR LABOR STANDARDS 
ACT HAS BEEN FAVORABLE 


Since the enactment of the Fair Labor Standards Act of 1938, the men’s apparel 
industries have experienced three major periods of adjustment to Federal mini- 
mum wages under the act, the years from 1988 through 1941, the 1949-50 period, 
and the 1955-56 period. 

The original Fair Labor Standards Act established a nationwide hourly mini- 
mum of 25 cents as of October 24, 1938, to be increased to 30 cents an hour by 
October 24, 1939, and to 40 cents by October 24, 1945. Provision was made, 
however, for industry committees to set minimum rates up to 40 cents an hour 
at dates earlier than October 1945. Accordingly, in July 1940, a 40 cents 
minimum was estalbished for men’s and boys’ clothing, sportswear and other 
odds outerwear, rainwear, and leather and sheeplined garments, while rates of 
either 37% cents or 32% cents were set for other major men’s apparel branches. 
By the fall of 1941, however, the 40 cents minimum had also been adopted in 
these other men’s apparel branches. 

The first period of adjustment to Federal minimum wages under the Fair 
Labor Standards Act, then, may be said to cover the years 1938 through 1941. 
The second period of adjustment followed the amendments to the act enacted 
in 1949, which included a 75 cents minimum wage effective January 25, 1950. 
The third period of adjustment followed the enactment in 1955 of the $1 minimum 
rate, which became effective March 1, 1956. 

In the men’s apparel industries, experience with Federal minimum wages under 
the Fair Labor Standards Act has been extensive and favorable. Aside from the 
generally wholesome effect on these industries of the increased purchasing power 
and the fortified consumer demand for apparel which resulted from the nation- 
wide minimum, the specific data for the men’s apparel industries indicate that 
these industries adjusted favorably to the increased minimum wages. 

It is not surprising that increases in the Federal minimum rate should result 
in higher average hourly earnings, and this was, in fact, the case in the men’s 
apparel industries. But it is also important to observe what happened to 
employment immediately after the new rates went into effect not only because 
employment is a significant economic indicator but also because the act specifi- 
eally states its policy to be the correction of labor conditions detrimental to 
the maintenance of the minimum standard of living necessary for the health, 
efficiency, and well-being of workers, without substantially curtailing employ- 
ment. 

Table 4 on page 12 shows that in the three periods of adjustment to changes 
in the Federal minimum wage, not only did earnings increase, but employment, 
far from being curtailed, actually expanded. 

Between 1938 and 1941, the first period of minimum wage increases under the 
act, average hourly earnings in the men’s clothing industry (as it was then 
defined) increased from 58.6 cents to 63 cents, while the index of employment 
rose from 86.6 to 115.9. In the men’s shirt and collar industry, average hourly 
earnings moved upward from 38.2 cents to 44.1 cents, while the employment 
index rose from 115.9 to 131.4. It is significant that, at the same time that 
average hourly earnings were increasing in this period, employment expanded 
by one-third in the men’s clothing industry and by 13.4 percent in the men’s 
shirt and collar industry. 

In the second period of adjustment, 1949-50, average hourly earnings of 
men’s clothing workers moved from $1.345 to $1.361, while employment rose 
from 124,900 to 129,200, or 3.4 percent. In the men’s furnishings and work 
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clothing division, average hourly earnings increased from 92 cents to 99 cents, 


and employment showed a gain of 4.5 percent, from 249,300 to 260,600. 

Similarly, in the third period of adjustment, 1955-56, average hourly earnings 
of men’s clothing workers rose from $1.64 to $1.72, while employment increased 
3 percent, from 107,700 to 110,900. In men’s furnishings and work clothing, 
average hourly earnings increased from $1.13 to $1.24, while employment gained 
2.1 percent, from 285,600 to 291,500. 


TABLE 4.—Employment and average hourly earnings in the men’s clothing and 
men’s furnishings and work clothing industries, 1938-41, 1949-50, and 1955-56 * 





























Men’s clothing Men’s shirts and collars 
Year * 
Employ- Average Average hourly 
ment ! hourly Employment 2 earnings 
earnings Po 
toe errors cenititininmniventipsata 
| Percent | Percent 
ag ins fad Acad Rides seein | 86. 6 $0. 586 115.9 | $0. 382 
Oe gas wkeoeee See 100.0 | . 581 122 0 | . 394 
Wein 5 ceeknchsdhbarnees 99.9 | . 593 120.5 | -411 
lls cugienrnn sa 115.9 | 630 131.4 i 3.441 
| Mew -_— - —— — —— Oe 
| Men’s clothing Men’s furnishings and work clothing 
a san ee ae Oe ier 
Number of | Average | Number of production Average hourly 
production | hourly workers | earnings 
workers | earnings 
RE igicisunckoccecknbcicl | 124, 900 | $1. 345 249, 300 | $0. 920 
BR tut aecnadbeaeuinca | 129, 200 1. 361 | 260, 600 . 990 
We ac. | seced Rion) 107, 700 | 1. 640 | 285, 600 | 1. 130 
pee Ee eee en eee 110, 900 | 1. 720 | 291, 500 1. 240 


| | j 





1 Index: 1939=100. 
2 Index: 1923-25= 100. 
3 Average for 11 months. 


Sourees: U.S. Department of Labor, Bureau of Labor Statistics, Hours and a arnings in the United 
States, 1932-40 (with supplement for 1941), Bulletin No. 697, pp. 94 and 144; U. S. Department of Labor, 
Bureau of Labor Statistics, as reported by the U.S. Department of Commerc e, ‘Bureau of the Census, 
Statistical Abstract of the United States, 1942, p. 392; U.S. Department of Labor, Bureau of Labor Sta- 
tistics, as reported by the U.S. Department of Commerce, Office of Business Economics, in 1949 Statistical 
Supplement to the Survey of Current Business, pp. 59 and 77; U.S. Department of Labor Statistics 
Employment and Earnings, Annual Supplement Issue, May 1954, pp. 59 and 95 and Employment and 
Earnings, Annual Supplement Issue, July 1958, pp. 93 and 154, and monthly reports. 


Note.—Data for men’s clothing for the period 1938-41 are not comparable with data for the later years 
because different industrial branches were included in the definition of ‘‘men’s s clothing” in the earlier 
years than in the later years. For the years 1938-41, men’s clothing data included men’s, youths’, and 
boys’ suits, overcoats, trousers, slacks, washable service apparel, work clothing (except work shirts), and 
sport garments; for the years since 1949, men’s clothing data included men’s, youths’, and boys’ suits, coats, 
overcoats, and uniforms (military, policemen’s, firemen’s, etc.), and suit and coat findings. Men’s fur- 
nishings and work clothing, for all the years presented above, included the following items manufactured 
from purchased woven or knit fabric: men’s, youths’, and boys’ shirts, collars, and nightwear; underwear; 
neckwear; cloth hats and caps; hat and cap materials; separate trousers; work shirts; and work, sport. and 
other clothing not elsewhere classified. 


From the foregoing figures, it is obvious that, in the men’s apparel industries, 
employment not only did not suffer but actually expanded in the three periods 
of adjustment to increases under the Fair Labor Standards Act. 

The Department of Labor itself has, in the past, been concerned with the 
effects of increased Federal minimum wages on the men’s apparel industries, 
particularly those considered to be low-wage industries, and has made a number 
of “impact” studies to determine these effects. 

The Wage and Hour Division of the Department of Labor made a study of the 
effects of the July 15, 1940 wage order on the cotton garment industry, which 
included at the time “overalls, work shirts, washable service apparel, work 
pants, and other single pants.”* The Division noted that this industry “has 





*U.S. Department of Labor, Wage and Hour Division, “Raising Wage Minimums by Wage 
toee a eet of the ‘Wage and Hour Division for the Fiscal Year Ended June 80, * 
” pp 
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long had a reputation as a low-wage industry, and important sections of it con- 
stituted serious problems to the Federal Government in the field of NRA admin- 
istration and prison labor administration.” Studies of the industry were made 
in the spring of 1941 and revealed that “average hourly earnings generally had 
risen” between 1939 and 1941. Despite the increase in earnings, however, the 
Division reported: “The story is uniformly one of increasing employment. Be- 
tween the spring of 1939 and the spring of 1941 employment in the industry rose 
by 10.6 percent in the United States. Both the North and the South shared in 
this prosperity, the South to a greater extent than the North, having benefited 
by a 13.4 percent increase in employment as against an 8.9 percent increase for 
the North.” 

The Division noted in a further study on this problem that “by and large * * * 
the plants included in the survey (a study of the case histories of workers in 
27 cotton garment plants) made little or no changes in the methods, organization, 
or policies to effect an adjustment to the higher minimum.” 

Again, after the 75-cent minimum went into effect in 1950, interest was focused 
on the effects of the increased rate on low-wage industries. A study, Results 
of the Minimum-Wage Increase of 1950, reported on the economic effects of the 
increase in selected low-wage industries and establishments.© Among the five 
low-wage manufacturing industries examined was the men’s dress shirt and 
nightwear industry. According to this study, this industry experienced the 
following effects as a result of the 75-cent Federal minimum wage— 

1. The short-run direct impact of the higher minimum was to raise 
average hourly earnings of one-third of the plant workers from below to at 
least 75 cents. 

2. The short-run influence of the higher minimum on the upper end of 
the wage scale, that from $1.25 up, was negligible, even in the low-wage 
regions which otherwise experienced substantial adjustments. 

3. Employment in the industry was not much affected by the higher 
legal minimum. 

4. The effects on capital expenditures and production methods did not 
appear to be very substantial. 

5. The new minimum had only minor influence on hiring policies. 

6. Average weekly hours in the industry did not vary, except seasonally, 
during 1949 and 1950. 

7. Monthly wholesale price indexes for men’s and boys’ shirts and men’s 
pajamas indicate little or no price advance between July 1949 and June 
1950. 

In sum, then, it appears that while the 75-cent minimum had a significant and 
wholesome effect on the wage structure of the men’s dress shirt and nightwear 
industry, the higher minimum appeared to have had no determinable effects on 
nonwage variables in the industry. 

The Department of Labor again made an “impact” study of the shirt (except 
work shirt) and nightwear industry after the $1 minimum went into effect. 
Again, the experience proved to be favorable.6 The Department of Labor found— 

1. Average hourly earnings for nonsupervisory employees, as a group, 
increased 10 cents or nine percent between February and April 1956, re- 
flecting upward wage adjustments in a majority of the plants on or about 
the March 1 effective date. 

2. Interregional differences in earnings levels were sharply narrowed 
between February and April. 

3. The new minimum apparently had no effect on the incidence of sup- 
plementary wage provisions such as paid holidays, paid vacations, and 
health, insurance, and pension plans. 

4. Total employment was not significantly affected by the increase in 
the Federal minimum wage, fluctuating in a characteristic fashion with 
the industry’s production pattern. 

If past experience is to serve as any guide, as indeed it should, the experience 
in the men’s apparel industries, in the three major periods of adjustment to 


5U.8. Department of Labor, Wage and Hour and Public Contracts Divisions, “Results 
of the Minimum-Wage Increases of 1950,” pp. 47-62. 

®U.S. Department of Labor, Bureau of Labor Statistics, Studies of the Effects of the 
$1 Minimum Wage, Wage Structure, Men’s and Boys’ Shirts (Except Work Shirts) and 
Nightwear, February, April, and October 1956, BLS Report No. 116, p. 1. 
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changes in the Federal minimum wage, has been definitely favorable. This has 
been borne out by the effects of the changes in the low-wage men’s apparel 
branches. 

Senator Kennepy. Mr. Potofsky, from your experience in the union 
movement, how is the wage level arrived at in the noncovered 
industries ? 

The point has been made by some of the employer groups that 
these people are being paid pretty much on a productivity basis. 
That if you raise by law their wage from say $1 to $1.25 that you 
would cause unemployment because their productivity per hour only 
warrants a dollar wage. 

Can you give me your thoughts on this contention ? 

Mr. Pororsxy. I will give you my experience. We have been 
spending our lifetime in this for the last 40-odd years. In my ex- 
perience the minimum wage from the time it was introduced in 1933 
until the present has never caused unémployment. 

On the contrary, and I am speaking now from experience and 
without any geographical limitations. It has been said that it has 
yo a problem in the South. I deny that. I say that the minimum 

wage has helped the South economically more than any other region, 
and there has been no displacement. Siac this: Wages is not 
the total cost of the price of the garment. 

The labor cost altogether let’s say in the apparel industry, with 
which I am acquainted, will be roughly around 25 percent maximum. 

That is the total labor cost. Now when you get down to the wage 
level you will find that it will have no significant effect on the total 
cost. It will have a stabilizing effect, but it will not throw our 
economy out of gear. It will simply, as I said, help the economy. So 
that anybody that tries to create the impression—and I am not going 
to talk about the overhead and the markup and the retail costs. I 
understand my friend Mr. Suffridge is next and he will discuss the 
effect on the retail field. 

But on the manufacturing end I can tell you that today with regard 
to the apparel industry as compared with the basic industries of steel 
and automobiles, you will find that you can get shirts and clothing at 
a really ridiculously low price because of the competitive factors and 
because of the wage level that exists in our industries. 

So there need be no fear that there will be increased unemployment 
or that there will be a runaway situation as a result of the establish- 
ment of the dollar-and-a-quarter minimum. 

Senator Kennepy. The other point that has been made is that 
enactment of this bill would contribute to inflation, but I think your 
statement discussed that in some detail. 

I would not think that it would be these people at the bottom of the 
ladder whose wages might be affected somewhat who have contributed 
to inflation in this countr y, would you? 

Mr. Pororsxy. Senator, that is a very interesting subject matter, 
and a very close analysis ought to be made of the profits of some big 
industries. But when you talk about this—we are little industries. 
In my industry there are several thousand employers. In clothing, 
for instance, there are 1,300 manufacturers. The competition is keen. 
The industry’s earnings for an average period of 6 years has been 1 
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vercent of total sales. They are not in a position to raise prices and 
bri ing about inflation because of the keen competition. 

Now where does inflation appear? When steel gives an increase 
of $2 for labor and raises the prices $6 a ton and that affects American 
industry, that is a different story because that has a great deal of 
inflation in it. But in our little industries, where competition is so 
keen and where the earnings are low and the profits are low, there is 
no danger of inflation. 

I think it is all a bugaboo, and it has been used by those who are 
opposed to a higher living standard. 

Let me give you some facts and figures on this question of inflation 
as they affect our industries. 

The BLS Consumer Price Index showed an increase of 7.9 percent 
from February 1956 through March 1959. 

This overall increase was not large enough to be inflationary, and 
there are responsible authorities who claim that such an increase 
reflects healthy growth. Economists gene rally figure on the growth 
in our economy of about 3 percent per year, 7.9 percent over the period 
from 1956 to 1959 is not out of the way. 

But with regard to the Federal minimum wage, it is important to 
examine the consumer price index to see where the increases actually 
occur. Some of the largest increases were in components of the 
consumer’s price index in which the Federal minimum wage was not 
applicable or was only partially applicable, such as food where the 
increase was 8.2 percent, medical care where the increase was 13.7 
percent, personal care where the increase was 9.1 percent. By con- 
trast, apparel, which was strongly influenced by the Federal minimum 
wage, showed an increase of only 2 2.3 percent. 

The movement of the consumer price index has had more to do 
with the basic economic factors than with the Federal minimum wage. 

Now I can give you some more facts, but I can tell you that this 
thing of inflation, as it affects the needle industries, is all baloney. 
It does not affect us. It may affect the basic industries but not here. 
The prices of men’s apparel have increased scarcely at all. 

Senator Kennepy. I must say, Mr. Potofsky, I can see the need for 
unions after listening to some ‘of the testimony because of the great 
reluctance on the part of a good many employers to grant any in- 
creases in wages in any of these industries which would be affected by 
this bill. 

Is the opposition to any increase in the retail trade quite 
pronounced ? 

Mr. Pororsxy. If you want my honest opinion I think the em- 

ployers in our industry have been absorbing a little too much and we 
have been paying the price, whereas the large corporations who made 
fabulous profits have been garnering their profits, hoarding it and 
not passing it on to the consumers or not passing it on even to their 
stockholders. 

But that is not my immediate problem. I will say this: that as far 
as our industries are concerned, you find that the prices are low, the 
earnings of our people are relatively small, under $2, and the earnings 
in the industries that I am associated with have not been exorbitant 
either, unfortunately so. 
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Senator Kennepy. Thank you very much, Mr. Potofsky. We are 
delighted to have you. 

Mr. Pororsky. Thank you, Senator. 

Senator Kennepy. And I am very glad that Mrs. Peterson came 
with you too. 

Mr. Pororsky. Thank you. 

Senator Kennepy. The next witness is Mr. Robert Garrison, execu- 
tive vice president of Cluett, Peabody Co. 


STATEMENT OF ROBERT GARRISON, EXECUTIVE VICE PRESIDENT, 
CLUETT, PEABODY CO. 


Mr. Garrison. Senator Kennedy and gentlemen, I am Robert T. 
Garrison, vice president in charge of Arrow Domestic Division of 
Cluett, Peabody & Co., Inc. 

Senator KenNnepy. Would you tell me where your plants are? 

Mr. Garrison. In the States? 

Senator Kennepy. Yes. 

Mr. Garrison. We have plants in New York, we have plants in 
Pennsylvania, Georgia and Minnesota, and Massachusetts. 

Senator Kennepy. And Massachusetts. 

Mr. Garrison. Yes, sir. 

Senator Kennepy. I think I have been in your plant near 
Leominster. 

Mr. Garrison. Yes, sir. It is in Leominster. 

Senator Kennepy. I was there last fall and I was impressed by the 
morale of the people working there and the quality of people. 

Mr. Garrison. Thank you. We are very fond of our employees. 

Senator Kennepy. As [ understand it your plants are organized ? 

Mr. Garrison. Yes, sir, all of our plants have a contractual rela- 
tionship with the Amalgamated Clothing Workers of America, Mr. 
Potofsky’s union. 

Senator KenNnepy. Will you proceed then? 

Mr. Garrison. I am presenting this statement on behalf of a group 
of manufacturers producing men’s shirts, underwear, pajamas, neck- 
wear, handkerchiefs and ied products. 

In addition to my firm the group includes: 

The Manhattan Shirt. Co. 

F. Jacobson & Sons, Inc. 

C. F. Hathaway Co. 

Publix Shirt Co. 

Lustberg, Nast & Co. 

Troy District Shirt Co. 

Mr. Nirenberg & Sons, Inc. 

McGregor-Doniger Corp. 

Philadelphia Shirt & Pajama Manufacturers Association. 

These manufacturers operate factories in the following States: 

Georgia, Maine, Maryland, Massachusetts, Minnesota, Mississippi, 
New Jersey, New York, North Carolina, Pennsylvania, South Caro- 
lina, and Virginia. 

The companies for whom I speak are in favor a Federal minimum 
of $1.25 per hour for employees who have completed their training 
period. A lower minimum should be provided during the training 
period for inexperienced employees. ’ 
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The firms whom I represent account for a total employment in the 
shirt, pajama and related products industry of approximately 20,000 
production workers. 

We support a minimum of $1.25 per hour because we believe it is 
necessary to stimulate purchasing power among the lowest paid 
workers and because employers who pay fair wages should be pro- 
tected against the unfair competition of substandard wages. 

It is customar y for economists to classify men’s apparel as a neces- 
sity. But we in the industry have learned through experience that 
our product is a deferrable necessity. People are » naturally obliged 
to give priority to the purchase of food and shelter. 

If anything is left, and if medical expenses have not intervened, 
then they buy apparel. Invariably the needs of the children and the 
women are attended to first. Only then are shirts, pajamas, and 
underwear bought for the men. 

According to a study of factory workers’ earnings in May 1958, 
published by the Bureau of Labor Statistics in January 1959 (BLS 
Report No. 144) approximately 134 million workers, or about 15 
percent of all factory workers in the U nited States, were earning less 
than $1.25 per hour. These workers average $1.13 per hour. 

It is our firm conviction that today these workers cannot buy our 
products because of inadequate earnings, nor can they buy the prod- 
ucts of many other industries. We think that raising their wages to 
$1.25 per hour would make them better customers for the products 
of American industry and would help to create more job opportunities. 

We believe the resulting wage increase can be absorbed with little 
or no effect on prices. The same Bureau of Labor Statistics wage 
study shows that raising all of workers receiving less than $1.25 per 
hour to the $1.25 minimum would affect average hourly earnings of 
all production workers by less than 214 cents per hour. 

In percentage terms the effect would be only a small fraction over 
1 percent. We believe that such an effect would not be inflationary. 

We recognize that some increases to other employees might be re- 
quired because of narrowing differentials but this would probably not 
be sufficiently substantial to have a marked effect on wage levels. 

It is true that in the men’s furnishings industry there is a large 
percentage of production workers who earn less than $1.25 per hour, 
and it may very well be that the manufacturers who employ those 
workers may have to raise their prices to a reasonable level in order 
that their employees should earn a decent minimum wage. The com- 
panies for whom I speak all believe that this would have a beneficial 
effect on our industry and on the country asa whole. 

We have some employees who now earn less than $1.25 an hour and 
would therefore be affected by a $1.25 minimum. However, we be- 
lieve the salutary effects would justify the cost tous. It is natural to 
ask why we have not voluntarily adjusted our minimums to $1.25 per 
hour. The answer lies, and Mr. Potofsky touched on it, in competitive 
conditions. We cannot raise our minimums when others are free to 
pay their workers $1 per hour. 

If we were to do this we would invite self-destruction. It is an in- 
teresting and perhaps an astonishing fact that the retail price of men’s 
shirts is 3 percent lower today than in the 1947-49 base period used 
by the Bureau of Labor Statistics in measuring changes in consumer 
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prices. The price of men’s pajamas is 9 percent lower and the price 
of men’s woven shorts is 2.5 percent lower. These are official Bureau 
of Labor Statistics figures. 

This reflects an unhealthy condition brought about by competition 
based on the payment of substandard wages. 

We firmly believe that honest competition between business enter- 
rises should not be conducted at the expense of employees. That 
is destructive competition, unworthy of the free enterprise system. 
There are many areas in the conduct of a business where competition 
can play a constructive role; efficient management, imaginative mer- 
chandising, aggressive selling, modernization of machinery, modern 
production methods, ete. We should not reward the employer who 
competes by paying less than a fair minimum. If we require every- 
one to pay not less than $1.25 per hour we will bolster purchasing 
power and eliminate competition based upon substandard wages. 

As long as the legal minimum remains at the low figure of $1 per 
hour, it will continue to be possible for substandard manufacturers 
to provide the worst kind of unfair competition to be legitimate and 
efficiently operated units of the industry. 

This competition tends to drive down wage standards for the en- 
tire industry. The competition of the substandard manufacturer is 
based solely on the payment of low wages, not on efficient manage- 
ment, sound merchandising, and the like, and I submit that this is 
unhealthy. 

I think it is df interest to note that weekly benefit amounts under 
unemployment insurance laws are bing increased in most of the States 
until today benefits are as high as $45 per week in some States. 

Many of the States are raising unemployment insurance benefits 
this year and it is safe to say that they must have acted on the basis 
of studies showing the need for higher benefits. 

Fourteen States pay benefits of $40 or more per week. This is 
equal to the present Federal minimum wage of $1 per hour for a 40- 
hour week. It seems self-evident that we must have a minimum wage 
rate which is higher than the unemployment benefit rate or we put a 
premium on not taking available jobs. 

Under the Fair Labor Standards Act employers are permitted to 
employ learners at less than the established minimum during a training 
period. ‘The law requires an employer to apply for a certificate au- 
thorizing the employment of learners. This procedure has proved 
satisfactory in the past and should be continued if a $1.25 minimum 
is enacted. 

I have here letters from 14 manufacturers that I would like to 
submit for the record, to Senators and Congressmen, urging adoption 
of a $1.25 minimum. 

Senator Kennepy. Fine. 

(The letters referred to follow :) 


SANDS Point, N.Y., March 4, 1959. 
Hon. Ivor D. FENTON, 
Congress of the United States, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN FENTON: We are deeply troubled and sorely beset because 
of the disparity in wage rates between the North and the South. Charles 
Rabin & Co., Inc., as an employer of almost 300 people in Frackville, Pa., we 
find that competition with the nonunion shops of the South has cut down our 
payroll by almost 100 employees in the past 5 years. 
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You no doubt are aware of the crucial unemployment situation in the Schuylkill 
area. With this in mind, we sincerely urge you to throw your weight behind 
the raising of the minimum wage requirement to $1.25 per hour. 

This would tend to give my plant more opportunity in competition with 
southern manufacturers with a probable increase in the number of our employees 
at Frackville. 

If this minimum wage increase is not made effective within the very near 
future, I am sorely afraid Frackville and others close by will be compelled 
to close down their production faciilties and further aggravate the serious 
unemployment problem plaguing our section of Pennsylvania today. 

Very truly yours, 
CHARLES Rapin & Co., INC., 
FraNK Horowitz, President. 
Similar letter sent to Congressman Derounian. 





FRANKLIN SQuARE, LonG Istanp, March 4, 1959. 
Hon. STEVEN B. DEROUNIAN, 
Congress of the United States, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN DeROUNIAN: Because of discussions with business people 
both in Nassau County as well as outside, I find a very serious problem exists 
because of the disparity in wage rates between the North and the South. 

A number of employers both large and small in the category to which I have 
just referred, have told me that because of competition with nonunion shops in the 
South, their payrolls have been considerably curtailed. You, yourself, are no 
doubt aware of unemployment which exists today, particularly in Long Island, 
where, because of the higher labor costs, manufacturers are unable to meet com- 
petition, causing plants to close down and employees released to swell the rolls 
of the unemployed. 

With this in mind, I sincerely urge you to throw your weight behind the 
raising of the minimum wage requirement to $1.25 per hour. This would tend 
to give plants in Nassau County, as well as other sections, more opportunity to 
meet competition with southern manufacturers with a probable increase in the 
number of employment opportunities in Nassau County. 

If this minimum wage increase is not made effective in the very near future, 
I do feel that there will be serious unemployment problems in Nassau County as 
well as the rest of Long Island and other parts of the North. 

I again urge that you throw your wholehearted support to see that there is 
no further delay in a Federal law being passed to raise the minimum wage rate 
to $1.25 per hour. 

Respectfully, 
CHARLES RABIN Co., INC., 
LIONEL MARCUS. 


Pusiix Surrr Corp., 
New York, N.Y., March 12, 1959. 
Hon. Josern S. CLARK, 
U.S. Senate, Washington, D.C. 


Dear Str: As the president of the Publix Shirt Corp., I am writing this letter 
to you on my own behalf and as the spokesman of our employees. I feel that I 
fully represent them in addressing myself to you with regard to the proposed 
$1.25 per hour minimum wage. 

We employ 272 people in Gallitzin, Pa., 274 people in Myerstown, Pa., and 687 
people in Hazleton, Pa., a total of 1,231 employees. Our industry has tradi- 
tionally been one of the lower paid ones in our national economy compared to 
all over industrial wages. As is so often the case, it is impossible for any one 
firm to rectify this by individual action due to competitive factors within the 
industry. 

It is my strong conviction that every American worker is entitled to a minimum 
of $1.25 an hour on a national basis. We all know the story of the cost of living 
today, and I want to urge you, as strongly as I can, to vote for and to use your 
good offices to get us a more realistic wage bill—one which would guarantee 
every worker $1.25. 
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I do not feel that this would in any way be inflationary, but rather that it 
would help that segment of our population who are hurt the most by high prices, 
and that the resultant increase in their purchasing power would not only benefit 
them as individuals, but would also greatly aid in maintaining the strength of 
our national economy. 

Respectfully yours, 
Suerpon Berpon, President. 

Similar letters were sent to: Hon. Hugh D. Scott, Estes Kefauver, Albert 
Gore, Kenneth B. Keating, Jacob Javits, John V. Lindsay, Tom Murray, John 
P. Saylor, Daniel J. Flood, and Walter M. Mumma. 


Marcu 31, 1959. 
Hon. JOSEPH CLARK, 
Senate Building, Washington, D.C. 

Dear Sir: I am writing to you as the head of one of the industrial firms 
in Montgomery County in regard to the Senate bill S. 1046, as we feel this re- 
quires immediate consideration and you are our elected representative to help 
keep all industry in our community. 

We cannot stress too strongly, the great importance in having the minimum 
wage law adjusted to the new provisions of the above-noted bill, as the substand- 
ard wages in other parts of the country is making it more and more difficult to 
continue operations in our section of the country. We find that this wage differ- 
ence between the minimum wage as now on the books and our average hourly 
rate is a prime factor which causes us to lose substantial business continually 
because of the substandard in other sections of the country. As you probably are 
aware the net difference of average wage rates between ourselves and other locale 
times the number of hours that is required to manufacture a given product is this 
difference between doing business and not doing business. 

We also feel that due consideration should be given to expanding and extending 
present coverages so that again many industries will be duly covered and allow 
the very lowest of income personnel to have a higher buying capacity for the 
necessities of everyday living. 

We also would like to call to your attention that we feel that the unfair com- 
petition that has been given to Puerto Rico has caused unnecessary burdens on 
our particular industry, namely the needle trades, rather than just our own 
local plant. We think that they have been given sufficient time and money, 
know-how and all the other important aspects of help in economy that was in dire 
need of aid, however we think that the time is now over and that if they get all 
the rights and privileges that we do they should certainly live under the same 
laws and competition. 

We would appreciate your giving this your immediate attention at the hearings 
so that the above-noted bill can be acted upon by the entire Congress with as 
much speed as possible. 

Our many thanks for the kind consideration to our letter and we would appre- 
ciate hearing from you at your convenience as to what action you are taking 
on this bill. 

Very truly yours, 
SACKMAN Bros. Co., 
Rapa L. TricHon, 
President. 


Letter also sent to: Senator Hugh Scott and Congressman John Lafore. 





TELForRD, Pa., April 14, 1959. 
Hon. JosePH CLARK, 


Senate Building, Washington, D.C. 


Dear Str: I am writing to you as the head of one of the industrial firms in 
Montgomery County in regard to the Senate bill S. 1046, as we feel this requires 
immediate consideration and you are our elected representative to help keep 
all industry in our community. 

We cannot stress too strongly the great importance in having the minimum 
wage law adjusted to the new provisions of the above-noted bill, as the sub- 
standard wages in other parts of the country are making it more and more dif- 
ficult to continue operations in our section of the country. We find that this 
wage difference between the minimum wage as now on the books and our 
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average hourly rate is a prime factor which causes us to lose substantial 
business continually because of the substandard wages in other sections of the 
country. As you probably are aware, the net difference of average wage rates 
between ourselves and other locales times the number of hours that is required 
to manufacture a given product is this difference between doing business and 
not doing business. 

We also feel that due consideration should be given to expanding and 
extending coverages so that again many industries will be duly covered and 
allow the very lowest of income personnel to have a higher buying capacity 
for the necessities of everyday living. 

We also would like to call your attention that we feel that the unfair com- 
petition that has been given to Puerto Rico has caused unnecessary burdens 
on our particular industry, namely the needle trades, rather than just our own 
local plant. We think that they have been given sufficient time and money, 
know-how, and all the other important aspects of help in economy that was 
in dire need of aid; however, we think that time is now over and that if they 
get all the rights and privileges that we do they should certainly live under the 
same laws and competition. 

We would appreciate your giving this your immediate attention at the hear- 
ings so that the above-noted bill can be acted upon by the entire Congress with 
as much speed as possible. 

Our many thanks for the kind consideration to our letter and we would 
appreciate hearing from you at your convenience as to what action you are 
taking on this bill. 

Very truly yours, 
HERMAN ISKIN & Co., INC. 

Letter also sent to Senator Hugh Scott and Representative John Lafore. 


Marcu 30, 1959. 
Hon. WILLARD S. CURTIN, 


House Office Building, Washington, D.C. 


Dear Mr. Curtin: Bill No. H.R. 4488 is now before the House Labor and 
Education Committee. This bill is extremely important to both labor and 
management. Consequently, I am taking this opportunity to write you urging 
its immediate passage. The bill provides for an increase in the minimum wage 
rate from $1 to $1.25 per hour. My primary interest in trying to secure a 
minimum wage of $1.25 would be to offset the competition that I am currently 
experiencing from the South. Undoubtedly it has been brought to your atten- 
tion that the wage rates paid in the South, particularly in the textile and 
apparel fields, are much lower than the wage rates currently being paid in 
the North. I also feel that this bill will help to cffset some of the fringe 
benefits that we are currently paying in the North, in the form of insurance 
and retirement benefits, which are not being paid by our competition. 

Provision No. 2 which calls for expanded coverage in the form of retail 
workers and other occupations of that type should be covered by the minimum 
wage. This will, of course, work to our benefit in that it will increase the 
wage level of all of these groups, plus providing additional income which will, 
of course, be spent on consumer goods and will indirectly benefit our industry. 

The final provision of this bill which calls for the same increase to be applied 
to Puerto Rico. I am quite certain you can see why I would advocate passage 
of this provision. The same unfair competition that we are experiencing from 
the South is even more predominant from the items of apparel that are made 
in Puerto Rico. And anything that can be done to put their products on the 
same wage structure as the products being made here in the North we feel will 
help our competitive position. 

It is our firm opinion that the $1 minimum at the present time is inadequate 
and that the cost of living today requires a minimum wage of $1.25 for all 
workers. In view of the aforementioned reasons, then, we must ask your whole 
hearted support of this measure and hope that you will be able to use your 
influence with the House Labor and Education Committee members so that 
they may commence hearings on this bill as quickly as possible. 

May we express our sincere appreciation for the efforts we feel you will put 
forth in our behalf. 

Very truly yours, 
EAGLE-FREEDMAN-ROEDELHEIM CO., 
Barry BoonsHart, Vice President. 
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Hon. STUYVESANT WAINWRIGHT, 
House of Representatives, Washington, D.C. 

Dear Stuy: After several years of pressuring our union to do something 
about the unfair competition we are up against from the South, they advise 
me that they planning on calling on you in the near future. 

We have been one of the leading sewing plants in Suffolk County for over 
39 years. We presently employ over 200 people in our Huntington plant in 
one of the most modern factories in the country. Our factory picture is used 
by several town, county, and State chambers to attract industry to our lovely 
part of the country. 

It has become increasingly difficult to compete with the South and we can 
show concrete instances reported from all over the country where we have 
been undersold by southern competition. One of our most recent experiences 
of this nature came when we lost the Jchnson & Johnson account to a Georgia 
company who not only were paying the bare minimum but had people on 
learners permits and who had people begging to work for the $1 per hour. 
This Johnson & Johnson business amounted to 20 percent of our gross volume. 

You are well aware that we cannot hire at anything near this figure, and 
it is with this in mind that we encourage you to lend your active support to 
the institution of the $1.25 minimum. 

We know that you will receive our union representatives from the Amalga- 
mated Clothing Workers of America, Local 169, when they call on you. We 
hope you will do everything in your power to help us by alleviating this situation 
so we may continue to expand and employ more and more people in Suffolk 
County. 

Please stop in to see us on your next visit home. 

Kindest personal regards. 

Very truly yours, 
Superrorn SurGicat Mre. Co., INc., 
————. , Executive Vice President. 


FEBRUARY 24, 1959. 
Congressman JOHN A. BLATNIK, 
House Office Building, 
Also to— 
Senator Husert HUMPHREY, 
Senator EvGENE McCARTRY, 
U.S. Senate, Washington, D.C. 


DEAR CONGRESSMAN BLATNIK: There is before both Houses of Congress a bill 
pending changes in the minimum wages of employees. I believe the new 
proposal is for a $1.25 minimum. 

Our particular industry is the apparel industry. Historically, it has been 
an industry in the lower wage category. However, our firm has always been 
for a higher minimum wage. The basic reason for it is that we have had a 
union shop contract with the Amalgamated Clothing Workers of America union. 
This contract has been, by and large, the leading contract in the men’s apparel 
industry. Through the years in the negotiations by the Amalgamated and our 
company, we have tended to establish a higher wage level than other competitive 
firms, many of which are nonunion. At times the lower wage cost level of the 
other firms have placed them at a competitive advantage and we have suffered 
for it. It is our belief that the higher minimum wage will tend to insure more 
employment and more stability of employment for our employees. That is why 
we supported the $1 minimum wage bill several years ago, and that is why we 
as a firm are supporting, in all areas where we operate, the new proposed mini- 
mum wage of $1.25 per hour. 

We have plants located in Massachusetts, New York, Pennsylvania, Maryland, 
Georgia, and Minnesota. At all of these States, we are urging our local 
Representative and Senator to support the proposal for the $1.25 minimum 
wage law. 

Very truly yours, 
CLUETT, PEABODY Co., 
F. A. MANCINA, 
Regional Manager. 
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MARCH 20, 1959. 
Congressman DANIELS, 
Washington, D.C. 


DEAR CONGRESSMAN DANIELS: We have been confronted with a problem of 
competition on manufactured garments brought in from Puerto Rico. We 
understand that the minimum wage paid in Puerto Rico is a good deal less than 
ours. As a result they are able to produce the same type of merchandise we 
manufacture at considerably lower costs. 

We feel that it would be only fair that the minimum wage in Puerto Rico 
be the same as the minimum wage in the United States. Anything you can do 
to bring this about will be appreciated. 

There is another problem which should be given consideration, although it 
does not directly affect us. It would be an excellent idea if the social security 
laws would be changed so that all workers were included. We understand that 
certain large groups are not covered by social security and employees from 
such groups are thrown upon the mercy of the communities in many instances 
when they become unemployed or retired. It certainly would be good for the 
country as a whole to have all employees covered by social security. 

I sincerely hope that you will use your best efforts to place into law the 
two problems mentioned above. 

Very truly yours, 
JACOBS BRos., 
Louis JACOBS. 


Marcu 6, 1959. 
Hon. THomas C. HENNINGS, 
Senate, Washington, D.C. 


Str: It has been brought to our attention that the Senate is now considering 
a minimum wage bill of $1.25 per hour. It is the opinion of the officers of our 
corporation that this bill should be passed. 

We feel that $1.25 is a more realistic minimum wage as it brings certain 
classes of industries a little more in line with industries who have been able to 
pay a considerably higher wage scale, due to the fact that they command larger 
profits, can obtain higher prices because of their economic position, by working 
on strategic materials are able to obtain excellent prices, or have agreement 
with unions in fields that are nearly 100 percent organized where all companies 
are on the same labor cost basis. 

Our industry (clothing) which has thousands of different companies in large 
cities and small villages, some union and many nonunion, are competitive to 
the point of minimum profits and are near the bottom of the wage scale. This 
is despite the fact that the people employed in this industry are as skilled, and 
work as hard, as truckdrivers, assembly-line workers, and various other occu- 
pations who earn considerably more money. 

We, therefore, feel that by raising the minimum to $1.25, these people will 
be in a more equitable position with their fellow workers. 

We would be pleased if you voted for this bill. 

Very truly yours, 
PRAIRIE MANUFACTURING Co., 
BuRTON GALE. 
Similar letter also went to Senator Stuart Symington. 


Marcu 18, 1959. 
Senator Stuart SYMINGTON, 
Senate Office Building, 
Washington, D.C. 


Deak SENATOR SYMINGTON: There has been much discussion pro and con re- 
garding an upward adjustment in the Federal minimum wage. 

We are manufacturers of men’s wearing apparel in the States of Missouri, 
Arkansas, Georgia, and Tennessee. Unfortunately the wearing apparel indus- 
try, especially the single garment manufacturer, has been engaged for many 
years in a low price, low protit field. Merchandising price points have been set 
historically at an unrealistic position for many years. These price points are 
constant regardless of whether or not wages increase or the basic components 
of the articles are increased because of scarcity on the commodity or the mar- 
kets, or because of wage increases which affect the components indirectly. 
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The industry because of its inherent price squeeze has not been able to pay its 
employees in the top or middle wage brackets. It has for years had to compete 
with manufacturers who have paid only the minimum wage to the so-called 
captive labor force in isolated areas. We who have had to compete for labor 
in areas where other industries are employing female workers have found our- 
selves at a distinct disadvantage. Although we have contracts with the Amal- 
gamated Clothing Workers of America we still are unable to attract the type 
of factory help which we desire. 

We generally believe that an increase in the minimum wage to $1.25 per hour 
would not work a hardship on anyone in the industry inasmuch as all prices 
would be affected on a national scale. An increase in the minimum wage would 
also cause the resetting of some of the historical price points mentioned above. 
A higher minimum wage, in my estimation, would allow us to compete in 
prosperous labor markets for the type personnel necessary to carry on our 
business. 

We would sincerely like to see you get behind this move for an increase in the 
minimum wage and give it your support in the immediate future when it comes 
up on the Senate floor. 

We would appreciate hearing your comments on the above matter. 

Very truly yours, 
OBERMAN MANUFACTURING Co., 
E. B. BuT LER, 
Vice President. 

Similar letters also sent to Senator John McClellan, Senator J. W. Fulbright, 

and Senator Thomas C. Hennings, Jr. 


This letter sent to Representative Joseph Martin, Senator Leverett Salton- 
stall, and Senator John F, Kennedy. 

FEBRUARY 28, 1959. 

DEAR Str: We respectfully recommend that you support legislation to estab- 
lish a $1.25 minimum wage. 

We think the current economy of our Nation can afford a $1.25 minimum 
wage with the related additional costs it would create. While the economic 
level of the Nation has risen substantially in the past few years, the price 
of products in our industry has actually been going down. In our present 
economy, the consumer could and would pay slightly higher prices for products 
in our industry, if this permitted for better and more equitable wages. 

Our firm attempting to support this minimum, alone, would find itself in a 
noncompetitive position from a cost angle and be unable to exist. If everyone 
paid this $1.25 minimum, it would bring our industry and its employees to a 
level more in keeping with the present economy of the Nation. 

Respectfully submitted. 

SHELBURNE Surrt Co., Inc. 
SeyMour EPSTEIN. 


S. C. TuTrLEMAN & Co. 
Quakertown, Pa., April 23, 1959. 
Hon. Huen Scorrt, 
U.S. Senator 
Senate Office Building, Washington, D.C. 


Dear Str: There is under consideration in the Congress the Kennedy-Morse- 
Roosevelt bill to raise the minimum wages of industrial workers from $1 to 
$1.25 per hour. I am in favor of this measure and urge you to vote for its 
passage. 

Industry in Pennsylvania is in danger of slow extinction because of the com- 
petition of those areas in our country which are able to secure workers willing 
to be hired for the minimum wage and even less. Our industry, shirt manu- 
facturing, has suffered for many years because the Southern States have a wage 
differential that has reduced our productive capacity as well as our markets. 

By raising the minimum we can expect that all areas will afford all workers 
at least a subsistence level of earnings and in turn will enable us in the north 
to compete at a more equitable level, Furthermore, the general purchasing 
power of the Nation’s workers will be enhanced thereby widening the market 
for all products. 








470 TO AMEND THE FAIR LABOR STANDARDS ACT 


We also feel that due consideration should be given to expanding and extend- 
ing the coverage so that again many industries will be duly covered, allowing the 
lowest of income earners an increased buying power for the everyday necessities 
of living. 

From a humanistic position this is an even more important bill; our position 
as world leader of the Democratic nations obligates us to provide for our people 
the most that our natural resources and industrial capacity can supply. Our 
workers are energetic and intelligent, as much so in the South as in other areas, 
Why not enable them all to live a worthwhile life by granting them the oppor- 
tunity to earn a decent livelihood. 

Yours very truly, 
STANLEY C. a EMAN. 

Copies of this letter also w ent to the Honorable Joseph Clark, U.S. Senator, 
and the Honorable Willard 8S. Curtin, House of Representatives. 


FEBRUARY 20, 1959. 
Senator J. GLENN BEALL, 


Senate Office Building, 
Washington, D.C. 


Dear Sir: We understand that a bill has been introduc ed in the Senate in- 
creasing the Federal minimum wage from $1 to $1.25 per hour. I am sure you 
are aware of all the general economic and social ramifications of this legisla- 
tion. I want to call to your attention a specific situation in the State of Mary- 
land which should interest you. 

We employ about 750 people on the Eastern Shore of Maryland and we feel 
that it is important that this bill receive your backing. We know that an in- 
crease in the minimum wage will raise our costs somewhat but we also know 
that we have a tremendous amount of cheap labor competition in the States in 
the Deep South where the average wage ranges from $1 to $1.10 per hour. There 
is very little likelihood that there will be any increase in our competitors’ labor 
unless a new higher Federal minimum is approved. The movement of garment 
workers from the North to the South will affect the State of Maryland much 
more seriously (and Baltimore is already hard hit) as time goes on unless the 
ininimum is increased. Since Maryland still has a substantial number of gar- 
ment workers, you should be interested in preventing any further flight to your 
neighbor States to the South. 

If you require any specific information in reference to wage 
industry, we will be happy to cooperate with you in any way we can. 

Yours very truly, 


rates in our 


ALLEN L. BoorsTEIN, 
Executive Vice President, Rob Roy Co., Inc., New York, N.Y. 

Mr. Garrison. I thank you for your time, Senator. 

Senator Kennepy. What is the minimum wage in your factories? 

Mr. Garrison. We don’t have a minimum as such, Senator. In our 
own company factories we have an hourly average production wage 
of $1.56 an hour. 

Senator Kennepy. Do your wages vary from region to region ¢ 

Mr. Garrison. Very little. 

Senator Kennepy. You pay as much in Georgia? 

Mr. Garrison. Our Georgia wages average $1.54 an hour. 

Senator Kennepy. In other words up in Leominster 

Mr. Garrison. Approximately the same. 

Senator Kennepy. You pay just about what you do in Georgia ? 

Mr. Garrison. That’s right. You see our industry basically is a@ 
piecework industry, so that people who produce more individually 
make more. But our average is within 5 cents an hour in all of our 
plants, whether they be in P ennsylvania, Georgia, or Massachusetts. 

Senator Kennepy. You work 5 days a week ? 

Mr. Garrison. Yes; 40 hours. 


Senator Kennepy. You figure your employees earn about $60 a 
week, do you ? 
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Mr. Garrison. That would be right, a little better than $60 a week 
gross. 

Senator Kennepy. You don’t find that the productivity of your 
workers varies from region to region very much ? 

Mr. Garrison. Not too much after the basic experience, after they 
get their training period behind them. 

Senator Kennepy. In other words, you think you could find whether 
there was any difference in the output per hour in Georgia as com- 
pared to Massachusetts ¢ 

Mr. Garrison. Yes; output actually in our three southern plants 
is a little higher than they are in our northern plants. 

Senator Kennepy. What do you think is the reason for that ? 

Mr. Garrison. I think basically it is because of the need and the 
people down there have more to work for. They need more washing 
machines, they have more need for the necessities of life and so they 
will work a little harder in an 8-hour day than people in other areas. 

Senator Kennepy. Why would they need those washing machines 
more ¢ 

Mr. Garrison. Well, the South has a pretty low income, Senator. 

Senator Kennepy. You mean in other words that they have a gap 
to close ¢ 

Mr. Garrison. That’s right. Most of our people that we get basi- 
cally are people who come from the farms. 

Senator KKENNEDY. Is it possible that there is more competition for 
a job paying this‘wage than there might be in Massachusetts ? 

Mr. Garrison. It is possible. 

Senator Kennepy. I would think they would probably need that 
$1.50 just as much in Massachusetts as they would in Georgia. 

Mr. Garrison. I wouldn’t put it on the basis of what they need, but 
the point I am getting at, or I was trying to make, and of course you 
may think I am prejudiced somewhat being from the South, but I will 
say that the people who come from the farms, they are used to working 
harder and they will put more effort toward their job. That has been 
our finding in our productivity. 

Senator Kennepy. That is rather a marginal difference, isnt’ it ? 

Mr. Garrtson. Very small. I would say maybe 5 or 10 percent. 

Senator Kennepy. Ten percent would be quite a lot. What is the 
average wage rate / 

Mr. Garrison. The average is $1.56 in all of our plants, and we have 
roughly the same average in the South as we have in the North. 

Senator Kennepy. I am delighted to have you here today because I 
think you have brought out two important points. First, the prob- 
lem of the manufacturer who pays a decent wage and is subject to 
unfair low wage competition. ‘The second point is that decent wages 
insure that you have a market for your goods. There are millions 
of people in this country who are being paid less than $1.25, many of 
them less than $1. Obviously they are not fully participating in the 
American economy. 

Mr. Garrison. The southern wages on the Bureau of Labor Statis- 
tics has an hourly average rate or a wage of $1.14. This was in May 


1958. So that gives you a difference between our particular competi- 
tive situation. 
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Senator Kennepy. As I said in the beginning, I have been in your 
plants. I know a good many of the women who work in your com- 
pany in Leominster and I think there is a first-class union there. I 
know the lady who is the head of the union up there. Your employee 
relations are very good, and I think that you have shown a good deal 
of public respons sibility in coming here today and in giving us your 
views. This is not a struggle between the employer and the ‘employee 
in this matter of minimum wages. 

This is a matter, it seems to me, of public interest, and therefore it 
is quite appropriate that there should be : greement between the unions 
and employers on a matter which affects you so importantly. 

Mr. Garrison. We believe so and that is why we are happy that you 
have given us this time. 

Thank you. 

Senator Kennepy. The next witness is Mr. James A. Suffridge, 
president of the Retail Clerks International Association, AFL-CIO. 

We are glad to welcome you here, Mr. Suffridge. This is a matter 
that is of particular interest to you, and it is of particular interest to 
me because of the fact that a good many of the people in the retail 
trades receive an inadequate wage. Therefore, I think that this bill 
has particular application to the area with which you are most 
familiar. 


STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL CLERKS 
INTERNATIONAL ASSOCIATION, AFL-CIO; ACCOMPANIED BY 
CHARLES BRAGMAN, LEGISLATIVE CONSULTANT, AND BEN B. 
SELIGMAN, RESEARCH DIRECTOR, RCIA 


Mr. Surrripce. I would like to introduce Mr. Seligman, our research 
director, and Attorney Bragman, in case there are any questions. 

Mr. Chair man and members of the subcommittee : 

My name is James A. Suffridge, I am president of the Retail Clerks 
International Association, AFL-CIO. 

This statement is being submitted to your subcommittee on behalf 
of 350,000 members of our organization employed in the retail estab- 
lishments of the Nation. 

I have submitted an extensive statement setting forth the position of 
our organization and we should like to have it entered into the record. 
I would like to first at this point digress from the prepared statement 
at the moment to more or less approve the statement that was given 
by Mr. Potofsky and the position taken by him in connection with the 
increase in the minimum. 

(The statement referred to follows:) 


STATEMENT OF Mr. JAMES A. SUFFRIDGE, PRESIDENT, RETAIL CLERKS INTERNA- 
TIONAL ASSOCIATION, AFL-CIO 


Mr. Chairman, members of the subcommittee: My name is James A. Suffridge; 
I am president of the Retail Clerks International Association, AFL-CIO. This 
statement is being submitted to your subcommittee on behalf of 350,000 members 
of our organization employed in the retail establishments of the Nation. Our 
organization endorses the general extension of coverage provided for in the pro- 
posed legislation embodied in S. 1046 and for the raising of the legal minimum 
wage from $1 to $1.25 an hour. We strongly urge your committee to report this 
bill favorably to the U.S. Senate. 
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The Retail Clerks International Association is particularly concerned with the 
plight of low-paid employees in the retail industry. Our statement in support 
of 8. 1046 is directed primarily, therefore, to the impact that the proposed legis- 
lation would have on their status. S. 1046 proposes to amend the Fair Labor 
Standards Act of 1938 so that all employees of a retail enterprise whose annual 
volume of sales is $500,000 or more and which is engaged in an activity affecting 
commerce would be required to comply with the minimum wage, maximum hour 
and child-labor provisions of the act. It would also cover the employees of a 
retail enterprise whose sales for resale or to customers engaged in a mining, 
manufacturing, transportation, commercial, or communications business amount 
to at least $50,000 annually. All employees of a retail enterprise whose annual 
volume of sales is less than $500,000 would not be covered by this legislation. 
There is also a specific exclusion for the so-called “Mom and Pop” stores which 
are wholly and solely operated as a family business.* Such small stores would 
remain the concern of the various States, since they do not substantially affect 
interstate commerce. 


CONGRESS CAN EXERCISE ITS POWER TO CONTROL COMMERCE 


Mr. Chairman, the problem of the underpaid employees of large retail estab- 
lishments is fundamentally a problem of human welfare. The basic question is 
not whether large retail enterprises can afford to pay a fair minimum wage to 
their employees (for we believe they can), but whether Congress through the 
proper exercise of its power to regulate commerce will raise the level of human 
dignity for retail employees and provide a decent minimum standard of living 
for them. This is as much a human matter as it is an economic one. In exercis- 
ing the commerce power we must carefully analyze the facts applicable to un- 
derpaid employees in large retailing establishments. The average hourly rates 
of pay in these businesses range from $1.18 per hour in 1950 to $1.71 in 1958.’ 
But these data do not reveal the entire story, for they fail to show the situation 
at the extremes of;the range, especially at the lower end of the scale. The De- 
partment of Labor has shown that 25 percent of the employees of multistate 
retail establishments earned less than $1 in April 1955 and another 25 percent 
earned between $1 and $1.25 an hour.* Another Department of Labor study 
of over 6 million nonsupervisory employees in retail establishments showed that 
in October 1956 approximately 1.6 million employees or 26 percent of the total 
were receiving less than $1 an hour and another 1.5 million or 24 percent of the 
total were getting between $1 and $1.25 an hour.® 

This survey shows that the very large retail enterprises had a greater propor- 
tion of employees receiving substandard wages. The proportion in retail enter- 
prises with 11 stores or more which paid under $1 an hour was 28 percent in 


comparison with 26 percent for 1 store enterprises and 23 percent for enterprises 
with 2 to 10 stores. 


LOW WAGES IN RETAILING ARE NOT UNCOMMON 


This fact does not startle us, for it was established in an Arizona survey for 
February 1954 that the greatest concentration of low wage rates among women 
employees of retail stores in that State was not among the smallest stores em- 
ploying less than 6 employees, but rather among the largest establishments. In 
a Similar study for New Jersey in 1954, retail stores with less than 5 employees 
showed smaller proportions of women who were paid under $1 an hour than any 
of the larger size store groups. The proportion of women receiving less than $1 
an hour in stores with 50 or more employees was greater by far than any of the 
smaller size groups of stores. The overall figures for men and women workers 
in retail stores in New Jersey showed the same results. 


1These amendments are effected by the provisions with respect to sec. 3(s), 3(t), 6(a), 
7(a), 12(ec), and 13(d)(2) of the act as provided on p. 4, line 7 to line 23, p. 7, lines 
13 to 17, p. 9, lines 2 to 6, pp. 9 and 10, lines 20 to 22, and 1 to 2, and p. 10, lines 11 to 
19 of the bill. 

2P. 6, lines 7 to 11 of S. 1046. 

3 Statistical Abstract, 1958, p. 23; Monthly Labor Review, January 1959, pp. 107 and 
108: House Subcommittee of the Committee on Education and Labor, 85th Cong., 1st sess., 
hereinafter referred to as hearings, p. 117. 

#1957 hearings, p. 61. 


Pa aac Earnings in Retail Trade in October 1956, Bulletin 1220, U.S. Department 
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But to move from the realm of statistics to that of practical affairs, our ex- 
perience in RCIA has been the same as shown by these surveys. Small retailers 
often pay higher hourly rates of pay than the larger establishments. A small 
shopowner cannot depend upon the services of an ordinary inexperienced clerk. 
He requires the services of a skilled all-round employee capable of performing 
all the numerous tasks necessary in a shop, whether it be inventory control, 
selling or display. Such an employee must be paid a wage consonant with his 
capabilities, a wage which is as high or higher than that paid by large retailers 
in the same locality. His services are more than those of a mere order taker, 
checker, or package wrapper. Work in the large stores is often broken down 
into narrow job functions and duties, which call for less experience and train- 
ing. The small shop, requiring more skilled assistance, is thus frequently at a 
competitive disadvantage.® 

How many underpaid employees are there in large retail enterprises with 
sales of $500,000 or more annually? In November 1958 there were about 
» 
$500,000 or more.’ Of these about 300,000 are now covered by the present law, 
leaving about 2,485,000 retail employees who would be newly covered under 
S. 1046. Using the October 1956 survey cited above as a base, we estimate that 
695,500 retail employees of large scale retail enterprises earn less than $1 an 
hour and another 596,100 earn between $1 and $1.25 an hour. 

The position of women, who constitute about 37 percent of all employees in 
retailing, is worse than that of men in the industry. The average paid to men 
was $1.45 an hour and to women $1.07. Forty-one percent of all women retail 
employees earned less than $1 in October 1956, and 30 percent earned between $1 
and $1.25 per hour, whereas about 17 percent of male retail workers earned under 
$1 and 20 percent between $1 and $1.25 an hour.® 

These figures are confirmed by State surveys in New York and Ohio in 1955, 
and Illinois, New Jersey, and Oregon in 1954. These surveys showed that 50 
percent of all women in retail trade earned under $1 an hour. 


OVERTIME AND PART-TIME EMPLOYMENT 


Overtime in large-scale retailing is also of concern to us. Average weekly 
hours of work in the retailing industry in 1957 were 38.1, and in October 1958 
were 37.8. 

These figures, of course, include the hours of work of part-time employees. 
Of the total number of 5,527,174 employees in retail establishments which operated 
throughout 1954, 1,027,121 worked less than a full workweek. Retail establish- 
ments with sales in excess of $500,000 in 1954 had 2,384,919 employees, of whom 
443.874 worked less than a full work week.’ 

State surveys for Maine in 1952, New Jersey in July 1954, Ohio in March 
1958, and New York in September 1955 show that the degree of part-time employ- 
ment in retailing is quite pronounced. These surveys and the 1954 census data 
above indicate that about one-fifth of the working force of the large retailers are 
employed on a part-time basis. It is anticipated by many that the new census of 
business for 1958 will show an even greater increase in part-time employment. 

When the effect of part-time employment is eliminated from data on hours 
of work, the amount of overtime work is considerable, although a study of May- 
July 1950 by the U.S. Department of Labor showed that scheduled working hours 
in large-scale retailing is 40 hours in a 5-day week. This is supported by a 
survey made by our organization in 1957 in Terre Haute, Ind.; Chicago, IIL; 
East St. Louis, Ill.; and Seattle, Wash.” The normal workweek in this 1957 
study was 40 hours with time and one-half paid for hours worked in excess of 
40 in any one week. There are a few exceptions, such as the retail furniture 
industry, where the employees on a commission plus guarantee base have a 
4214 to 45 hours schedule, and pharmacists in large chain drugstores who are 
on a 45-hour schedule. 





61957 hearings, pp. 115 to 116; p. 1931. 

7 Monthly Labor Review, January 1959, p. 83; October 1956 Retail Earnings Study. 
8 1957 hearings, pp. 117 to 118. 

* Monthly Labor Review, January 1959, p. 107; 1957 hearings, pp. 121 to 122. 
101957 hearings, pp. 142 to 145. 
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OVERTIME CONTINUES TO BE FREQUENT 


However the actual hours of work of individual employees often exceeds 
the scheduled hours." Thus, in New Jersey in 1954, 74 percent of the men and 
under one-third of the full-time women workers in retailing worked over 40 hours 
per week. In March 1955, data for Ohio showed 59 percent of the full-time retail 
male employees and 30 percent of the women in Ohio worked in excess of 40 
hours. In Arizona in February 1954, 23 percent of the women in retailing 
worked 40 to 44 hours, and 32 percent worked over 44 hours. In September 
1955, 38 percent of all employees in retailing in New York (including part-time 
workers) worked over 40 hours a week. 

Now, overtime work of this character, most of it on a straight-time basis, 
has a deleterious effect on health, efficiency, and income. It seems to us essential 
that the protection of the law is required here. Almost every retail employee who 
works full time (schedule of 8 hours per day, 5 days per week) must stand 
on her feet during her entire tour of duty without respite, except possibly for 
lunch. Her work is unlike that of other white-collar workers, for she has 
very little chance to sit down during working hours. At the end of an 8-hour day, 
the average retail employee in the large stores is physically tired and, due to 
the nature of this work, her efficiency is at a low ebb at the end of the day. 
The retail employee should not be required to work more than 40 hours per week 
unless the employer pays her a premium of time and one-half the regular rate 
of pay. 

RETAIL EMPLOYEES SUFFER LOW LIVING STANDARDS 


Underpaid employees in large scale retailing also undergo considerable priva- 
tion. These low-paid employees can provide their dependents and themselves 
only with meager food, little and inadequate clothing, poor housing and insuffi- 
cient medical care and education.” An AFL-CIO survey in 1956-57 in Asheville, 
N.C.; Springfield, Mo., and Pottsville, Pa., clearly demonstrated the far-reaching 
and devastating effects of substandard wages on retail employees and their 
families. 

This survey showed that a great proportion of retail clerks could not support 
themselves and their families on a minimum adequate budget designed for a 
family of four persons.” In 1957 it required $2.19 an hour for a fully employed 
retail Worker with a wife and two children to “maintain current standards of 
adequate consumption at low cost” in New York City. In San Francisco in 1957 
it took a minimum of $2.80 an hour to afford a similar family all of these things 
which are commonly accepted standards of living. The U.S. Department of 
Labor has estimated that, in the spring of 1958, $2.25 was the minimum wage 
necessary for a family of this size to have a modest but adequate standard of 
living in an American city. Yet the contrast between these requirements and 
what the retail clerk actually receives in earnings is a shocking one indeed. 

‘the plight of single female retail employees is just as dire as that of employees 
with dependents. In April 1955, the minimum straight time hourly rate of pay, 
$1.44, based upon full-time employment at 40 hours a week for 50 weeks was 
necessary to maintain a single woman without dependents. This figure was 
slightly more in June 1957. These data show beyond doubt the degree to which 
hourly wage rates of women retail workers fall below the lowest possible standard 
on which they can subsist." 

The low standards of living, which are a result of low wages, have been accen- 
tuated and worsened by the rise in the cost of living in recent years. This rise 
has been reflected in the Consumer Price Index published by the U.S. Department 
of Labor. By relating the index changes to changes in hourly wage rates in 
retailing, we can evaluate the changes in the money amounts available to 
employees from current wages for spending on goods and services and personal 
Savings. An eXamination of the relevant data show that the purchasing power 
of the average retail employee's earnings was about three times as great in 1939 
and over twice as great in 1945 as that in 1957.” 

The argument has been offered that there are geographic differences to be 
considered. Actually, the difference in the cost of the same standard of living 


" Tbid., pp. 121 to 122. 

21957 hearings. pp. 74 to 77. 

“CTO Review, December 1957. 

% CIO Review, September 1957 ; 1957 hearings, pp. 117 to 118. 

% Monthly Labor Review, January 1959, p. 53; Statistical Abstract, 1958, p. 227. 
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is slight between geographical areas. The Senate Committee on Labor and Public 
Welfare in March 1946 found: “From the testimony presented it may be con- 
cluded that the cost of living does not vary greatly from one geographical area 
to another although there are some slight variations. Studies by the Bureau 
of Labor Statistics show that the difference in the cost of living between a city 
of 100,000 or more and 1 of 2,500 persons might be at the most 15 percent and 
probably not more than 10 percent. It is quite obvious from the examination of 
the data and the testimony that the principal difference between urban areas 
and rural areas or between geographical areas is primarily one of living standards 
and not of living costs.” * 

Another survey by the Bureau in April 1958 fully supports the conclusion of 
the Senate committee. The hourly rate of pay based upon full-time employment 
necessary to maintain a wage earner, his wife, and two children at a minimum 
decent standard of living for certain cities was as follows: ™ 


$2. 28 | Philadelphia . 15 
Portland, Oreg 
Savannah 


As a matter of fact the rise in the cost of living from 1939 and from 1945 
to 1958 was greater in such southern cities as Atlanta and Houston than in 
New York and Philadelphia and greater than the increase for the Nation as a 
whole. The significance of these facts is striking when we consider that there 
is a greater proportion of low paid retail employees in the South than in any 
other part of the Nation.” 


RETAIL EMPLOYEES STATE THEIR CASE 


Let us see what some low paid retail employees say about the situation. Mrs. 
Cathleen Bradley of Phoenix, Ariz., who was getting $1.25 an hour in 1957 be 
lieved $1.25 was a desirable minimum. She informed a subcommittee of the 
House Committee on Education and Labor in 1957: 

“IT have worked since 1941. I feel I am very fortunate in the wages I am 
making because it takes both my husband’s and my wages, I feel, to take care 
of my children, the two boys, keep them clothed, send them to school. * * * I 
don’t know what I would do if I had to work for less than a dollar an hour. I 
could not pay for my clothes. I could not pay my transportation back and 
forth * 4 S47 

Mrs. Barbara Brown, a young mother, age 21, with one infant, took work at a 
J. J. Newberry store in Selma, Oreg., at 80 cents an hour and rose to 95 cents 
an hour in 1955. In 1957 she was employed at a general merchandise store in 
Canby, Oreg., at $1 an hour. Mrs. Brown informed the subcommittee : ” 

“T am working at Canby, Oreg., at a dollar an hour. It is not much better, 
but it helps; it really does. You would be amazed at what that little dollar 
does, you know, but it is a problem * * *.” She pointed out that the difference 
between 85 cents an hour and $1 an hour was: 

“In my case is the difference between starving and existing.” She had only 
two skirts and one pair of shoes. She went on tosay: 

“Trying to budget such essential items as food, rent, utilities, transportation, 
clothing and medical care is a frustrating and nerve-racking ordeal. * * * 
There are thousands of people such as myself right here in Oregon. The only 
reason they are not here is that they are afraid.” ™ 

This young mother in truth speaks for the dire plight of almost a million and 
a quarter underpaid employees of large retail enterprises. It is for these under- 
paid retail employees for whom we seek passage of S. 1046. It is for them for 
whom the Retail Clerks International Association pleads and for whom the Con- 
gress must exercise its power to regulate the commerce in accordance with the 
Constitution of the United States. 


16 1957 hearings, p. 117, n. 68. 

17 CIO Review, June 1958. 

18 Statistical Abstract, 1958, p. 333 and 335; Monthly Labor Review, January 1959, 
s ERS. 

191957 hearings, p. 2896. 

» Ibid., pp. 1927 to 1928. 

21 Ibid., pp. 1935 to 1936. 
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RETAILING DOES AFFECT COMMERCE 


Congress has full constitutional powers to extend coverage of the present act 
to large retailers whose activities affect commerce. This fact has been well 
settled by the legislative and judicial history of section 2(7) of the National 
Labor Relations Act, which is related to the question of the regulation of 
commerce, 

The standards with respect to retailing in S. 1046 are the same as those which 
have been adopted by the National Labor Relations Board effective November 
1, 1958. The courts and the National Labor Relations Board have consistently 
held that large-scale retail enterpriseS of the kind included under S. 1046 are 
within the commerce regulating power of Congress because their activities af- 
fect commerce. This interpretation applies even though the actual sale of 
goods at retail by a large concern appears to be a local matter. But the selling 
function cannot be divorced from the other directly related and essential func- 
tions of purchasing, warehousing, financing, management, advertising, person- 
nel training and general decision making. These functions, when exercised 
across State lines, under judicial and Board decisions, usually bring any such 
concern within the meaning of activities that affect commerce and, therefore, 
within the commerce regulating power of Congress. In some instances the 
volume of retail sales across State lines, alone, may bring about the same result. 

The history of the commerce provision in the National Labor Relations Act 
shows that the Board, with the overwhelming approval of the Courts, has not 
extended its jurisdiction under that law to small retail enterprises which are 
almost entirely local in every respect and do not have a substantial impact on 
interstate commerce. 

In one well-known case involving the J. L. Hudson Co., the Court said: 

“The Supreme Court, since the promulgation of its opinion in National Labor 
Relations Board vy. Jones and Laughlin Steel Corporation (301 U.S. 1, 37; 57 
S. Ct. 615, 81 L. Ed. 893, 108 A.L.R. 1352), has adhered to the doctrine that 
activities, intrastate in character when separately considered, if so closely and 
substantially related to interstate commerce that their control is essential or 
appropriate for the protection of interstate commerce from burden or obstruc- 
tion, fall within the ambit of control by Congress.” ” 

This Hudson case involved a large retail department store in Michigan which 
had no retail stores outside of Michigan, but which had buying offices outside 
that State and made substantial purchases outside the borders of Michigan. 
Yet the court held that Congress had the right to control commerce in this 
instance. 

In another case involving three meat markets in Akron, Ohio, all sales were 
made within the State, but $100,000 of the total annual purchases were made 
outside the State. The Ohio Court of Appeals found that the business was 
“purely of a local character”. The Supreme Court of the United States reversed 
the Ohio Court and stated: 

“We do not agree that the respondent’s interstate purchases were so negligible 
that its business cannot be said to affect interstate commerce within the mean- 
ing of #2(7) of the National Labor Relations Act.”*™ While the “affecting com- 
merce provision” under the commerce clause might enable the National Labor 
Relations Board (and the Congress) to extend jurisdiction over countless num- 
bers of small retailers, the Board has consistently exercised reasonable dis- 
cretion by refusing to exercise jurisdiction over any such small retail enter- 
prise which may affect commerce in but a small or slight degree. The Board 
has reasoned, with the approval of the courts, that in such cases it would not 
effectuate the policies of the National Labor Relations Board nor of the Con- 
gress to assert jurisdiction over them. The theory underlying such exemptions 
is that the business must be almost entirely local in every respect. The half- 
million dollar annual sales test used by the Board for retail enterprises is the 
measure which shows a substantial impact on interstate commerce. 


HALF-MILLION CUT-OFF IS REASONABLE 


The Carolina Supplies and Cement Co. was a retail building supply company 
which had gross sales of $635,000 wholly within the State and total purchases 


2N.L.R.B. v. J. L. Hudson Co. (1943), 135 F. 2d 380, certiorari denied 320 U.S. 740. 
» 


%In Amalgamated Meat Cutters v. Fairlawn Markets (1957), 353 U.S. 
2571, 2572. 


2, 39 LRRM 





478 TO AMEND THE FAIR LABOR STANDARDS ACT 


of $336,000 from outside the State. The Board set up the following standard 
in November 1958 in this case : 

“The Board has decided that it will assert jurisdiction over all retail enter- 
prises which fall within its statutory jurisdiction and which do a gross volume 
of business of at least $500,000 per annum. The Board will apply this standard 
to the total operations of an enterprise whether it consists of one or more 
establishments or locations, and whether it operates in one or more States.” * 

In another case, Siemons Mailing Service, the Board stated : 

“The Board is aware that the revised standards do not cover all the enter- 
prises which the Board can reach * * *. | 

“It believes that these standards will reasonably insure that the Board will 
process all cases involving labor disputes which exert or tend to exert a pro 
nounced impact on commerce. 

“Under the new standards, the Board will continue to apply the concept 
that it is the impact on commerce, of the totality of an employer’s operations 
that should determine whether or not the Board will assert jurisdiction over 
a particular employer.” * 

We state, therefore, that the standards in S. 1046 with respect to the “affecting 
commerce provision” are sound, reasonable and constitutional. 

In extending coverage in this direction to all employees of any large retailer 
whose activities affect commerce, the Congress would be exercising powers which 
it has already exercised and which have been upheld as constitutional by the 
Supreme Court. In fact, the Supreme Court pointed out Congress did not 
go to the limit of its own power to regulate commerce in the coverage provisions 
of the Fair Labor Standards Act and that extension of coverage to large retail 
enterprises whose activities affect commerce was not a question of the con- 
stitutional power of Congress, but solely a matter of policy to be decided by 
the Congress.” 

It should be noted, in this connection, that the real intent of Congress in 1938 
and 1949 in setting forth the retail exemptions in section 18(a) of the present 
act, was to exclude from the law the small corner grocer, the small drugstore, 
clothing store, filling station and the like. Senate report S84 of the 75th Con- 
gress stated that the bill exempted only those regularly engaged in local retailing 
activities and those employed by small retail establishments such as the small 
grocery and drugstore. The exemption was not intended to apply to those 
retailers who utilize the channels of interstate commerce or whose activities 
seriously and substantially burden or harass such commerce. The aim in 1938 
of the Congressmen in the House of Representatives who sponsored the amend- 
ments to the Senate bill was to “protect the corner grocery store man or the 
filling station man” and “the little country merchant.” Likewise, the intention 
of the sponsors of the present retail exemption in section 13(a) (2) of the act 
as expressed by Congressman Lucas of Texas, Congressman McConnell of Penn- 
sylvania, Harris of Arkansas and Senator Holland of Florida in 1949 was to 
continue such protection for small retail business. S. 1046 would in our judg- 
ment fulfill their aim to provide exemption from coverage for the small retailer 
whose activities do not substantially affect interstate commerce. 

With the passage of the years, the definition of affecting commerce has become 
certain and clear by virtue of its application by the National Labor Relations 
Board and the courts. Accordingly, we believe its incorporation in S. 1046 
would carry forward the historical concern of the Congress to exempt small 
retail enterprises, and set an administratively clear line as to those large retail 
establishments whose activities do affect commerce. The half-million dollar 
standard is so clear as to enable every retail employer to ascertain readily in 
advance whether or not his particular enterprise is covered by the act. In 
this way, any employer would not be subject to any penalties because of non- 
compliance resulting from uncertainty or unclear language in the statute. 

Sales volume is a sound measure of the impact of retail business on inter- 
state commerce. It has been the criterion used by congressional committees 
in proposed legislation and by Federal executive and administrative agencies 
as the basis for the measurement of the size of retail establishments. It is now 
used by the National Labor Relations Board. It was proposed by the Senate 
Committee on Education and Labor in 1946 as a basis for the retail exemption 


™* 122 NLRB 17; 43 LRRM 1060. 
2% 122 NLRB 13, 43 LRRM 1056. 


°° Kirschhaum v. Walling (1942), 316 U.S. 517, 521, 522, 523; Roland Electric Co. v. 
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in section 13(a) (2); the $500,000 standard was recommended by the Secretary 
of Labor and the House Committee on Education and Labor in similar proposals 
in 1949. It was recommended by the Department of Commerce in 1950 in con- 
nection with small business legislation. Standards of less than $500,000 in 
annual sales volume for retail trade were recommended by President Truman 
in 1947, by the Select Committee on Small Business of the House of Representa- 
tives in 1952, the Bureau of the Census and the Small Business Administration. 


RETAILING TODAY IS BIG BUSINESS 


Total retail sales constitute about 48 percent of our gross national product. 
Retail sales of stores doing an annual volume of business of $500,000 or more 
were about 18.5 percent of our gross national product in 1954.” 

Large retailers today do a multibillion-dollar business and operate thousands 
of stores with several million employees. The large retail firms which 8S. 1046 
would cover are about 3.6 percent of the total number in the United States, but 
they accounted for 48 percent of all retail sales, 48 percent of all retail employ- 
ment and 45 percent of all retail payrolls in 1954.* 

While the actual sales of large retailers across State lines may be only a small 
percentage of their total sales, the effects of central management and financing, 
advertising and personnel management, purchasing, transporting, and warehous- 
ing of goods across State lines are not local in nature and effect. These charac- 
teristics to a great extent determine the local market prices of commodities 
purchased and shipped across State lines. It is the impact of such economic 
functions which is the constitutional and rational basis for the regulation of 
minimum wages and hours. 

The very concentration of sales among a few retailing concerns must be of 
concern to the Congress. In 1957, there were about one million retail firms 
who made $200 billion in gross sales. Twenty of the largest retailers had over 
$21 billion in gross sales in 1957 or over 10 percent of the total sales for all 
stores and operated 11 percent of all the stores. All of the large retailers doing 
an annual volume of business of $500,000 or more in 1958 did an S86 billion 
business, had 68,400 stores and had about 2,785,000 employees.” 

We do not have to reiterate one known fact that the size of the typical retail 
establishment keeps increasing. For example, in 1957: 17 leading department 
store chains did a $5.5 billion volume; 22 independent department stores did a 
$1.2 billion volume; 13 apparel chains did a $569 million volume; 11 variety chain 
systems did a $2.2 billion volume; 5 mail order companies did a $4.9 billion 
volume; 27 grocery food chains did a $14.2 billion volume.” 

These stores and others of like character have a staggering effect upon inter- 
state commerce. They operate through an interstate network of management 
and decision making. Local control of any store exists solely for the purpose 
of carrying out the basic policies formulated in the central office of the particular 
company involved. These tremendous chains and large independent enterprises 
in the retail field bear as much relationship to the corner retail store as the 
present high power car resembles the horse and buggy. Present day retail opera- 
tions are the expression and extension of tremendous corporate power wielded 
across State lines, and in many instances, nationally. They are the ones who are 
paying the greater proportion of substandard wages which burden and harass 
interstate commerce. 

STATE LAWS FAIL TO MEET PROBLEM 


The existence of 22 State minimum wage laws does not relieve the Congress 
of its responsibility in this area, for State laws can cover only small local retail 
enterprises. Congress has covered large retailers under other labor legislation 
and has left the small local merchants to be governed by the individual State. 
There is no valid reason why this pattern should not be followed in the case of 
minimum wages and overtime and child labor. 

The hodgepodge of the existing State minimum wage laws places a great bur- 
den on commerce at the present time. S. 1046 would more nearly equalize 
competitive opportunities not only among such large retailers, but also between 


271957 hearings, p. 113. 

3% Ibid and 1954 Census of Business, U.S. Department of Commerce. 
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*® Fairchild directory of retail chains. 

11957 hearings, p. 116. 













480 TO AMEND THE FAIR LABOR STANDARDS ACT 






small local stores and these large retail firms. Under the present situation large 
retailers are virtually receiving subsidies from the rest of the economy because 
of their freedom to depress wages. 

The majority of individual States have no minimum wage law at all, includ- 
ing such large industrial States as Michigan, Indiana, and Ohio. Again, 14 
other State laws and the District of Columbia apply only to women or women 
and minors; they do not cover male employees. Of the six States (New York, 
Massachusetts, Connecticut, Rhode Island, Wyoming, and Idaho) which have 
regulations applying to all retail employees, four have minimums of $1 and 
two have a minimum of 75 cents an hour (Wyoming and Idaho). The Colorado 
and New Jersey statutes, which apply only to women, have a $1 an hour 
minimum. 

Finally, the levels of the minimum wage under most State laws are generally 
far below even the minimum standard proposed in S. 1046. Thus, 16 cents an 
hour has been in effect in Arkansas since 1915 and 22 cents an hour in South 


Dakota since 1943. As we have shown, there is only a slight variation in the © 


estimated annual cost of living between geographical areas. There is no real 
justification, therefore, for a variable minimum wage under State legislation in- 
sofar as the large retailers are concerned. 


INCREASED 





MINIMUMS DO NOT AFFECT COSTS 


The maximum impact of a $1 an hour minimum would be less than one-half 
of 1 percent of the prices of retail goods if S. 1046 were applied to all retail 
employees,” and with a minimum of $1.25 the effect on sales would still be less 
than 1 percent of the total. Since this bill would provide for coverage of only 
43 percent of all retail employees—far short of the ideal goal—the cost as re- 
flected in retail prices would perhaps be as little as one-fifth of 1 percent. 

A study made by the Bureau of Labor Statistics on how various plant and office 
workers were affected in Georgia, Alabama, Arkansas, North Carolina, Missis- 
sippi, and Pennsylvania at various stages through April 1957, stated: 

“Employment changes between February and April 1956 in these areas did 
not appear to be related to the change in the Federal minimum * * *. In the 
following year, most of the areas showed some increase in employment over 
April 1956, although there were declines in some manufacturing industries 
within those areas which employers attributed to reduction in orders * * *.” 

“Few employers * * * indicated that they found it necessary to discharge 
workers in adjusting to the higher Federal minimum (from 75 cents to $1). 
Among establishments studied in the 7 areas, the discharge of 39 workers 
shortly before and after the $1 minimum became effective was attributed by 
employers directly to the increase in the minimum; in the following year 
virtually none of the employers interviewed gave this as the reason for dis- 
charging workers. Most of the employers who attributed the discharge of 
workers to the higher minimum indicate that replacements were hired. In 
addition, there were also some employees paid piece rates, in such industries as 
apparel and textiles, whose earnings averaged less than $1 an hour who were 
discharged.” 

The report found that in the majority of establishments, “it is not clear that 
any special measures were taken to adjust to the higher minimum. Some em- 
ployers offset the wage increases at least in part by increasing prices of their 
products, although generally they indicated this was not possible because of the 
competition. A few of the employers in each area indicated that they were 
employing other means to offset the higher wage rates, the most common of 
which were closer control of overtime work, higher production standards, more 
rigid hiring and layoff practices, reorganization of plant layout for greater 
efficiency, redesign of product, and installation of labor-saving machinery. Em- 
ployers frequently indicated that some of the changes being made were part of 
a long-range program to increase productivity and were not necessarily due to 
the increase in the Federal minimum wage.” 

An increase in retail prices, which would be slight to begin with, would be more 
than offset by the increased purchasing power placed in the hands of underpaid 
retail employees. Retail stores would secure more profits from the additional 
wage purchasing power provided by S. 1046. Nor would the extension of 
coverage to employees of large retailers result in any inflation. This was the 





%2 1957 hearings, p. 106. 














TO AMEND THE FAIR LABOR STANDARDS ACT 481 






opinion of Secretary of Commerce Weeks in 1957 and is the judgment of Secre- 
tary of Labor Mitchell.™ Studies by the Department of Labor and congressional 
committees show that no marked increase in prices has resulted from the pas- 
sage of the act and the amendments raising the minimum wage. In 1946 the 
Senate Committee on Labor and Public Welfare reported : 

“The industries primarily affected by the proposed increase are those that 
were affected by the 1938 act. An examination of the effects of the National 
Recovery Administration and of the 1938 Fair Labor Standards Act on these 
industries clearly established that, contrary to the dire predictions of business- 
men and business organizations, there was only a very small addition to the 
total wage bill of industry. The National Recovery Administration and the act 
did not detrimentally affect profits, production, and prices.” ™ 

The Department of Labor, in 1954, made a special study of five typical low 
wage industries particularly affected by the 1949 amendments to the act rais- 
ing the minimum wage from 40 to 75 cents an hour. It reported: 

“The experiences of the establishments studied represent cases of major un- 

avorable adjustments and are believed not to be typical of subject industries 

generally. Other firms and industries, unless their problems were not dis- 
closed to the Division, were either not so substantially affected or else could 
more easily adapt to the effects of the new minimum. Even with as select a 
group of firms as those surveyed, however, the adverse consequences of the 
75-cent requirement were on the whole not very substantial * * *.” © 

In 1958, the Department made a special study of the effects of raising the 
minimum wage from 75 cents to $1 an hour in 1956. In the covered industries, 
there was no general increase in price levels. The effects of the new mini- 
mum were absorbed by increased use of machinery, changes in plant layout, 
reorganization of work systems, increased production standards, and the like.* 
“Most employers covered by the higher minimum indicated that adjustments 
were made to the $1 wage rate without discharging workers,” said the Labor 
Department.” 

An expert of the Senate Committee on Labor and Public Welfare has esti- 
mated that the increase in the minimum wage in 1954 to $1 would have in- 
creased total payrolls for the industry by 5 percent with total payrolls at $7.2 
billion, the effect was minimal.“ On the basis of the 1956 study of retail 
earnings by the Department of Labor, an increase of those below $1 to $1 an 
hour would mean an increase in total payrolls of 4.4 percent and an increase 
to $1.25 an hour would mean an additional 3.4 percent of total payrolls. Since 
the estimated annual payroll of retail enterprises in 1958 doing over $500,000 
a year is about $10 billion, an increase in the minimum wage to $1 would 
mean additional wages of about $445 million. The increase to $1.25 an hour 
would mean an additional wage of $344 million for the establishments covered. 

The best indication of the ability of these large retailers to pay the pro- 
posed minimum is reflected in the net income. At the beginning of 1958, 95 
of the largest retailers in the Nation who made about 40 percent of all the 
sales in that year, which could be attributed to the firms which might be cov- 
ered by S. 1046, had gross sales of $28.7 billion and net profits before taxes of 
$1.3 billion. The cost of the $1 minimum wage to them would have been 
about $143 million in 1958 and of the $1.25 minimum about $258 million. Had 
these proposed minimums been in effect in 1958, these companies would have 
netted that year about the same profit after taxes which they enjoyed in 
1957. 

The cost to employers of time and one-half for hours worked in excess of 
40 hours is negligible. In the first place, many employers pay such premium 
rates anyway. In three States, New York, New Jersey, and Ohio, which cover 
about 20 percent of all retail employees, about 40 percent are already covered 
by time and one-half pay rate for hours of work in excess of 40 in any work- 
week.” In the second place, an examination of overtime hours worked in re- 
lation to rates of pay shows that, at the most, the cost of overtime pay as pro- 
vided for in S. 1046 would be about 1 percent of total payrolls and one-tenth 
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of 1 percent of total sales; the cost to large employers would be substantially 
less than 1 percent of payrolls because many of them are now on time and 
one-half for overtime in excess of 40 and because the 1 percent computation 
is based on large and small retail employers combined. It is Known and an 
accepted fact that overtime hours of work in excess of 40 hours per work- 
week in small retail firms is much larger than in large firms. The only con- 
clusion that can be drawn is that when wages are correlated with overtime 
work in large-scale retailing, the total cost of overtime pay at time and one- 
half for hours worked in excess of 40 would be very negligible. 

There is another important element which must be considered in relating 
prices charged for retail products and the wages paid by large retail chains. 
Studies show that the retail prices charged for standard items by large retail 
chains in low wage areas is about the same as is charged in high wage areas." 
The Lerner Stores, which has a one-price system for its products, sells the same 
dress in New Orleans and San Francisco at $9.95. This chain pays 50 to 60 


cents an hour to sales clerks in the former city and $1.70 in the latter. Mont-- 


gomery Ward sells the same merchandise at the same price in Las Vegas and 
in California; yet it pays $1 or more per hour to its sales personnel in Cali- 
fornia and only 84 cents per hour in Las Vegas, N. Mex.” The Kroger Grocery 
system offered 45 cents per hour in Shreveport, La., and paid $1 an hour in 
St. Louis, Mo.; the identical products are offered by this chain at the same 
price in both places.“ Supermarket chains pay only 30 to 35 cents an hour 
there and $1.30 per hour in Missouri and Washington State, although prices 
for the same products remained unchanged in the different areas. An anal- 
ogous situation exists in Yakima and Seattle, Wash. Yakima, in 1957, with 
an average retail wage level 20 percent less than Seattle, had sales prices for 
the same products 5 to 10 percent higher than Seattle.“ 

Mrs. Cathleen Bradley, an employee of a nonunion retail store in Phoenix, 
Ariz., told a subcommittee of the House Committee on Education and Labor in 
1957 : 

“IT have been employed by Fed Mart in Phoenix. My wages were higher than 
average. I know from the clerks I work with there that they were hired at 
nothing less than $1.25 an hour. I know that the merchandise I sold while I 
was there and the other clerks sold, was cheaper than the merchandise you 
can buy downtown. They were of a high quality, in some cases they were of a 
higher quality than you can buy downtown. 

“I think that if they can pay a beginning wage of $1.25 an hour and charge 
less for the merchandise, I just really can’t see why any of these merchants 
have any objections to a minimum wage law.” * 

Her viewpoint is reechoed by the president of one of the largest retail chains 
in the Nation, Lansing P. Shield, of the Grand Union Co. He pointed out that 
under present laws retailers ‘“‘all buy now at about the same price, and com- 
petition makes us sell at approximately the same level. * * * Retailing can 
no longer afford to be considered to be a second-class industry, or be satisfied 
with attracting second-class help. * * * The move to include retailing is wel- 
comed as necessary to the retail industry’s growth and development.” “ 

There is no justification for permitting the large independent and multistate 
chain enterprises to continue to pay wages far below a decent minimum stand- 
ard to their employees, thus forcing them to live at substandard levels and 
placing a burden on interstate commerce. 

There is no justification, moral, legal, or economic, for treating these large- 
scale retail businesses differently from other economic enterprises whose activi- 
ties affect commerce. The legislative purpose of the Federal wage and hour 
law, as well as the responsibility under the Constitution require that the same 
protection be given the workers in the retail field that the law now affords to 
other employees, especially when the need is so apparent and so great. 


Mr. Surrrince. We endorse in our larger statement the $1.25. I do 
wish to address my remarks at present by summarizing more or less 
our position on the retail extension end of this testimony. 


411957 hearings, pp. 1509-1517 
42 Tbid., p. 144. 
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Our organization, which consists of approximately 350,000 mem- 
bers employed in retail establishments throughout the Nation en- 
dorses Senate bill 1046 and urges the committee to report it favorably 
to the U.S. Senate. 

Mr. Chairman, the RCLA’s special concern is the plight of the low 
paid retail employees and the impact that extended coverage pro- 
visions would have on improving their status. 

We are concerned with extending the provisions which would 
broaden coverage of the Fair Labor Standards Act of 1938 to all 
employees of a retail enterprise in which the annual volume of sales 
is 75VV,000 or more, and which is engaged in an activity affecting 
commerce. 

We agree with the bill’s proposals not to cover employees of the 
so-called Mom and Pop stores which may be wholly operated as a 
family enterprise. 

We also concur in the exemption of retail enterprises whose an- 
nual volume of sales is less than $500,000.° Such small stores would 
remain the concern of the various States, since the smaller stores 
have a smaller proportion of underpaid employees than the large re- 
tail concerns. 

This fact was revealed by a Department of Labor survey in Octo- 
ber of 1956 and similar surveys for Arizona and New Jersey for 1954. 
Our experience in the RCIA has been the same as that shown by 
these surveys. Small retailers often pay higher hourly rates of pay 
than the larger establishments because the small stores require more 
skilled clerks capable of performing all retail tasks such as receipt 
of merchandise, stocking of shelves, inventory maintenance, display 
arrangements, repairs and adjustments as well as filling the needs 
of the customer. 

In November of 1958 there were about 2,785,000 nonsupervisory em- 
ployees in retail enterprises with annual sales of one-half million dol- 
lars or more. 

Of these we estimate that about 300,000 are now covered by the 
present law, leaving about 2,485,000 who would be newly covered by 
S. 1046. 

We estimate further that 695,000 of them earn less than $1 per 
hour. The position of women who constitute about 37 percent of all 
employees in retailing, is much worse than that of men. Over 40 
percent of the women working in retail establishments earn less than 
$1 an hour as compared with about 17 percent of the men. 

Under present wage scales underpaid employees in large retailing 
can provide their dependents with but meager food, inadequate cloth- 
ing, poor housing, insufficient medical care and education. _ 

They must frequently contend with illness in the family. AFL- 
CIO surveys in 1956-57 in Asheville, N.C., Springfield, Mo., Potts- 
ville, Pa., clearly demonstrated that retail clerks who are paid sub- 
standard wages cannot even provide their families and themselves 
with a minimum adequate budget for a family of 4 persons. 

In 1957 this standard meant in New York City $2.19 an hour, in 
San Francisco $2.80 an hour, and for the United States as a whole 
$2.25 an hour as of the spring of 1958. Single women retail em- 
ployees without dependents in 1957 required a minimum of about 
$1.45 an hour. It is obvious that the straight time hourly wage rates 
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of women retail workers fall far below the lowest possible standard 
on which they can subsist. 

In recent years even these low standards of living were worsened 
by the rise in the cost of living and the decline in the purchasing power. 
An examination of the relevant data shows that the purchasing power 
of the average retail employees’ earnings was about three times as 
great in 1939 yand over twice as great in 1945 as in 1957. It is some- 
times said that geographic differences in the standards of living must 
be taken into account. 

There is no foundation in fact for this statement. The Senate 
Committee on Labor and Public Welfare in March 1946 found that 
the difference in the cost of the same standard of living as between 
a city of 100,000 and a town of 2,500 persons was probably not over 
10 percent. Furthermore studies of the U.S. Bureau of Labor Sta- 
tistics show that the hourly rate of pay necessary to maintain a retail 
employee, his wife, and two children at a minimum decent standard 
of living was greater in the southern cities such as Atlanta and Hous- 
ton than in New York and Philadelphia. 

The rise in the cost of living in these two southern cities from 
1945 to 1958 was greater than in the North and for the Nation as a 
whole. 

How startling these facts are can be readily visualized when we 
take into account the existence of the greater proportion of low paid 
retail employees in the South. 

Retail employees have already told the Congress of their plight. 
Mrs. Barbara Brown of Canby, Oreg., a young mother of 21, told the 
subcommittee: 

I am working at Canby, Oreg., at $1 an hour. It is not much better but it 
helps, it really does. You would be amazed at what that little dollar does, you 
know, but it is a problem. 

She pointed out that the difference between 85 cents an hour and $1 
an hour in her case was “the difference between starving and existing.” 
This young mother spoke of almost a million and a quarter underpaid 
employe ees in the large retail enterprises. 

It is for them for whom the RCIA seeks the passage of Senate bill 
1046 and for whom Congress must exercise its power to regulate com- 
merce in accordance with the Constitution of the United States. 

Opponents of this legislation say that Congress has no right to move 
in this field. This is not so. Congress has full constitutional power 
to extend coverage of the present Fair Labor Standards Act to large 
retailers doing a ‘half million dollars in gross sales a year, and whose 
activities affect commerce as set forth in Senate bill 1046. These 
standards are the same as those which have been adopted by the 
National Labor Relations Board effective November 1, 1958. ‘They 
have been upheld by our courts, which have consistently held that the 
selling function of large retail enterprises are not really local in 
character and cannot be divorced from the other directly related and 
essential functions of purchasing, warehousing, financing, manage- 
ment, advertising, personnel training, and general decision making 
exercised across State lines. 

It is the impact of such functions on commerce which is the con- 
stitutional and rational basis for the regulation of minimum wages, 
hours, and child labor. 
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The Supreme Court has said that Congress did not go to the full 
limit of its constitutional power in regulating commerce, in the cover- 
age provisions of the present act. 

Extension of coverage under the act to large retail enterprises 
whose activities affect commerce is solely a question of policy to be 
decided by the Congress. 

The large firms which S. 1046 would cover represent about 3.6 
percent of the total number of retail firms in the United States. 
They account for 43 percent of all retail sales, 43 percent of all re- 
tail employment, and 45 percent of all retail payrolls as of 1954. 

On the basis of these figures we estimate that the large retailers in 
1958 doing an annual business of $500,000 or more did an $86 billion 
business, had 68,400 stores, and had about 2,785,000 employees. ‘These 
large concerns are the expression and extension of power welded 
across State lines. Yet they pay the greater proportion of sub- 
standard wages which burden and harass interstate commerce and 
lower our national standards of living. 

The existence of 23 minimum wage laws in the States and the 
District of Columbia does not 1 believe replace Congress’ constitu- 
tional responsibility in this area of interstate commerce. 

The hodgepodge of the existing State minimum wage laws with 
their great variation in coverage and minimum wage rates places a 
huge burden on interstate commerce and the country’s welfare. 

The majority of the States have no minimum wage law at all, in- 
cluding such large industrial States as Michigan, Indiana, and Ohio. 
Fourteen of the existing laws and the District of Columbia apply 
only to women or women and minors and not to male employees in 
retailing. 

New York, Massachusetts, Connecticut, and Rhode Island have a 
minimum of $1 an hour for all employees and Idaho and Wyoming 
with similar coverage have a minimum of $0.75 an hour. 

The level of the other States are far below even the minimum 
standard proposed in Senate bill 1046. The 16 cents an hour has 
been in effect in Arkansas since 1915 and 22 cents in South Dakota 
since 1943. As to economic effects, the extension of coverage of the 
act to employees of large retailers as proposed in the bill would not 
result in any inflation as has been contended. 

This was the opinion of Secretary Weeks, Secretary of Commerce 
in 1957 and is the judgment of Secretary of Labor Mitchell. 

The maximum impact of the minimum as set forth in this bill 
would be less than one-fifth of 1 percent of retail prices. This slight 
increase would be more than offset by larger profits for retail stores 
from the additional purchasing power which would be placed in the 
hands of underpaid retail employees. 

Studies by the Senate Committee on Labor and Public Welfare on 
the effects of the 1938 act by the Department of Labor to the effect 
of the 1949 amendment raising the minimum wage from 40 to 75 
cents an hour and of the effect of raising the minimum from 75 
cents to $1 an hour in 1956 show that there was no real increase in 
retail prices, and contrary to dire predictions by employers associ- 
ation. groups, produced no advents of dire unemployment as a result 
of this new minimum. 
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Large-scale retail enterprises can afford to pay the cost of coverage 
of their employees under the act. At the beginning of 1958, 95 of the 
largest retailers in the Nation who made about 40 percent of all the 
sales of firms which might be covered by S. 1046 had gross sales of 
$28.7 hillion and net profits before taxes of $1.3 billion. 

The cost of the higher minimum in 1958 would have been 143 mil- 
lion and these companies would have enjoyed almost the same net 
profit after taxes in 1958 as they enjoyed in 1957 had this minimum 
been in effect in 1958. 

The cost to these employers of time and one-half for hours worked 
in excess of 40 hours a week on the basis of surveys in New York. New 
Jersey, and Ohio, which include about 20 percent of all retail em- 
ployees, would be about one-tenth of 1 percent of gross sales. : 

The total cost of such overtime pay would be very negligible in- 
deed. Studies show that the retail prices charged for standard items 
by large retail chains in low wage areas is about the same as that 
charged in high wage areas. 

The RCTA has produced evidence on this point time and again. 

I shall not burden you with a repetition of this point. Mr. Chair- 
man, there is no economic, legal or moral justification for permitting 
the large retail enterprises to continue to pay wages far below 
decent minimum standard nor to allow the employees to work long 
hours without premium pay. 

T submit for your consideration that this situation is tantamount 
to having that part of the economy which is required to pay a minimum 
subsidize the large merchandising establishments. 

Our position is well supported by the president of one of the largest 
retail chains in the Nation, Lansing P. Shield of the Grand Union 
Co., who pointed out that retailers “all buy now at about the same 
price, and competition makes ns sell at approximately the same level. 
Retailing can no longer afford to be considered to be a second class 
industry. or be satisfied with : attracting second class help.” 

Said Mr. Shields : 


The move to include the retail industry under the minimum wage law is wel- 
comed as necessary to the retail industry’s growth and development. 

Mr. Chairman, the need of the workers in the retail field is so great 
that they should be given the same protection under the Fair Labor 
Standards Act as it now affords all other employees. 

I might comment further if I may. First I would like to know if 
there are any questions ? 

Senator Kennepy. In view of the fact that people in the retail trades 
are not paid very much relatively, why is it that there hasn’t been 
more success in organizing them ? 

Mr. Svrreipcr. Mr. Kennedy, I probably could refer you to your 
other committee. The Shefferman technique has set back orranizing 
retailing over the years a great deal. There are more problems of 
contact, “communications, and accessibility. Under NLRB if we walk 
into a retail department store and talk to a retail sales person while 
they are on the job if the boss fires them it is not an unfair labor prac- 
tice and that is that. 

So we have many problems in bringing the message to the people 
that are unorganized, and there are 2 million of them. 








—_ 


TO AMEND THE FAIR LABOR STANDARDS ACT 487 


Senator Kennepy. Why is it more difficult in the retail trades than it 
is for manufacturing? Is it because a lot of them are women, and 
white collar workers ¢ 

Mr. Surrriper. Well, I think that of course has traditionally been 
one of the greatest drawbacks. We represent the white-collar workers 
in the retail field, and they are the people that have traditionally let 
the white collar practically choke them to death. I think in the later 
years though the organized opposition, to get into that field by man- 
agement has been the greatest handicap. 

Anywhere an election could be heid without pressure from either 
side people will normally and naturally vote for anything that will 
bring them more money. 

Senator Kennepy. One of the arguments that we have heard, in 
fact we heard it this morning, was that a good many people who were 
working in these stores are young people who work there in the summer, 
and people who have physical handicaps, people who work there part 
time, people whose productivity is so low that they might be dis- 
charged if the minimum wage went up to $1.25. 

Mr. Surrrince. I believe the retail industry has made a great con- 
tribution to society over the years in taking care of some of the lame 
and the halt. Retailing, however, is one of the largest mass employ- 
ment industries in our Nation. We speak in terms of $4 billion a year 
volume at Sears, $4 billion a year plus volume in A. & P. and that type 
of money. Retailing is not an industry that can be classified when 
you think in terms of millions of employees as just an industry to take 
care of handicapped people, although as I say that particular industry 
has done quite a job in past years. 

Senator KenNneEpy. You don’t feel that if the minimum wage were 
put up to $1.25 that it would cause some unemployment, that there 
would be a tendency to put more dependence on self-service? 

Mr. Surrrivce. I don’t believe there would be any unemployment in 
retailing as a result of an increase in the minimum wage. There has 
been according to the record—lI can’t point to just which statistics at 
the moment, our research man here can—to show that there has been 
an Increase in productivity during the last 8 or 9 years in the retailing 
of an average of 5 percent per year, which means in the last 8 or 10 
years the industry has done just about everything they can do to date 
to mechanize and to go into self-service, including department stores, 
five and dimes, drugstores and so on. 

Senator KenNnepy. If they have to increase their wages 25 percent, 
from $1 to $1.25, you dont think that that tendency might be in- 
creased ¢ 
_ Mr. Surrrivce. Well, it possibly would. I think that the customer 
is already doing most of the work. 

They would probably have to buy some aprons for the customers, 
because it can’t be cut much lower in most industries, in most of the 
branches of retailing. 

Senator KenNepy. Some of the witnesses have pointed out the un- 
fortunate effect of moving the minimum wage from $1 to $1.25 and 
extending the coverage, in those areas that are not influenced by in- 
dustrial wages, the so-called rural areas where $1.25 an hour for a 
woman, for example would be a pretty good wage, particularly in 
some parts of the South, and parts of Maine, New Hampshire, and 
Vermont. 
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Mr. Surrrivce. Well, of course we have brought before the various 
committees on this subject actual articles. We took before one com- 
mittee articles purchased in chainstores in New Bern, N.C., the same 
article purchased in San Francisco, Philadelphia, and New York, 
the major cities around the country, I don’t recall just which cities, 
showing that the same price tag was on this item irrespective of the 
geographical locality where it is sold. 

The thing that I might say in brief is that national pricing is pretty 
much a practice in our country, and people in the smaller towns pay by 
and large the same prices for merchandise in the national chains, 
which do most of the business in our country, as they do in the larger 
cities. 

Senator Kennepy. We have had some witnesses in from Alabama 
who work for a national chain, they were from a small city or large 
town in Alabama. They used to get 75 cents and the union got them 
up to 80 to 85 cents and they are now getting around 90 cents an hour. 

Now to move them up to $1.25 that is a 35-percent increase when 
the union itself is not able to get that wage out of the employers. It 
seems to me that would be a tremendous change. 

Mr. Surrrivce. That is possibly true. There is no getting away 
from the fact that the one down there getting 90 cents an hour is 
paying the same for the products that she or he consumes as the one 
getting $2.25 an hour. 

I think that we have, No. 1, a moral obligation on this particular 
thing. I think that this question of continuing to actually discrimi- 
nate against retailing by legislation is one of the things I believe 
that concerns the people in retailing in this country more than any- 
thing else. 

Representing about 350,000 of the organized people in this country, 
we do not believe that you would find too many people under union 
contracts even down south that are receiving less than the $1 per hour. 

We think that to the contrary it is our obligation, if we must prove 
that we have a right to exist in this country, it is our obligation to do 
something for the people working in retailing, organized or unorgan- 
ized alike. 

Senator Kennepy. I want to thank you very much for your testi- 
mony. 

I am sure that the other members of the committee will read your 
statistical material. 

Mr. Surrrivce. Thank you very much, Mr. Chairman. 

Senator Kennepy. I think that the most important section of this 
bill is the part which extends coverage to the retail trade. 

Mr. Surrrince. I don’t want to prolong this, but I would like to 
say in closing that it is our position that we would like to be covered 
under the Fair Labor Standards Act the same as other folks. But 
if we are not included under the overtime provisions, if after 40 
hours of work and standing up all day long, there is no extra com- 
pensation then it is our position that we are being pushed down into 
third- and fourth-class citizenship. 

That is the way we feel; that we are a part of society, one of the 
large mass employment industries and we would like to be considered 
on an equal basis with the rest of the industries. We are already 
discriminated against by not being covered. A continuation of legisla- 
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tion that sets us apart would not make us receptive to a bill that would 
compound the wrong. 

Senator Kennepy. Let me get that clear now. You mean in other 
words if we brought you under the coverage so far as the minimum 
wage is concerned, but not on overtime, that you would not be inter- 
ested ? 

Mr. Surrrmpce. As far as covering our group under minimum 
wages and continuing that specific discrimination, no, we would not 
be receptive. This would be a continuation of second-class citizenship 
for people working in retailing. Iam very frank. 

Senator Kennepy. You wouldn’t be receptive? I am not clear. 
What is that again ? 

Mr. Surrringr. I am aware of the origin of this. There is no rhyme 
or reason for it. I am not quarreling with an adjustment period. I 
am not referring to that. There may be a need for an adjustment 
period. I am aware of that. But what I am saying is that if there 
must be continued arbitrary discrimination against the people brought 
under this bill in retailing, then we would not be too overjoyed at 
merely being brought under the bill as a second-class citizenship anee 
If a person working in a waerhouse is entitled to time and a half 
after 40 hours, our people can see no reason why a person working for 
Sears or other giant retailers in a really mass employment industry 
should not likewise be covered. 

Senator Kennepy. In other words, then you would be opposed to 
this bill if it included retail people as far as the minimum per hour 

but did not include the 40-hour week? You would not support 
the legislation ? 

Mr. Surrrivce. That’s right, unless there was overtime after 40 
hours written into it as in all other industries. 

Senator Kennepy. Thank you very much. 

The next witness, the last witness today, will be Mr. Gilbert John- 
son, representing the Lake Carriers Association of Cleveland, Ohio. 

Mr. Johnson, will you proceed ? 


STATEMENT OF GILBERT JOHNSON, LAKE CARRIERS ASSOCIATION 
OF CLEVELAND, OHIO 


Mr. Jounson. Mr. Chairman, my name is Gilbert R. Johnson. I 
appear as counsel for Lake Carriers Association. My office address is 
1208 Terminal Tower, Cleveland, Ohio. I would like to offer for the 
record the prepared statement on behalf of Lake Carriers Association 
made for its some 32 member companies. 

There is one fact which I would like to call to the attention of the 
committee and that is the comparative average weekly wage of Great 
Lakes seamen and shore workers in Ohio. There are as I understand 
it about 330 separate industries whose employees are covered for 
unemployment compensation purposes in Ohio. 

According to the 1957 reports of the Ohio Bureau of Unemploy- 
ment Compensation, the average weekly wage of all employees in 
Ohio is about $92. The average weekly wage of the Great Lakes 
seamen, and that includes officers is about $163. The comparison is 
more striking, Mr. Chairman, when it is taken into consideration that 
the employment period on the Great Lakes is about 8 months of the 


year. 
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In other words, the Great Lakes seamen earns in a period of 8 
months of the year a great deal larger sum spread over the year than 
shore workers generally in Ohio do. 

Mr. Chairman, the association on behalf of its member companies 
urges the committee to continue the exemption of seamen from the 
provisions of sections 6 and 7 of the Fair Labor Standards Act, 

(The statement referred to follows :) 


STATEMENT OF LAKE CARRIERS’ ASSOCIATION, CLEVELAND, OHIO, OPPOSING 
EXTENSION OF COVERAGE To INCLUDE SEAMEN 


Lake Carriers’ Association is an organization composed of 32 companies 
owning and operating some 321 American-flag bulk cargo vessels on the Great 
Lakes. The vessels of association members transport about 95 percent of all 
bulk commodities, such as iron ore, coal, limestone, grain and petroleum, mov- 
ing between U.S. ports on the Great Lakes. Of the more than 14,000 officers 
and seamen required to man the privately owned American-flag Great Lakes 
fleet in times of full operations, about 11,500 officers and seamen are employed 
on vessels of members of the association. 

Lake Carriers’ Association and its member companies are unalterably op- 
posed to any modification of the Fair Labor Standards Act of 1938, as amended, 
which would extend any of the provisions of the act to Great Lakes seamen. 
This opposition is based on two firm and fundamental beliefs : 

First, that neither the policy nor the purposes of the act would be furthered 
by bringing Great Lakes seamen within the purview of the act; and 

Second, that the characteristics of maritime employment on the Great Lakes 
and the statutory and case law governing such employment, make it unsus- 
ceptible of regulation under the Fair Labor Standards Act. 

It is precisely for these reasons that seamen were first excluded from the 
act when originally adopted. They are equally valid today. 


THE POLICY AND PURPOSES OF THE ACT 


The reports of the Senate Committee on Labor and Public Welfare and the 
House Committee on Education and Labor, as well as the statements of various 
Members of Congress on the floors of the Senate and House at the time the 
Fair Labor Standards Act was adopted, amply demonstrate that it was the 
policy of Congress to enact a law which would not conflict with other laws 
relating to seamen or the regulations of administrative agencies promulgated 
thereunder. It was said by Senator (now Mr. Justice) Black, in the report 
of the Senate committee, that “it was the policy of the committee, in cases 
where regulation of hours and wages are given to other governmental agencies 
to write the bill in such a way as not to conflict with such regulation. That 
action was taken with reference to maritime workers.” This policy has been 
continued ever since. 

One of the purposes of the act is to eliminate substandard wages, and 
certainly the wages paid Great Lakes seamen are not substandard. The latest 
available statistics of the Ohio Bureau of Unemployment Compensation (cover- 
ing the year 1957) show that on a calendar year basis the weekly earnings 
for all persons employed on American-flag Great Lakes vessels averaged $163.20 
($100.74 for nonsupervisory personnel) whereas the weekly earnings of other 
employees in Ohio averaged $92.15. In fact, the average weekly pay rate for 
Great Lakes seamen was the highest of any of the 333 separate industries 
listed by the Ohio Unemployment Compensation Bureau. 

The foregoing statistics, which are based on a 52-week calendar year, are 
even more ;startling when it is realized that the navigation season on the 
Great Lakes is about 40 weeks. In other words, Great Lakes seamen earn 
more during the 40-week navigation season than most employees of industry 
earn in a full 52-week year. 

It should be emphasized, too, that employment practices on the Great Lakes 
are distinctive even in the maritime industry. All unlicensed seamen employed 
on vessels of association members receive compensation on the basis of an S-hour 
day at rates far in excess of those required by the act, even as to the lowest rated 
seaman who receives at least $1.64 per hour. Overtime at 11% times the regular 
rate is paid for hours worked in excess of 8 per day and 40 per week. On holidays, 
when no work is performed, these seamen receive a full day’s pay and are credited 
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with 8 hours regular time which counts toward the first 40 hours of a workweek. 
When work is actually performed on the holiday, the seaman is given double 
time and again credited for a full 8 hours straight time even though he may not 
have worked as much as 8 hours. 

On many vessels equipped with self-unloading machinery all unlicensed engine 
and deck personnel receive premium pay in addition to regular hourly wages for 
all hours on watch while the vessel is discharging cargo. Premium pay is also 
provided in other instances where seamen are asked to perform certain specific 
tasks as, for example, cleaning backheads. It is customary on a Great Lakes 
yessel employing day workers, if called out more than two times during the day to 
perform their regular assignments, to compensate such personnel at 1% times 
their regualr rate for all itme worked during the third or additional working 
period, even though they may not have worked as much as 8 hours that day. In 
no instance are these special premium rates paid in connection with hours 
worked in excess of the normal or regular work day and are not included within 
the regular hourly wage rates paid unlicensed seamen, which rates, as previously 
mentioned, are far in excess of the minimum wage requirements of the act, even 
in the ease of the lowest rated seaman. 

Being merely illustrative of employment conditions on the Great Lakes, these 
practices are of immense benefit to seamen, placing them among the highest 
paid workers in industry. If, however, such employment were to be brought with- 
in the purview of the Fair Labor Standards Act, it would be a practical impos- 
sibility to continue such wage practices because of the difficulty in computing the 
basic or regular rate of pay for purposes of the act. No one, least of all Great 
Lakes seamen, stand to gain by such regimentation. Extending the act to Great 
Lakes seamen would only serve to restrict the many wage benefits they now 
receive and bestow\upon them no greater economic benefits than they now 
receive. 

A further purpose of the act is to spread employment by shortening the hours 
of work. Such legislation has no place in the Great Lakes vessel industry. The 
complement of officers and crew for Great Lakes vessels is specified by the U.S. 
Coast Guard in accordance with the requirements of safety (46 U.S.C.A. sec. 222; 
C.F.R. part 157). Under the Seaman’s Act of 1915, as amended, the division of the 
crew into at least three substantially equal watches is compulsory by law and no 
seaman may be shipped to work alternately in the fire room and on deck or vice 
versa (46 U.S.C.A. sec. 673). This section of the Seaman’s Act also fixes the 
maximum work day at 8 hours and prohibits the performance against the sea- 
man’s will of unnecessary work in port on Sunday and certain named legal 
holidays. 

In view of these facts and the further fact that the regulation of hours and 
wages of seamen are to a large extent given to other governmental agencies, such 
as the Coast Guard, the wisdom of that policy which first excluded seamen from 
the coverage of the act becomes all the more apparent. The employment of sea- 
men is unlike any other industrial vocation. The addition of one more regulatory 
agency in the form of the Administrator of the Wage and Hour Division of the 
Department of Labor, who necessarily is guided by a totally different set of 
standards and objectives, could but result in inevitable conflict, confusion and 
onerous regulation without gain or benefit to anyone. 


THE CHARACTERISTICS OF MARITIME EMPLOY MENT 


Today there is no less regulation of the wages, hours, and conditions of em- 
ployment for seamen than when the Fair Labor Standards Act was first adopted. 
The statutory and case law governing maritime employment is peculiar to the 
industry. No one may be employed as a seaman in any capacity either as an 
officer or member of the crew of a U.S. vessel unless he holds a license as an 
officer or a certificate of service as an unlicensed seaman for the position in 
which he is engaged. 46 U.S.C.A. §§ 221-240, 672. 

On a Great Lakes vessel the master must make a contract in writing with 
every seaman before the vessel leaves port showing the term of the voyage or 
the period of employment. 46 U.S.C.A. §574. In the event of wrongful dis- 
charge the seaman is entitled to wages for the full term of employment. Huarri- 
min v. Midland S.S. line (2 CA) 208 F, 2d 564. As previously noted, the man- 
hing requirements of a vessel, the maximum workday and the division of the 


crew into at least three substantially equal watches is controlled by statute and 
supplemented by administrative regulations. 
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Under the maritime law a seaman is considered to be “in the service of the 
ship” if he is generally answerable to the vessel’s call to duty even though he 
lay not be engaged in the performance of routine tasks or under specifie orders. 
Farrell vy. United States, 356 U.S. 511. The concept that the seaman is “acting 
in the course of employment” while “in the service of his ship” is not unusual 
considering the characteristics of maritime employment. However, despite the 
fact that the policy and purposes of the case law, the Seamen’s Act and related 
statutes, giving rise to the concept are vastly different from those of the Fair 
Labor Standards Act, were that act presently to apply to seamen, it is clear that 
compensation would be required during all times that the seaman is in the 
service of lis ship. This would be true whether or not he is standing a regular 
watch or performing other work pursuant to the instructions of his superior 
officers. Numerous court decisions indicate that the act requires compensation 
for all hours during which employees are required to be on the premises of the 
employer subject to call and amenable to the employer's discipline, even though 
not actively engaged in work. Armour v. Wantock, 323 U.S. 126: Skidmore v. 
Swift &é Company, 323 U.S. 134. 

It is probable that the Wage and Hour Administrator, guided by these de- 
cisions and his own extensive interpretative bulletins, would not be inclined 
nor would he have authority to exclude from compensation periods recognized 
by the maritime law as being in the service of the vessel. The Administrator 
considers periods of activity as compensable depending upon the degree to 
which the employee is free to engage in personal activities. He also considers 
the frequency with which an employee is called upon to engage in work and 
does not view the employee’s time as his own as long as he remains conveniently 
available to carry out the instructions of his employer. Thus, as a general rule 
under present law, hours worked are not limited to time spent in acts of labor. 
Interpretive Bulletin No. 13. The existing views of the Administrator place 
all emergencies as falling within the call of duty and hence compensable. Ad- 
ministrative Opinions, October 1938, April 10, 1941. 

It has been proposed in §8. 1046 and related bills, to delete the seaman’s 

exemption, clause 14, subsection (a) of section 13 of the act, and provide that 
for purposes of the application of sections 6 and 7 to the employment of seamen 
on American vessels any such employee shall be paid not less than “the rate 
which will provide to such employee, for the period covered by the wage pay- 
ment, wages equal to compensation at the minimum hourly rate prescribed in 
paragraph (1) of subsection (a) of section 6, or the overtime compensation rate 
prescribed in subsection (a) of section 7, or both, as may be appropriate, for all 
hours during such period when he was actually on duty (not including off-duty 
periods within such periods which are provided pursuant to the employment 
agreement or periods aboard ship when the employee was not, at the direction 
of a superior officer, either performing other work or standing by).” 
The effect of this amendment would be to bring seamen under the minimum 
wage and maximum hours provisions of the act as to so-called hours “actually 
on duty”. Such a proposal is highly objectionable in that the Wage and Hour 
Administrator would then have the task of deciding when a seaman is “actually 
on duty”. Similarly, the Administrator would have to determine what are 
“off-duty periods within such periods which are provided pursuant to the em- 
ployment agreement” and “periods aboard ship when the employee was not, 
at the direction of a superior officer, either performing other work or standing 
by.” 

No governmental agency has ever found it necessary to codify or accurately 
detail the actual duties of a seaman. They are, however, known and understood 
as among the master, his officers and seamen. To attempt to define now the 
duties of a seaman or the hours “actually on duty” would end in hopeless 
confusion. 

Existing maritime law avoids confusion and ambiguity by permitting the 
master and seamen to define the working day by contract. Overtime is then 
paid for all work, whatever it may be, done outside specified working hours 
under authorization of the master or other responsible officer. This no longer 
would be true were the Administrator to attempt to codify or regulate the 
hours “actually on duty”. 

The maritime law places continued responsibility for the safety of the vessel, 
her cargo and crew, upon the master. It is essential that he have authority 
equal to that responsibility. Any attempt to define the duties of seamen by 
administrative regulation would place serious limitations on the master’s au- 
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thority and jeopardize the safety of vessels at sea. Hence, apart from the fact 
that no useful purposes would be served by bringing seamen under the act, S. 
1046 is equally as objectionable as those bills which would extend the act’s 
coverage to seamen without restriction. 


CONCLUSION 


That Congress acted wisely in excluding seaman from the Fair Labor Stand- 
ards Act cannot be challenged. The act is wholly unsuited to the relationship 
which exists between the Great Lakes vessel owner and the seaman. 

Regulation of the type contemplated in the act is wholly unnecessary, not 
only because of the high wage standard prevailing throughout the Great Lakes 
vessel industry but also because the wages, hours, and conditions of employment 
of Great Lakes seamen are already closely regulated under existing acts of 
Congress. Indeed, enactment of any of the proposals advanced so far for ex- 
tending the Fair Labor Standards Act to seamen would only create legal con- 
flicts and produce an avalanche of litigation. Actually, Great Lakes seamen 
stand to lose substantial wage benefits from the enactment of such legislation. 

Section ¢, of S. 1046 would predicate extension of the act to certain industries 
affecting commerce upon the existence of labor conditions detrimental to the 
maintenance of the minimum standard of living necessary for health, efficiency, 
and general well-being of workers. Certainly such conditions are not char- 
acteristic of Great Lakes vessel industry. The purposes of the act would not be 
served by extending it to Great Lakes seamen. 

For these reasons Lake Carriers’ Association and its member companies 
strongly urge that the provisions of the Fair Labor Standards Act of 1938, as 
amended, not be extended to include seamen. 


Senator Kennepy. Thank you very much. We heard some testi- 
mony about this this morning, so far as seagoing vessels are concerned. 

Mr. Jomnson. I appreciate very much, Mr. Chairman, your taking 
me out of order. 

Senator Kennepy. The subcommittee will meet in this room tomor- 
row, following an executive meeting of the full committee which is 
scheduled for 10 a. m., to hear testimony from the representatives 
of the Chamber of Commerce. 

(Whereupon, at 4 p.m. the subcommittee recessed, to reconvene fol- 


lowing an executive meeting of the full committee scheduled at 10 a. m. 
W ednesday, May 13, 1959.) 


_—— Te a oo —_ a Se 





TO AMEND THE FAIR LABOR STANDARDS ACT 


WEDNESDAY, MAY 13, 1959 
U.S. Senate, 


SuUBCcOMMITTEE ON LaBor OF THE 
CoMMITTEE ON LaBor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:25 a.m., in room 
4232, New Senate Office Building, Senator Pat McNamara presiding 
pro tempore. 

Present: Senators McNamara (presiding pro tempore), Kennedy, 
Goldwater, and Prouty. 

Also present: Senators Cooper and Javits, members of the com- 
mittee. 

Committee staff members present: Stewart E. McClure, chief clerk ; 
Ralph Dungan, professional staff member; Michael Bernstein, minor- 
ity counsel; Raymond D. Hurley, minority professional staff member; 
and Joseph Goldberg, technical assistant, U.S. Department of Labor. 

Senator McNamara. The hearing will be in order. We have wit- 
nesses this morning from the Chamber of Commerce of the United 
States. Mr. Sydnor who is president of the Southern Department 
Stores, Inc., Richmond, Va., and Mr. H. B. Devinny, of Baltimore, 
Md. 

Would you gentlemen care to come up and take your places at the 
long table here? 

I see you have a prepared statement. You may proceed in your own 
manner, sir. 


STATEMENT OF EUGENE B. SYDNOR, PRESIDENT, SOUTHERN DE- 
PARTMENT STORES, INC., RICHMOND, VA., ACCOMPANIED BY 
H. B. DEVINNY, VICE PRESIDENT, DAVISON CHEMICAL CO., 
BALTIMORE, MD.; WILLIAM B. BARTON, GENERAL COUNSEL AND 
MANAGER, LABOR RELATIONS AND LEGAL DEPARTMENT; DR. 
EMERSON P. SCHMIDT, MANAGER, ECONOMIC RESEARCH DEPART- 
MENT; AND HILTON DAVIS, MANAGER OF DOMESTIC DISTRIBU- 
TION DEPARTMENT, CHAMBER OF COMMERCE 


Mr. Sypnor. Mr. Chairman, and members of the committee, I am 
Eugene B. Sydnor, Jr. I am a retailer and president of Southern 
Department Stores, Inc., a group of small department stores in Vir- 
ginia, North Carolina, and South Carolina. I am also a member of 
the Virginia State Senate, representing the city of Richmond. 

I appear here today as spokesman for the Chamber of Commerce 
of the United States, a federation of some 3,500 local and State 
chambers of commerce and trade and professional associations having 
an underlying membership of more than 214 million businessmen— 
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most of whom are small businessmen. I am a member of the Cham- 
ber’s Domestic Distribution Committee. 

My associate in the presentation of this testimony today is Mr. H. 
B. Devinny, vice president, Industrial and Public Relations, Davison 
Chemical Co., Baltimore, Md. 

Also with us are William B. Barton, general counsel and manager 
of the Chamber’s Labor Relations and Legal Department, Dr. Emer- 
son P. Schmidt, manager of the Chamber’s Economic Research De- 
partment, and Hilton Davis, manager of the Chamber’s Domestic 
Distribution Department. 

The National Chamber believes the legislation on which these hear- 
ings have been scheduled would have an “adverse effect on the national 


ec onomy—thus, we apprec iate your giving us the opportunity to ex- . 


press the Chamber’s views in opposition to S. 1046. 

My comments will relate mainly to the extension aspect of this legis- 
lation—the proposed broadening of coverage of the Fair Labor Stan- 
dards Act to encompass workers not now covered by the law. Mr. 
Devinny will follow me with more direct comments relating particu- 
larly to the proposed increase in the minimum wage to $1.25 an hour. 

Members of the National Chamber have expressed the belief that the 
Fair Labor Standards Act should be limited in coverage to employees 
engaged in or producing goods for, interstate commerce. 

Also, it should specifically exempt those industries and trades— 
such as retail and service operations—which are essentially local in 
character, and any others to which application of the law would be 
inequitable and unjust. 

On the basis of these principles, the Chamber supports preservation 
of the exemptions now written into the law. 

Because the proposed extension of coverage under S. 1046 would 
have the greatest impact in the retail and service trades, I shall speak 
mainly about these exemptions. However, much that I say also will 
be applicable to other fields in which coverage would be broadened by 
this bill. 


ANALYSIS OF PROPOSED NEW COVERAGE 


Preparatory to stating reasons for opposing extended coverage, it 
is appropriate to analyze the scope of new coverage proposed by S. 
1046. 

This bill would enlarge significantly the basic coverage of the Fed- 
eral Wage and Hour law—going far beyond the current limitation 
of coverage to employees engaged in, or producing goods for, inter- 
state commerce. It introduces a new cover ‘age concept aimed at em- 
ployers engaged in “activities affecting commerce”—a phrase defined 
in the bill as including “any activity in commerce, necessary to com- 
merce, or competing w ith any activity in commerce.” 

Such a definition is seemingly broad enough to encompass virtually 
any type of business enterprise. For example, a barber shop whose 
services improve the presentability of a manufacturer’s representa- 
tive traveling in interstate commerce might thereby be considered as 
performing services that are “necessary to commerce.” 

Similarly, the restaurants and gasoline service stations that serve 
the representative during his multistate travels also would seem to 
be performing services “necessary to commerce. 
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In the event any one of these establishments were competing with 
a similar establishment very obviously engaged in interstate com- 
merce, it would also be covered because of the element of competition 

“with any activity in commerce.” 

This new coverage clause would give the Federal Government dras- 
tically broad authority over local and intrastate businesses. 

Also, the definition of “produced,” in section 3(j) of S. 1046, is 
broadened to cover not just employees engaged in working on goods 
for interstate commerce, but also employees engaged in “any process or 
occupation necessary” to production. It is conceivable that admin- 
istrative and court interpr etations of this definition could embrace the 
entire business community. 

The bill, of course, does not now take full advantage of the maxi- 
mum coverage that would be possible under these foregoing changes. 
Instead, it defines employers engaged in activities affecting commerce 
as those operating seven specific types of enterprises—some of which 
are further defined by sales volume criteria—thus establishing new 
coverage under thelaw for retail and service enterprises, laundries, dry 
cleaning firms, local transit systems, taxicab operating companies, and 
construction and/or reconstruction enterprises. 

Also brought under coverage—because S. 1046 eliminates their exist- 
ing exemptions—are employees of small newspapers, small sawmill 
operations, and those employed in the packing and processing of sea- 
food. 

The severity 5 . 1046 is perhaps best illustrated by examination of 
section 3(T) (7). This extends coverage to all employees of any em- 
ployer who ‘has one or more employees engaged in commerce or in the 
production of goods for commerce if the annual gross volume of sales 
of such enterprise is not less than $50,000.” 

An employee can be engaged in commerce simply by traveling regu- 
larly across State lines while working—or by regularly using the 
mails, telephone or telegraph for interstate communication—or by 
ordering, receiving, or kee ‘ping records on goods received from outside 
the State. 

Such an employee could be found in many retail and service firms. 
Thus, the employees of these establishments would be covered even 
though the firms might be too small to have annual sales volume of 
$500,000 or more which is the minimum for coverage in retail busi- 
ness under section 3(t) (1). 

In other words, there appears to be a conflict between certain pro- 
visions as the bill is now written. 





IMPACT OF MAINTAINING SALARY DIFFERENTIALS WOULD MEAN BIG LABOR 
COST INCREASE 


It should be made clear that S. 1046 involves much more than 
merely raising the wages of the employees earning less than $1.25 in 
the newly covered establishments. It also would mean upward wage 
adjustments for other, higher-paid employees in a given establish- 
ment, 

Wage differentials are highly prized by employees; those at higher 
pay levels will not be content to sit still while those at low-pay levels 
are boosted by this legislation. They will demand, and expect, simi- 
lar pay increases. 
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There is evidence of this indirect effect from New York where State 
minimum wage regulations are in effect. On January 8, 1958, Gov- 
ernor Harriman’s message to the New York State Legislature con- 
tained this statement : 





Within the past year, legal minimum wages have been increased in 6 of the 
10 industries covered by minimum wage orders. We estimate that some 150,000 
employees had their wages increased as a direct result of these orders, and that 
an additional 450,000 received increases as an indirect Consequence of the 
orders. 


In other words, three times as many had their wages increased 
indirectly as directly. 

Thus, the businesses brought under coverage of the law by S. 1046 
would be confronted with a far greater wage cost increase than one 
might expect from a mere surface examination of this bill. 
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1046 REPRESENTS FEDERAL 
SHOULD BE LEFT 





INVASION INTO REGULATORY 
TO DISCRETION OF STATE 
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The preponderance of sales activities and functions performed by 
retail and service enterprises is essentially local or intrastate in char- 
acter—and, thus, does not constitute any basis for subjecting the 
trades to Federal wage-hour control. 

This fundamental, local characteristic of the retail and service 
trades was obvious in 1938 when the wage-hour law was passed—and 
is still sotoday. You cannot change it by simply changing the word- 
ing in the law to apply coverage to enter prises engaged in an “activity 
affecting commerce”’—and by specifying sales volume criteria as a 
coverage determinant. 

The proposal in S. 1046 to cover employers engaged in an “activity 
affecting commerce” is sufficiently broad to include virtually all types 
of business operations. Of course, “mom and pop” stores are specifi- 
cally exempted—but, even there,.the mere hiring of a brother-in-law, 
or a teenage nephew, or another person having relationship to the 
owner other than parent, spouse or child, would be enough to remove 
the exemption, if the sales volume is sufficiently great. 

Even though the proposed broad coverage clause is limited by 
arbitrary standards of gross annual volume, those em yloyers so 
exempted would still theoretically be within the scope of “activity 
affecting commerce.” The only factor protecting them from this 
Federal authority would be their annual sales volume. In subse- 
quent years, there would undoubtedly be moves to lower ‘this factor to 
$300,000—to $100,000—and so on, until there is no cutoff at all. 

As a State legislator I am very conscious of the provisions of the 
Federal Constitution that assign to the Federal Government in the 
field of business and trade control of interstate commerce. 

Under our constitutional form of government, powers not dele- 
gated to the Federal Government are reserved to the States and these 
include supervision of local or intrastate commerce. 

However, S. 1046 proposes by Federal action to apply nationwide 
uniform regulations to these basically local activities, and if enacted 
could mark the passing of the last frontier between the proper legal 
functions of State governments and an all-powerful Federal bureauc- 
racy constantly extending its power. 
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Furthermore, another extremely undesirable nature of the funda- 
mental change proposed by S. 1046, is involved in the fact that 
29 State governments have already enacted minimum wage laws 
which properly concern intrastate and local trade. 

It, therefore, cannot be said that this is a field in which the States 
have failed to act. It would appear that supporters of 5S. 1046 
propose this drastic change—— 

Senator Cooper. Mr. Chairman, if you will excuse me a moment. 
Iam having some difficulty in following you. Are you reading di- 
rectly from your statement or jumping from section to section. 

Mr. Sypnor. I am including in the testimony a personal aside. 
The prepared statement here is the position of the U.S. Chamber. 

Senator Coorer. Thank you. 

Mr. Sypnor. It would appear that supporters of S. 1046 propose 
this drastic change in the relationship between State and Federal 
Governments since they wish to force one overall standard on all 
business and trade no matter how widely needs and conditions vary 
in each of our 50 States. 

I firmly believe that the State legislatures are the proper bodies 
to take any necessary action and correct any inequities that may exist 
in this field. 
\ 
EXTENDED COVERAGE WOULD JEOPARDIZE EMPLOYMENT OPPORTUNITIES IN 
RETAIL AND SERVICE TRADES 





























Although S. 1046 is allegedly designed to improve the welfare of 
workers, the chamber believes the bill actually would create unemploy- 
ment in the retail and service trades. 

tetailing, for example, offers comparatively good employment 
stability, as was evidenced during the recent recession. From August 
1957 to June 1958, retail employment declined only 1 percent, while 
manufacturing employment dropped 12 percent. 

Also, the retail and service trades are perhaps the major fields for 
employment of the inexperienced young beginners and older workers, 
those generally less productive employees, often working on a part- 
time basis. Nationwide, according to the U.S. Department of Labor, 
part-timers account for about one-fourth of total nonsupervisory em- 
ployment in retailing. Most of these employees would be unemploy- 
able if they were deprived of employment opportunities in retailing. 

All of this—the general employment stability and the oppor- 
tunities for inexperienced employees—would be seriously jeopardized 
by extension of Federal minimum wage provisions to the retail and 
service trades. 

As employers are forced to make staff reductions to keep total labor 
costs in line, the inexperienced employees would be the first to go, fol- 
lowed by others whose productivity 1s not on a par with the manda- 
tory wage level. Since a great many of these employees could not 
hope to gain other employment, they would thus be forced out of 
the labor market entirely. 

In this connection, the New York State Council of Retail Mer- 
chants has reported that retail merchants there have made substan- 
tial efforts to reduce the number of employees, thereby lessening the 
impact of the State’s $1 minimum wage. 
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It seems most unwise to gamble with legislation such as S. 1046 
which undoubtedly would add still more people to the unemployment 
ranks, thus depriving them of a source of income. 


OVERTIME PROVISIONS WOULD FORCE CURTAILMENT OF EARNING 
OPPORTUNITIES 


The 1956 BLS report on retail earnings and hours showed that 
over 2.7 million employees, 45 percent of the retail total, worked 41 
hours or more a week—a “haiti that can be attributed largely to 
the public’s shopping habits. The fact that almost half of all retail 
nonsupervisory employees work more than 40 hours a week leaves no 
no doubt that overtime provisions of the act would have a severe 
effect in retailing. It is obvious that employers would try to shorten 
work hours to avoid excessive overtime pay, and the result could well 
be injurious to workers whose earnings include commissions. 

It was in the area of hours, for example, that Secretary of Labor 
Mitchell, testifying in 1957 before the Senate Labor Subcommittee, 
opposed extension of the overtime provision of the act. He pointed 
out that— 
the situation of retailers in terms of working practices, as far as hours are 
concerned, is such that it might perhaps work to a disadvantage not only of 
the business but to the employees if the overtime provision were applied.’ 

Knifing to the core of the problem, Secretary Mitchell further 
stated— 

Bearing in mind, as I think we have to bear in mind, that the Fair Labor 
Standards Act specifies that it shall not be applied * * * if unemployment is 
to be caused or if there is to be any undue hardship, it seems to me that when 
an industry, a service industry such as this which must remain open to the 
public 6 days a week, that the imposition at the Federal level of a mandatory 
ceiling on the number of work hours might be very disruptive.’ 

Mr. Mitchell’s realistic appraisal of the overtime problem is as 
true today as it was in 1957. 

The overtime provision would be especially penalizing to sales peo- 
ple working on an incentive or commission basis. Naturally, employ- 
ers would try to find ways of reducing overtime, and the very reduction 
of weekly hours would curtail the selling opportunities and earning 
power of commission-type sales people. 

This type of salesman, if he is to maximize his earnings, cannot 
be shackled by a 40-hour week. Customers do not oblige the retailer 
by coming in to shop in even numbers and at regular intervals, in 
assembly line fashion. This explains why, for floor sales people, 
many hours are not productive. They spend some of their time just 
waiting for customers. It is the customer, not the employer or the 
sales person, who really sets the pattern of retail hours. 

Under a restricted 40-hour selling week, sales people working on a 
commission basis would be denied the opportunity to maximize their 
earnings. 


1“Proposals To Extend Coverage of Minimum Wage Protection,” hearings before the 
Subcommittee on Labor of the Committee on Labor and Public Welfare, U.S. Senate, 
SPsh foes. iat sess., on S. 1135 et al., Feb. 25, 28, Mar. 1-25, 1957, pp. 885-886. 
vid., p. 5. 
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EXTENDED COVERAGE WOULD INCREASE PRICES TO CONSUMERS 


Extension of coverage to the retail and service trades would neces- 
sitate some increase in prices paid by consumers for goods and services 
at these levels. The amount of increase would depend on the extent 
to which employers could compensate for the added labor costs 
through layoffs, but some consumer price increases would be 
inescapable. 

Since extended coverage would increase the labor costs of retail 
and service firms, these firms would have to raise prices to help cover 
their own added labor costs. Also, if S. 1046 becomes law, estab- 
lishing a higher minimum wage level for industries already covered, 
it is likely that producers in industries such as textile, apparel, hosiery, 
and leather goods would be for ced to try to recoup some or all of their 
added labor costs by raising prices. "Thus, the retailers would get 
the brunt of a double impact on costs from the merchandise they buy 
and from the labor they employ. This cost squeeze would mean an 
inevitable price rise in consumer commodities. 

Let there be no doubt that enactment of legislation such as S. 1046 
would be tantamount to legislating higher consumer prices. The 
consumer will have to defray some of the added costs that would 
result from this legislation. 

Furthermore, consider the many people, retired and otherwise, 
whose wages would not be affected by the legislation. Their wages 
would remain static, but their pure hasing power would drop. They 
would be confronted with the higher prices imposed to compensate 
for the legislated wage boost in other fields. They would be saddled 
with the extra financial burden of helping pay for wage hikes in 
retailing, service trades, and other industries. 

At a time when the American public is tiring of higher and higher 
prices on goods and services, the public interest would not be served by 
enactment of legislation such as S. 1046, which would aggravate infla- 
tionary tendencies and further reduce the purchasing power of the 
consumer dollar. 


SMALL BUSINESS WOULD BE HIT BY INDIRECT EFFECT AND SUFFER 
WEAKENED COMPETITIVE POSITION 


Some supporters of extended coverage have attempted to convey the 
impression that. this type of legislation will not affect. smaller busi- 
nesses. In fact, the bill itself, by establishing annual sales volume asa 
coverage determinant, conveys the same impression. 

Such an impression is grossly misleading. True, smaller retail and 
service establishments whose sales volume falls below limits specified 
in the bill would not technically be brought under coverage of the law. 
But, they would nevertheless have to remain competitive in the labor 
market with larger establishments which are brought under coverage. 

Thus, the legislation would affect smaller businesses indirectly, mak- 
ing it necessary for them to adjust their wage levels upward if they 
wish to compete with larger firms for the better employees. 

The technical exemption, therefore, would not. protect small retail 
and service establishments from the burden of additional labor costs. 
Like their larger competitors, they too would face the problem of 
adjusting to increased costs, if this legislation is enacted. 
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Because of this indirect effect, the small merchant will face two 
to atives in attempting to compensate for the added labor costs: 

. He can attempt to increase his prices to cover the added labor 
were 

2. He can reduce the number of employees, in order to keep total 
wage costs at the same level. 

Of course there might be another alternative; his going out of 
business. 

Either of the two choices would be economically harmful. The 
former choice could well meet consumer resistance that would cause a 
dropoff in business; the latter choice would probably result in 
decrease operating efficiency and a reduction of services to the cus- 
tomer. 

The net effect would be a weakened competitive position for the 
small businessman—in spite of the fact that, technically, he would be 
exempt from the law’s coverage. 

Much as Congress does not wish to harm small business, the cham- 
ber firmly believes S. 1046 would be d: amaging to sm: 
actually accelerate the failure rate for our small business establish- 
ments. 

A vote for minimum wage extension would be a vote against Main 
Street. 


RECORD KEEPING REQUIREMENTS WOULD BE COSTLY PROBLEM 


The mandatory maintenance of certain records under the wage-hour 
law should not be overlooked as a costly problem for those firms in 


local commerce which are proposed for new coverage in S. 1046. 

Existing regulations require that 17 separate records be maintained 
for each employee for 3 years—and 7 other records for 2 years. There 
are also additional requirements as to how these records shall be kept. 

The problem of maintaining these records is illustrated by the 
fact that about half of the covered establishments investigated by 
the Labor Department each year are found failing to comply with 
the law or the complicated regulations issued under it. 

Since most of the smaller retail and service establishments do not 
have legal or acounting specialists, the proper maintenance of these 
records would impose still another problem on these establishments— 
the solution of which would represent another cost factor. 

In addition bear in mind that many of these employees regularly 
receive tips in the course of their work—or commissions—or bonus 
types of payments. Thus, the record-keeping involved particularly 
in computing overtime pay, would be extremely burdensome and costly 
to employers. 


EXTENDED COVERAGE WOULD NECESSITATE INCREASED FEDERAL 
EXPENDITURES 


A final consideration often ignored or slighted by the backers of 
coverage extension, deals with the accompanying need for increasing 
the present Wage and Hour Division staff of about 656 investigators. 
If the coverage is broadened to include millions of additional em- 
ployees, the Division would be confronted with a need for many 
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additional investigators to keep track of new establishments covered 
by the law. 

Secretary of Labor Mitchell, testifying before the House Labor 
Subcommittee during the 85th Congress on a bill somewhat similar 
to S. 1046, estimated that “the addition: al funds required for us to 
administer such a law would be about 25 percent more than we have 
appropriated—between 214 and 3 million dollars.” * 

Now this was 2 years ago. In view of the subsequent Federal pay 
increase and upgrading of many Government jobs, today it might 
well cost the Government a good deal more to enforce and ‘administer 
the law under the S. 1046 amendment. 

Considering the already sad state of the Federal Government’s 
financial condition, it seems most unwise to cause still more spending 
of the taxpayers’ money for enforcement of an amendment that in 
itself is economically unsound. 


IN SUMMARY 


The National Chamber believes that coverage of the Federal 
Wage and Hour Law should not be expanded beyond its current appli- 
cation to employees engaged in, or producing goods for, interstate 
commerce. \ 

Extension of coverage to local business enterprises such as retail 
and services trades would: 

Force price increases—because wherever the added wage costs 
could not be absorbed, they would have to be passed on to customers, 

Raise unemployment—in those instances where an employer, 
unable to raise prices enough to cover the added labor costs, has to 
lay off some employees to keep total wage costs under proper control. 
Part-time student employees, elderly workers and other _marginal 
employees would be the first to feel this i impé 
would find it impossible to secure aaeua elsewhere. 

3. Lessen the competitive ability of smaller retail and service es- 
tablishments—who could not escape being affected indirectly by the 
legislation. 

4. Represent Federal intervention in a matter more properly left 
to the discretion of State governments. 

For these reasons, the chamber urges that you not broaden cover- 
age of the Federal wage and hour law. 

“In a supplement to this testimony, I cite additional data relative 
to retail wages, productivity, and profits—which are important in 
the consideration of this type of legislation. I will not take the time 
to read this data, but I do wish to place it in the record because of its 
pertinence to this legislation. 


Senator McNamara. Without objection they will be placed in the 
record. 


’ Fair Labor Standards Act. hearings before a subcommittee of the Committee on Educa- 
tion and Labor, House of Representatives, 85th Cong., 1st sess., on bills relating to 
extension of coverage of the Fair Labor Standards Act, Mar. 5, 1957, p. 15. 
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(The document referred to follows:) 


SUPPLEMENT TO TESTIMONY OF EUGENE B. SypNor, Jk., FOR THE CHAMBER OF 
COMMERCE OF TILE UNITED STATES ON EXTENSION OF COVERAGE OF THe FAIR 
LABOR STANDARDS AC 


SOME ADDITIONAL FACTS ABOUT RETAIL WAGES, PROFITS, AND PRODUCTIVITY THAT 
BEAR ON EXTENSION OF COVERAGE OF THE WAGE-HOUR LAW 
Wages 

An analysis of the overall wage picture in retailing does not reveal any need 
for coverage of the trade by the Federal wage-hour law. 

In fact, retail wages are now reflecting a more rapid percentage rise than 
Wages in manufacturing, where the Federal law generally applies. 

For example, between 1953 (post-Korea) and 1958, gross average hourly earn- 
ings for all retailing increased 21.4 percent as against 20.3 percent in all manu- 
facturing—according to the Bureau of Labor Statistics. In money terms, the 
rise in retailing rose 30 cents—from $1.40 to $1.70. In manufacturing, there 
was a 36-cent-an-hour increase—from $1.77 to $2.13. 

In explanation of the gap between average earnings in the two fields, it should 
be pointed out that (1) manufacturing pay reflects a greater amount of overtime 
and shift differential earnings ; (2) retail earnings reflect a shorter average work- 
week—thus, less overtime and a larger proportion of part-time workers; and 
(83) productivity is more controllable in manufacturing than in retailing. 

Actually, average hourly earnings in some retail trades are higher than in 
several manufacturing industries where the wage-hour law now applies, as 
indicated in table 1. 


TABLE I.—Gross average hourly earnings for nonsupervisory employees in selected 
retail tradcs and manufacturing industries, February 1959 


| 
Retail | Earnings | Manufacturing Earnings 


Furniture and fixtures 


Food and liquor stores oe . 90 
95 | Textile mill products__--_- 


Automotive and accessories 
Furniture and appliances - -- ; 6 
Lumber and hardware_-_-_-- : 85 


| 
| 
76 | Tobacco manufacturers -_ _- 


Apparel and other finished textile prod- 
ucts. 
Leather and leather products-.-. 


Source: U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, April 1959, 
pp. 40-47, 


Of the 12 retail trade categories covered in the special BLS survey of retail 
earnings and hours in 1956, only one retail trade showed a national average of 
less than $1 an hour. And it is significant that 41 percent of the employees in 
this category were part-timers. Further, this entire category represented only 
5 percent of the employees covered in the study. 

Wage variations 

Application of a national, uniform minimum wage to all retail employees 
seemingly assumes that retailing is a homogeneous unit. Nothing could be fur- 
ther from the truth. 

The 1956 BLS study of retail earnings and hours showed that retailing is a 
field in which many factors influence wages—and that there are wide variations 
in wage levels among the retail trades. This special study of the retail field 
showed that women employees predominate in some retail industries, but not 
in others. It also revealed that the retail trade work force embraces a wide 
range of skills in the purchasing, selling, accounting, maintenance, and related 
activities required for the functioning of the industry. Longer work schedules 
are typical in some lines, but are less marked in others. The ratio of part-time 
employment to total employment is extremely significant in some operations, but 
relatively less important in others. For these and other reasons, it would be a 
mistake to think of retailing as a homogeneous unit. 


1U.S. Department of Labor, Bureau of Labor Statistics, “Employee Earnings in Retail 
Trade in October 1956, Summary Report,” Bulletin No. 1220. 
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Retail earnings data in the BLS study showed extreme variations according 
to all breakdown techniques utilized in the stndy—between different lines of 
retailing, within specitic retail trades, among the four national geographic areas, 
between metropolitan and nonmetropolitan areas, among single and multiple 
unit stores, between full-time and part-time employees, between men and women 
workers. 

Indicative of the wage variations between different lines of retailing is that, 
on a national basis, including both part-time and full-time employees, each trade 
reported a different hourly wage. For part-time employees alone, the average 
earnings also was different in each of the 12 categories studied. For full-time 
workers, only two categories reported the same average hourly earnings. 

As an example of the wage variations even within a single retail trade, auto- 
motive dealers recorded no less than 18 different average hourly earnings in the 
various measurement breakdowns. For example: the low was $1.20 for part- 
time women employees—an average of $1.93 was recorded for all employees of 
dealers in metropolitan areas—an average of $2.09 for those in the 11 Western 
States—and an average of $2.13 for full-time employees of dealers operating 11 
or more establishments. 

Retail hourly earnings in metropolitan areas, which accounted for two-thirds 
of all retail employment, were considerably higher ($1.50) for every trade than 
earnings in nonmetropolitan areas ($1.22)—even though metropolitan areas re- 
flected a higher proportion of part-time employment and a smaller proportion 
of employees working in excess of 41 hours a week. And in communities of 
less than 5,000 population, the average hourly earning was $1.11. 

The BLS survey depicted the following geographical variation of average hourly 
earnings : $1.50 in the Northeast; $1.44 in the North Central; $1.68 in the West; 
$1.16 in the South. One of the major reasons for the low Southern figure is that 
the proportion of nonmetropolitan employment in this region (45.5 percent) is 
substantially higher than that for each of the other regions and for the country 
as a whole. 

In view of such numerous and widespread variations, it does not appear feasible 
to establish a uniform minimum wage level for all retail and service establish- 
ments in all parts of the country. The wage differences themselves are somewhat 
indicative of the variety of economic needs and standard of living requirements in 
different sections of the country. Yet, the imposition of a national minimum 
wage to retail and service trades would ignore these variations. 

Clear-cut recognition of these realities is evident from a look at traditional 
union bargaining patterns in the retail field. These retail unions, which are 
among the stanchest advocates of extended coverage, do not bargain with 
employers on a national basis. They bargain almost exclusively on a local, 
State, or regional basis. 

For example, officials of the Retail Clerks Union told a House Labor Sub- 
committee in 1957 that local and regional conditions govern wage and other 
terms of employment in their collective bargaining agreements. They specifically 
pointed out that their union does not have “even in Safeway or the national 
chains * * * the same wage scale in Atlanta, for instance, as * * * in San 
Francisco.” * 

Further recognition of the variables in retailing and the variations in economic 
needs and living conditions is shown by the minimum wage and hour laws 
now in existence in 31 States and the District of Columbia. There are no two 
of these which have applied the same provisions of law to employees. Several 
have set up zoning systems based on population of communities. Some provide 
special allowances for inexperienced and student employees. A few laws extend 
coverage to all employees; others are confined to women and children. 

Although some union leaders are critical of the wage levels set by some of these 
laws, the fact remains that these levels are established by State authorities who 
are close to the people and businessmen of their States and who know what 
is best for their State, what is fair for all concerned. 

In the final analysis, it would seem most unreasonable—if not impossible— 
to establish a uniform, national minimum wage pattern that would be fair 


?Fair Labor Standards Act, hearings before a subcommittee of the Committee on Educa- 
tion and Labor, House of Representatives, 84th Cong., 2d sess., on bills relating to extension 
of coverage of the Fair Labor Standards Act, July 19—20, 1956, p.41. (Also, see Fair Labor 
Standards Act, hearings, before a Subcommittee on Labor Standards of the Committee on 
Education and Labor, House of Representatives, 85th Cong., 1st sess., on bills relating to 
extension of coverage of the Fair Labor Standards Act, Mar. 7, 1957, p. 130. 
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and equitable for all retail and service employees in all communities through 
the country. 


Productivity 


Productivity is an elusive factor in any industry and can be discussed only 
in loose and general terms. In retailing, the only means known thus far for 
measuring productivity is the crude yardstick of sales-per-employee. 

In view of the complex relationship between employee average productivity 
and wages, it is important that there be serious consideration of the productivity 
problems and variations that exist in retailing. 

It is true that new methods of distribution. such as the modern supermarket 
system, have increased retailing efficiency and productivity. However, it would 
be a mistake to presume that retail productivity is subject to the same degree 
of control as the productivity of assembly line industries. 

Even allowing for advances made by our modern supermarket system, shop- 
ping centers and self-service methods, retailing in general still functions on a 
person-to-person basis. It still relies heavily on the skills of selling and per- 
suasion; on the whims of the customer and the weather; on variations in 
quality, value and types of merchandise offered; on advertising and display 
techniques; on store services for customer convenience, such as credit and 
parking facilities; and a host of intangible factors, such as management 
ingenuity. 

Unlike manufacturing, retailing cannot depend extensively on the nearly 
flawless performance of machinery, and on well-regulated production lines. 
Bearing this out is this pointed observation of a grocery chain store executive: 

Speaking to the National Association of Food Chains convention last fall on 
“Productivity of the Retail Outlet,” Carol Shaver, of Grand Union Co. noted 
that the average supermarket employee is productive only 40 to 45 minutes out 
of each 60, or about 65 to 70 percent of the time. In contrast, he pointed out, 
well-run production line industries may expect 54 to 56 minutes of productive 
time (90 to 95 percent of each hour). A typical $30,000-a-week store, with 28 
full-time employees working a 40-hour week is losing 15 productive minutes per 
hour, per employee, or 2 hours per day. This is 56 hours per day total time, 
or about 280 hours per week. Figured on a wage of $1.50 per hour, this is a 
weekly loss of $420—an annual loss of $21,840. It is 1.4 percent of sales, about 
half the pretax net profit of supermarket chains in 1957. Continuing his an- 
alogy, Mr. Shaver pointed out that on food chain industry sales of $18 billion 
a year, a 55-minute work-hour per employee could reduce the housewife’s food 
bill by $252 million a year.® 

Even within retailing, there are wide variations in productivity and employee 
earnings—as shown by data from the Census Bureau’s 1954 retail business 
census. This point can be illustrated by simple computations from census sales 
data and BLS earnings data to obtain average annual sales per employee and 
average hourly earnings, nationwide, for employees in general merchandise 
stores (department and variety stores, drygoods and general stores) and food 
and liquor stores. The average annual productivity (sales) figure per em- 
ployee was $14,268 for general merchandise and $40,160 for food and liquor.‘ 
Average hourly earnings for nonsupervisory employees in 1954 was $1.15 for 
general merchandise stores, as against $1.58 for food and liquor stores.° 

Further evidence of these differences is borne out in the 1956 BLS survey of 
retail employee earnings, which showed that variety store employees’ earnings 
were the lowest of all trades, while employees of auto dealers were the highest. 
This can be attributed to: (1) wide differences in skills required, (2) tre- 
mendous use of part-time, inexperienced, and young workers in variety stores, 
and (3) great differences in value between types of products sold. 

The size of the average sales transaction obviously affects both employee pro- 
ductivity and earnings. The range in these average transactions may vary from 
hundreds of dollars (automobiles and appliances) to as little as 50 to 60 cents 
(variety stores). There are stores in every community which sell lower priced 
merchandise and which do not have expensive items to bring up the average 
sales per transaction. Such stores will have relatively low employee productiv- 
ity and, therefore, a low average rate of pay. 


3 Progressive Grocer, November 1958, p. 10. 
Computed from data supplied by the U.S. Department of Commerce, Bureau of the 
Census, Bulletin R—2—2, 1954 Census of Business, Retail Trade Size. 


5 U.S. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, 
June 1955. 
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Retailing’s productivity problems and variations not only explain some of the 
difference between retail and manufacturing wage averages, but they offer 
another reason for continued exemption of the trade from Federal wage-hour 
regulation. 

S. 1046 does not improve retail productivity—but is aimed simply at raising 
wages. Since wages are an operating cost, then the immediate effect of the bill 
would be to increase the ratio of costs to productivity. Generally speaking, this 
would present an intolerable situation to retailers, especially smaller retailers. 
Profits 

Profit margins in the retail trades, on the whole, are too low to absorb rising 
costs and wage increases not accompanied by productivity increases. Over the 
past few years, a large portion of retailing has tried to absorb most of its 
increased operating costs. But generally, the point has been reached where 
added costs can no longer be absorbed. 

The profit problem of the smaller enterprise was made clear last year in this 
report by Women’s Wear Daily: 

“The problem of making an adequate profit is becoming ever more acute, say 
smalltown dry goods merchants at the American Retailers Association market 
in St. Louis. They mention higher costs of getting the goods into the store 
(increased rail and truck rates, higher parcel post rates) ; pressure by the manu- 
facturer to lower the markup (raising the wholesale price yet maintaining 
the same retail price); the continuing want by sales personnel for more 
money. * * *”°® 

In a coldly accurate appraisal of profit trends in the distributive trades during 
the postwar years, Dr. Arthur F. Burns, former chairman of the Council of 
Economic Advisers, observes in his book, “Prosperity Without Inflation” : 

“The pace of competition became especially keen in retail markets as new 
methods of distribution—of which the discount house, supermarket, and sub- 
urban shopping center are representative—spread rapidly. A broad tendency 
toward declining profit margins developed. While only moderate and irregular 
in the case of manufactures, this tendency became quite pronounced for the 
distributive trades.” * 

Although the returns are not in yet, it is safe to assume that 1958 was a poor 
year for profits. Throughout the year it was not uncommon to note, on the 
financial pages of our newspapers, reports of retail and service enterprises 
increasing their sales volume—but falling off profitwise. 

The profit decline in retail trades is most vividly illustrated by a comparison 
of corporate income tax reports for fiscal 1956 and 1957 (latest available), issued 
by the Internal Revenue Service. These IRS figures show that all reporting 
retail corporations in fiscal 1956 had average net profit after taxes of only 1.3 
percent of sales. Of all retail corporations filing income tax that year, 38.2 
percent reported no profit at all. Those operating in the black had a net profit 
after taxes of only 1.9 percent of sales. 

For fiscal 1957, the reporting retail corporations showed an average net profit 
after taxes of 1.2 percent of sales, a decline of one-tenth of 1 percent. Those 

reporting no profit rose to 38.6 percent of the reporting group. Those in the 
black showed no increase in net profit after taxes—but remained at 1.9 percent 
of sales. 

Even the most cursory examination of the profit picture in the retail and serv- 
ice trades shows these trades generally are in no position to absorb legislated 
Wage increases unaccompanied by productivity increases. 

If S. 1046 is enacted, many retail and service businessmen will have no alter- 
native but to raise prices and/or lay off employees if they expect to remain in 


business. 
Mr. Sypnor. Mr. Chairman, Mr. Devinny will continue with the 
Chamber’s presentation. 
Senator McNamara. Before the other gentleman continues let’s see 
if there are any questions or comments. 
How about you, Senator Goldwater ? 
Senator Gotpwater. Yes, I would like to ask a question or two. 


® Women’s Wear Daily, Feb. 4, 1958, pp. 1 and 47. 


7 Arthur F. Burns, “Prosperity Without Inflation,’’ Smith, Keynes & Marshall, publishers, 
1958, p. 10. _ 
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Referring to your statement under the heading “Impact of Main- 
taining S: ala ary Differentials Would Mean Labor C ‘osts Increase,” it has 
been represented before this subcommittee by several witnesses that 
this is not true, that putting the minimum wage up to $1.25 would not 
necessarily result in greatly higher wage costs, and that there is no 
reason for it to reflect any increase in prices. I think one witness 
testified that this might raise retail prices 1 percent. I would like 
to ask you if it is not true that the historic division in the sales dollar 
would run about 60 percent for the cost of merchandise and 40 percent 
for the inclusion of all costs and whatever profit there might be? 

Mr. Sypnor. That would certainly be the case in the department 
store field, Senator. 

Senator Gotpwarer. It might be 59 in one case and 60 in another 
and 61 in another, but historically it is around that. 

Isn’t it also true that regardless of the size of the store, whether 
is a small one doing less than a quarter of a million dollars or very 
large one doing over $50 million, that the payroll, the direct payroll 
costs, run : around 1814 percent # 

Mr. Sypnor. Yes. I would say that it would run somewhere in 
the average department store from 15 to 181%. 

Senator Gotpwater. The Harvard Business School reports show 
18.7 as a common figure for less than $250,000, and, in the larger stores 
of $10 million, 18.3 is the common figure. 

Now any increase in dollars, you have to maintain this historic 
average or you go out of business, is that not true? 

Mr. Sypnor. That is our experience. 

Senator Gotpwater. In other words, if you add payroll costs in 
dollars and that figure 18.7—let’s take a small store doing less than 
$250,000—and if it should go to 19.7, the average small store would 
not make any money ? 

Mr. Sypnor. That is correct. 

Senator GotpwaTerR. So the percentage has to remain the same in 
order to make a profit, which is the only reason for being in business. 

Mr. Sypnor. That is correct. 

Senator GoLtpwater. Now would you explain where you would get 
that extra money in order to meet the increased payroll ? 

Mr. Sypnor. I would think that the average retailer would have 
the two alternatives I mentioned, either raise his prices, which in 
today’s highly competitive retailing situation is very impractical in 
most situations, or to lay off some of his present employees. 

The latter would be the more practical course. In the case of our 
own company we made some calculations as to what would be nec- 
essary if the coverage was extended to the retail trades, and we be- 
lieve that around 10 percent of our total payroll would have to be 
eliminated, 10 percent of the persons on it would have to be eliminated. 

Senator GoitpwatTer. But if you decided to take the first course— 
which I think you will find many merchants would do—to increase 
prices, do you think that 1 percent would cover the i increase in prices 
which you have to make in order to take care of an increase in the 
minimum wage of this size ? 

Mr. Sypnor. I would say that a 1 percent increase would be an im- 
practical type of figure at which to aim. Retail prices normally fall 
into certain more or less customary categories, and it is very difficult 
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to raise one in the intervening season. I do think that many retailers 
would raise the prices of certain of their commodities considerably 
more than 1 percent, in an attempt to average out the 1 to 2 or what- 
ever the percent would be necessary. 

Senator GotpwatTer. The truth is that you don’t arrive at these 
prices by something that is predetermined. 

You want to stay in business and you figure out what you have to 
charge to carry the freight. 

Now one of the fallacies I believe in the arguments for an increased 
minimum wage—lI don’t care whether it is $1. 10, $1.25 or $2.00—is the 
thought that only the lower brackets will be affected, only those people 
who are now receiving less than $1.25 will be affected. 

Isn’t. this true: That the great effect will be the pyramiding in- 
creases that have to occur? For instance, if you raise let’s say a part- 
time maid to $1.25, doesn’t it hold that the next person up the pay 
ladder also has to have an increase, and it would probably be in a 
magnitude greater than the one at the bottom? And after you have 
increased that one, then the next one has to have one because this 
relationship must exist, particularly in the selling fields, in order to 
maintain competition in the selling fields? 

Isn’t this correct ? 

Mr. Sypnor. That is entirely correct, and I think that the exper- 
ience businesses presently covered under the act have at the time 
that they came under coverage would indicate that to be the case. 
W: age differentials were maintained i in those other fields. 

Senator GotpwateR. That is a very important thing. 

I wanted to bring that out, because probably the least effect of all 
would be upon the ‘people now receiving less than a minimum wage. 
When we realize that the average hourly retail wage today is prob- 
ably around $1.60, then we begin to see where the pyramiding of 
payroll _ is going to occur. As we found out from your state- 
ment in New York, 150,000 were increased and 450,000 others had 
increases from an indirect consequence. 

Mr. Sypnor. That is correct. 

Senator Gotpwater. I don’t think anybody argues about increas- 
ing wages. Sometimes people in the retail business are criticized on 
the assumption that they are against a wage increase. Actually I 
think the philosophy of ‘the American businessman is that if a per- 
son can earn it there is no limitation to what they can be paid. I 
have often made the statement that if a man can produce enough to 
earn $100 an hour, he certainly should be paid $100 an hour. 

But if a man can’t produce enough to be paid $1 an hour, he should 
not be. paid $1.25. There is a frightening tendency in the labor 
movement today to put all American producers, whether they are 
skilled with their hands or in the selling fields, on the same level 
regardless of whether or not one person is better than the one next 
to him. 

And once that has been achieved, then I think we can look to the 
destruction of the free enterprise system. I was very surprised to 
hear George Meany the other day support that philosophy initially. 
IT was very happy that he later retracted that position and recognized 
that incentive has to exist. That’s all I have. 
Senator Kennepy (presiding). Senator Cooper. 
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Senator Cooper. I want to turn a minute to your statement. 

You were making the argument that if this bill were to be enacted, 
it would affect adversely the business enterprises which are not 
covered by S. 1046. 

I can understand your argument, that once this trend begins event- 
ually it may reach even smaller businesses, businesses not now cov- 
ered by 1046. But what is your argument that the enactment of this 
bill would have an adverse effect upon those businesses which are not 
specifically covered by S. 1046 ¢ 

Mr. Sypnor. I believe, Senator, that Senator Goldwater touched on 
some of the—— 

Senator Coorer. But I am talking about the ones now that would 
not be covered. I think you advanced the argument here that these 
small businesses, even though they are not covered, would have to 
compete in the labor market with larger establishments. Why would 
they have to do sof Why would smalltown businesses that are not 
covered 

Mr. Sypnor. Well, in many cases 

Senator Coorer. You have just said, on the other hand, that these 
larger establishments, which are covered, would have to lay off work- 
ers. Now why would these businesses which are not covered, why 
would they be in the labor market competing with the ones covered ! 

Mr. Sypnor. In many cases small businesses are located in the same 
trade area with large businesses and they compete in that local trade 
area for employees. If the wages paid by the larger enterprises were 
raised to the extent that is required by this bill, it is very conceivable 
that the small enterprise, in order to secure employ ees would have to 
meet the same wage pattern. 

Senator Coorer. What you are saying is that as to the more skilled 
workers, there would be a movement from noncovered establishments 
to covered establishments to take advantage of the higher wage? 

Mr. Sypnor. That is correct. That has been the case, I believe, in 
other industries that came under coverage of the Fair Labor Stand- 
ards Act in the past. 

Senator Cooper. I would like to turn for a moment. to what Senator 
Goldwater has said in this discussion. As I remember, the basis on 
which the Fair Labor Standards Act was enacted, it was to remove 
situations where there was such a variation in wage standards and to 
eliminate sweatshop conditions and eliminate this very, I would say, 
gross or marked underpayment of wages. We are now getting into 
a situation where the Congress is beginning to fix wages. 

Mr. Sypnor. I would say so. 

Senator Gotpwater. We have that in the Federal contract field now 
that sets wages across the country. _We have to pay the same scale in 
Arizona, for example, as they would pay in New York. There is a 
difference in living costs that would bear upon the actual determina- 
tion of wages. 

Mr. Sypnor. In other words, the Federal] Government sets the wage 
pattern instead of the wage pattern being set by the free market. 

Senator Gotpwater. If the Senator would yield, I would like to add 
something. 

If $1 25 becomes a minimum wage, or $1.50, $1.10, whatever it is, 
isn’t it true that it will only be a matter of possibly 2 years before 
$1.25 is an unlivable low wage? 
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Mr. Sypnor. That is correct. 

Senator Gotpwater. And then it will have to go to $1.50, and that 
as the forces of inflation work on natural price adjustments, the $1.50 
would be an unacceptable minimum wage ? 

Mr. Sypnor. That would certainly be the history of the act since it 
was originally passed in 1938. I believe that very shortly after that 
pressure became considerable in the Congress to raise the minimum 
from the original figure of I believe it was 25 cents an hour to 40 cents 
and then to $1 and so on, as we now have the pressure to go to $1.2! 

Senator Gotpwarer. The natural forces that create wages and 
prices in my estimation are much more desirable than unnatural 
forces. I think that here is the place that the union movement, the 
organized labor movement steps in. 

Tf these wages are unacceptable to the workers who are receiving 
them, then certainly they have the right to get together and bargain 
with ‘management for higher wages. I don’t think the way to get 
bargaining t table results is through the Federal Government. 

I think this is the responsibility of labor organizations. I think re- 
tailers could certainly talk with them and they could talk with re- 
tailers. The peculiar thing is though to that in an industry where 
you hire more women than 7 you do men a woman looks at that $5 bill 
as to what it costs her a long time. A man says he doesn’t want to be 
bothered but a woman wants to know what she is going to get for it. 

Senator Kennepy. Senator Javits. 

Senator Javrrs. I am not on the subcommittee. 

Senator Kennepy. Senator Prouty ? 

Senator Prouty. Go ahead. 

Senator Javits. I would like to ask some questions. 

Senator Kennepy. Senator Javits. 

Senator Javits. I am interested in two points. I am very inter- 
ested in this legislation. I came this morning because I am very in- 
terested in the chamber’s view. I am from New York. I noticed you 
referred to New York a lot in your statement. First, do you feel that 
the fears which were expressed in connection with the $1 figure when 
we adopted it were, in the light of subsequent events, realized? As 
I recall it practically the same testimony which you are giving today 
was given in respect to the $1 minimum. 

Now does the chamber feel, as you are in a position to reflect its 
view, that the matters which they anticipated as working adversely 
because of the $1 minimum actually realized ? 

Mr. SyDNor. Senator, Mr. Devinny, who will follow me for the 
chamber, has that as his specific topic. If it is agreeable I would like 
to defer an answer to that to him. 

Senator Javits. I would like to hear him very much. 

The other thing I would like to ask you is this: Does the chamber 
have any affirmative recommendations in terms of equalizing competi- 
tion with respect to an extension of coverage even though it may not 
go for an increase in the minimum, or is the chamber against every- 
thing, extension of coverage, increase in the minimum? 

Does it want any changes? Does it want the law to stay as it is? 
Or do you have any recommendations to change the law and reduce the 
minimum? In other words, do you want the status quo or do you 
have any recommendations? 
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Mr. Sypnor. The chamber, as in other matters of importance, has, 
through majority vote of its membership, established certain policy 
declarations. The policy declaration on this Fair Labor Standards 
Act is in several parts, one having to do with the fact that the chamber 
is opposed to any additional coverage. It feels that the trades that 
are specifically exempted under the 1938 and 1949 acts should remain 
exempt. As far as the increase of the minimum wage goes, its posi- 
tion is in opposition to that. 

It does not take a position as to whether $1 is a magic number or 
not. 

Senator Javirs. And it has no recommendations for revisions down- 
ward or further exclusions of coverage ¢ 
Mr. Sypnor. I think that we are realistic, Senator, and we accept it 
as is. 

Senator Javits. Thank you, Mr. Chairman. 

Senator Kennepy. Senator Prouty ? 

Senator Proury. Mr. Chairman, I would like to refer to the para- 
graph of the statement of the witness, in which he suggests that part 
timers account for about one-fourth of the total nonsupervisory em- 
ployment in retailing. 

If this situation is true, the time and a half for over 40 hours would 
not apply to these people. 

Mr. Sypnor. That is correct. 

Senator Proury. Since they are working less than 40 hours now. 

Mr. Sypnor. Yes. 

Senator Proury. So you are just concerned with the increase in the 
minimum wage. 

What is the average wage paid by the large chainstores! Do you 
know that? 

Mr. Synpor. No; I don’t, Senator. 

Senator Proury. Do you think it is $1.25 or don’t you have the in- 
formation ¢ 

Mr. Sypnor. Well, the figures that are available from the Bureau of 
Labor Statistics 1956 report on retail earnings indicate that there is 
a great variation in retail wages based on the type of trade and the 
location as to whether it is in a metropolitan area or nonmetropoli- 
tan area. It depends on the section of the country to some extent. 
In the addendum to my testimony which I asked to be included in 
the record, there is quite considerable information on that starting 
with page 3 of that addendum. 

If you would care to have me—— p 

Senator Proury. No; as long as the information is here, I don’t 


think that that will be necessary. Have you a minimum wage law in 
Virginia at the present time ? , 

Mr. Sypnor. No; we do not. 

Senator Proury. Do you know the average wage that is now being 
paid there in the retail trade ? 

Mr. Sypnor. I couldn’t say for other businesses, Senator, I know 
what it happens to be in my own. 

Senator Proury. Would you mind telling me what that is? 

Mr. Sypnor. 90 cents. 


Senator Proury. Thank you very much. I have no further ques- 
tions. 
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Senator Kennepy. Mr. Sydnor, I am glad to see you again. You 
testified 2 or 3 years ago on this same subject. Do you feel that it 

would be undesirable to extend even the present minimum wage of $1 
to the retail trade ¢ 

Mr. Sypnor. The position of the chamber, and it happens to be 
my own personal fale too, is that it is undesirable to extend it to 
what are essentially | cal enterprises. That would include all the 
ones that it is proposed be brought under by coverage in 5. 1046, 

Senator Kennepy. This is not a very highly paid industry. It has 
been argued that the productivity of the worker in this industry is 
low and therefore higher wages are not justified, but whatever the 
factors are, it is not a very “ satisfactory wage concerning today’s 
prices. That is w hy we are concerned. 

Mr. Sypnor. I think the basic question arises, Is the Federal Govern- 
ment the proper agency by which that inequity, if there is an inequity, 
is to be corrected? Or should it be corrected by the workers themselves 
going to other employment which offers a better opportunity to them ? 

( ‘ertainly there are many other industri les that do pay higher wages. 
For example, many of them are located in my own State in the com- 
munities in which our stores might be located. 

But they continue to work in retail stores through choice. 

Senator Kennepy. Would you have any objection to telling me what 
the average wage is in the retail trade in Virginia or would you have 
that information ? 

Mr. Sypnor. I mentioned to Senator Prouty that I do not know that 
for the whole State. I know it for our own company which is the 
answer I gave to him. 

Senator Kennepy. Your company ? 

Mr. Sypnor. Yes. 

Senator Kennepy. I am sorry I missed that. What was it you said ? 

Mr. Sypwnor. 90 cents an hour. 

Senator Kennepy. For beginners or after they have been there a 
year? 

Mr. Sypnor. That is the average. Senator, I just don’t feel that 
necessarily an increase in money wages brings prosperity or eliminates 
undesirable conditions. I think that we have seen some rather unfor- 
tunate results in certain places where money wages have gone to very 
high levels. 

Fortunately it does not affect a very large part of Virginia but in 
the southwestern part of our State the coal mining industry is very 
important. The wage in dollars for coal miners today is nearly three 
times what it was 20 years ago, but at the same time there are many 
miners unemployed in southwest Virginia, and the fact that the wage 
in that industry is over $3 an hour today does not bring them any 
greater satisfaction I can assure you. 

The ones that happen to be employed are benefited, but the other 
half, roughly, of the miners that were employed 20 years ago do not 
have that : advantage, and they would be hard to persuade that the coal- 
mining industry today is in a very prosperous condition. 

Senator Kennepy. Thank you. 

You have brought up a very controversial subject. 

Mr. Devinny ? 
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STATEMENT OF H. B. DEVINNY, VICE PRESIDENT AND DIRECTOR 
OF INDUSTRIAL RELATIONS OF THE DAVISON CHEMICAL CO.. 


BALTIMORE, MD. 


Mr. Devinny. Mr. Chairman, I am H. B. Devinny, vice president 
and director of industrial relations of the Davison Chemical Co., Bal- 
timore, Md. I am also a member of the labor relations committee 
of the Chamber of Commerce of the United States in whose behalf I 
am appearing today. 

My comment will be directed entirely to the proposed increase in 
the minimum wage under the bill being considered by this committee. 

The effect of the proposed increase would be that no worker would be 
ee to accept a job in covered employment, unless he is able. 
to get at least $1.25 per hour, instead of $1 as under present law. The 
rise from 75 cents an hour prior to March 1, 1956, and this is the signifi- 

cant point, to $1.25 now would be a 66.6 percent increase in just over 3 
years. 

In this connection, Senator Javits asked what the effect of increas- 
ing, or if we had a comment on the increasing of the wage from $1 
to $1.25 

| think that one of the most significant examples or things that 
you can point out is that in March 1956 it is the first time that the 
cost of living increase started up, and it has increased from 114.7 in 
March 1956 to 125.7 in March 1959. 

Now prior to that, the 4 years prior, 1952 to 1956, the cost of living 
index was virtually level, and there seems to be considerable indica- 
tion that the raising of the minimum wage may have effected the 
start of the inflationary spiral at that point. 


















ADEQUACY OF THE PRESENT MINIMUM WAGE 





Assuming the justification of minimum wage legislation in the first 
place, the question arises as to whether the present minimum wage is 
less adequate than the mimimum first established under the wage-hour 
law in 1938. 

In this regard, Senator Kennedy stated at the time S. 1046 was 
introduced : 













In 1938, when the 25-cent minimum was established, the average earnings in 
American industry were less than 638 cents per hour. The difference between 
the minimum and the average was, therefore, 38 cents. Today the minimum 
is $1 and the average is $2.19, or a gap of $1.19 per hour. 


The principal sponsors of the bill in a joint statement also said: 


The present $1 minimum wage is even less adequate in 1959 than the original 
25 cents minimum was in 1938. Contrary to the expressed intention of Con- 
gress 21 years ago, the lowest paid workers have fallen farther and farther 
behind the average wage earner. * * * 









Now I should like for us to examine these statements. The 1938 
minimum (which apparently was considered appropriate at that 
time) was approximately 40 percent of the then average hourly earn- 
ings in American industry. The present minimum of $1 an hour, on 
the other hand, amounts to approximately 46 percent of the $2.19 an 
hour, which Senator Kennedy states is the current average hourly 
wage. 
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Thus, using the Senator’s figures, it appears that the present mini- 
mum wage, as compared w ith the existing industry average, is actu- 
ally 6 percent better than it was in 1938. 

in his statement introducing S. 1046, Senator Kennedy also re- 

ferred to a 1951 report of the Department of Labor’s Bureau of 

bor Statistics. The Senator interpreted this report as disclosing 
the amount needed by a family of four to maintain a “minimum 
decent standard of living.” It was his conclusion that, based on 
these findings, a 1959 income of $2.25 an hour would be required to 
maintain such a standard. We have examined this 1951 BLS report 
and believe that the Senator may have overlooked a point. This re- 
port covers only the average expenditures of an urban family of four 
persons who maintain what BLS terms “a modest but adequate” 
standard of living. The average expenditure of persons in this group 
cannot be considered as the minimum amount necessary to maintain 
such a standard. While the range of incomes of those enjoying a 
“modest but adequate” standard of living is not disclosed in the re- 
port, it is apparent that since the amount arrived at was only an 
average, some workers in the group earned more than the average and 
some less. 

Furthermore, we do not regard the needs of an entire family as the 
proper basis for determining \ Whether an increase in the minimum 
wage is justified. The Fair Labor Standards Act is intended to cor- 
rect and eliminate conditions detrimental to the maintenance of a 
minimum standard of living for workers. The act says nothing about 
the living standards of complete families. 

The concept that the minimum wage should be adjusted to the 
needs of an entire family overlooks the ‘fact that there is a wide vari- 
ation in the size of families, and that the low-wage earner may be 
only one of several members contributing to the family’s income. 
This concept ignores the fact that the typic al worker earning the 
minimum wage or less is much more likely to be a young _ single per- 
son holding his first and perhaps part-time job, than to be the head 
of a family with several dependents. 

Many wives work to supplement their husband’s income. This is 
shown by a report of the U.S. Department of Commerce published in 
March 1958, which discloses that approximately half of the wives of 
workers earning less than $4,000 a year are also employed. 


ASSESSING IMPACT 


There are many variables which must be taken into consideration 
in assessing the economic impact of a minimum wage increase; sea- 
sonal, eyclic al, monetary, and fiscal, changes in demand, shifts in 
domestic competition, structural and technological changes, changes 
in the size and structure of the labor force, shifts in foreign trade 
and competition, and others. 

Nor, incidentally, can we ignore what is done in other legislation to 
discourage employment and raise costs—Walsh-Healey, Davis-Bacon, 
unemployment benefit standards, OASI taxes on employment, et 
cetera. It is the total impact of all these steps which this or any other 
congressional committee should take into account in assessing the 
prospects of employment opportunities and price stability. 
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MEAN Y-MITCHELL DISAGREEMENT 





The extreme « me with which these factors must be examined is em- 
phasized by Mr. George Meany’s erroneous interpretation of a 700- 
page report recently issued by Secretary of Labor James P. Mitchell, 
in which the S Secretary suggested serious potential difficulties if the 
minimum were raised. In the process of criticizing this report Mr. 
Meany contradicted himself in the same statement, almost in the same 
breath, suggesting that in this complicated field one may have diffi- 
culty in agreeing with one’s self. First, he stated: 

“The fact is that the Secretary’s own report in no way substanti- 
ates his decision to oppose a higher minimum wage. There is not a 
shred of information in his report indicating the last increase had an. 
adverse effect on the economy. 

Others reading the report would say that Secretary Mitchell, con- 
trary to what Mr. Meany said, provided not merely a shred, but a 
considerable volume of evidence of the adverse impact of the 1956 
law and the potential disemploying and cost-price lifting effect of a 
rise to $1.25. 

How persuasive the evidence may be is legitimately subject to 
dispute. 

After President Meany made his sweeping opening charge, in the 
same release he qualified it with these words: 

Even in industries and areas where one would reasonably expect difficulties in 
adjustment, there were remarkably few ill effects and these were more than 
offset by benefits to the workers receiving increases and to the communities 
in which they live. 

Thus strangely first Mr. Meany tells us that the report indicated no 
adverse effects, and then he seems to qualify his position by admitting 
that the adverse effects were “remarkably few.” 

A vague phrase at best. 

Furthermore it might be noted that Mr. Meany is perfectly willing 
to have such ill effects bec cause, allegedly, they were offset “by benefits 
to the workers receiving increases. * Th effect he said those who got 
increases benefited at the expense of those who lost their jobs due to 
the 1956 law’s impact. And I think that is a very important point. 
This, coming from a labor leader, sounds like a strange case of rane 
“poor” Peter to pay “rich” Paul. 

Mr. Meany, furthermore, released a report from his research staff 
which accused the Secretary of Labor’s report of focusing “almost 
solely on low-wage industries and areas * * *.” But isn’t this exactly 
where one would expect to find the adverse impact of artificial wage 
raising? And, if so, why should this be a criticism of the Secretary’s 
report? Obviously, one would expect the effects to be most clearly 
visible and measurable in the low-wage industries, rather than else- 
where. 

And I think in his report that the Secretary also made the point 
that artificial increases had furthermore clustered around this area of 
$1 an hour. 

We have examined the Secretary’s report at length, and we find evi- 
dence that the 1956 law did have adverse effects. 


1 Report to the Congress in accordance with sec. 4(d) of the Fair Labor Standards Act 
4January 1959). 
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It did have disemployment effects. 

It did close down some establishments entirely. 

And I have personal experience in that from our own company. 

It did force employers to substitute machine methods for hand 
labor. 

It did tend to concentrate the workers with low productivity and 
low earning power and thus barred them from covered employment, 
and drove them into the lower-wage sectors of the economy, or dis. 
employment. 


BARRING LOW PRODUCTIVITY WORKERS SEEMS TO BE IMPORTAN' 


There are two ways of summarizing the proposed minimum wage: 

An employer must pay not less than $1.25 per hour to any worker 
covered by the law; or 

You as an employee are not permitted to work, in any “covered” 
employment, for less than $1.25 per hour. 

The first is the more ordinary way of putting it. But (apart from 
the matter of assigning liability) these two statements say exactly 
the same thing. 

Of those previously working for, say $1 an hour not everybody will 
still have his job the day, the week, or the month after the legal 
minimum is set as $1.25 an hour. To argue the contrary would “be 
based on the assumption that the demand for labor is “completely 
inelastic. 

And in this I think that we overlook the fact that wages are con- 
sidered or have to be considered in prices, and when prices are forced 
up many people are disemployed. 

It is impossible to know beforehand how rapidly the disemployment 
tendency will operate or see far it will go. The answer will be con- 
siderably affected by the upward or downward movement of prices 
in general as well as the general state of the economy. 


IMPACT ON WAGE DIFFERENTIALS 


The impact of minimum wage legislation is not confined to the labor 
costs at the minimum. 

In its initial impact, minimum wage legislation will narrow down 
or eliminate some of the preexisting wage differentials above the 
minimum. But the law does not change the underlying realities that 
produced and sustain these wage differentials. 

These wage differentials are highly prized by working people and 
are highly useful in allocating and recruiting human resources of 
varying skills and talents, and in terms of risk and w orking conditions. 

Wage differentials exist in all societies and perform highly essential 
functions. They can be counted on to reassert themselves after a new 
minimum is fixed—to induce a spreading of upward changes in wage 
rates in general from those directly affected by the minimum wage 
law to others above the minimum not directly affected. 

It 1 is generally agreed that minimum wage legislation, both “jacks 
up” the whole wage rate structure and increases its rigidity. It 4 is on 


the desirability ‘of these effects that fundamental disagreement 
develops. 
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Those who support increases in the minimum wage may be, wit- 
tingly or unwittingly, becoming underwriters of inflation. W hy are 
labor leaders with few or even no members working at the minimum 
wage so interested in getting lawmakers to do their work for them? 

The answer is simple. Thus, in the fall of 1955, we were told: 


Union locals in the garment industry were instructed today to seek a general 
wage increase for 150,000 workers when the Federal minimum wage goes to $1 
an hour March 1. The mandate was issued by the general executive board of 
the International Ladies Garment Workers Union AFL at its semi-annual 
meeting here. David Dubinsky, the union’s president said the wage drive was 
intended to counteract the “squeeze” that would be put on the industry’s pay 
structure by the addition of 25 cents an hour to the Government-enforced wage 
floor. 

He explained it this way: When a worker now earning less than $1 an hour 
moves up to $1, the spread between his earning and those of workers making 
more than $1 will be narrowed. The union proposes to maintain the present 
balance between jobs by insisting that employers give workers in the over-$1 
bracket increases proportionate to those the under-$1 group will get automati- 
cally. (New York Times, Oct. 7, 1955.) 


Of course, the amounted intent of a union official to maintain these 
differentials will not guarantee their retention. The labor market 
may decree otherwise. However, the struggle to restore these differ- 
entials would have substitution and disemployment effects. 

This refutes the bland assumption that minimum wage increases 
affect only the minimum. 

Attesting to this fact, a west coast department store executive said: 


I don’t believe the public has any conception of the effect (of minimum wage 
legislation) as it relates to wages at the higher levels * * * I know of one 
instance * * * in which a 5-cent-an-hour increase in the minimum rate cost the 
company a million dollars a year. Over $900,000 of the total payroll increase 
was in brackets above the minimum. With wages as high as they are today, if 
I were a union leader seeking higher wages for my skilled performers * * * I 
would spend a great deal of effort in trying to get the minimum wage raised by 
Congress. In that way I should be able then to work on preserving the histori- 
cal differential and end up with a higher wage for my skilled workers. From 
a social point of view, we are all in favor of raising the level of living of the 
poorest, but under our present system, relatively the poorest stay the poorest, 
and the effect of the raise for the lowest level only continues to keep the differen- 
tial in existence between the lowest and the highest. 


A 66.6 percent increase at the minimum in the short time of 3 or 4 
years, if spread throughout the entire wage structure, would inevitably 
leave powerful disemployment effects for all types of workers or price 
effects for the consumer, or some of both. A more moderate increase 
would have these same tendencies, with the impact tempered by the 
degree of political intervention in the marketplace. 

A uniform national minimum w age is ill adapted to diverse local 
and regional conditions. What would a new higher minimum do to 
the employment opportunities of workers in “depressed areas”? The 
— er is obvious. 

I think Senator Goldwater brought that out. 

Secretary Mitchell, in his 700-page report showed that the 1956 

minimum wage increase has not been fully digested. Case after case 


shows that there are far more persons earning wages clustering near 
the minimum than in 1955 or 1954. 





*“Economics of Minimum Wage Legisiation,’’ Chamber of Commerce of the United States. 
Washington, D.C., p. 14 (1947). 
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Thus, this committee is now confronted with an existing minimum 
wage law, the effects of which apparently have not been fully digested. 
Although the economy as a whole has surpassed the pre-1957 recession 
peaks, tmemployment continues. 

* Enconaatialy we note that this week it has been reported that it 
has been reduced greatly. Is this the time to place an additional pen- 
alty on reemployment ? 

We are far from general agreement as to what causes or sustains the 
upward and downward spirals of business fluctuations. 

Nevertheless, it would be generally agreed that a new “undigested” 
minimum wage law exerts new inflationary pressures—that is, higher 
prices—or deflationary pressures which generate unemployment. 

The less there is of the upward price pressure, the more there will be 
of the disemployment effects, and vice vesa. Something has to give, 
but whether on the side of inflation or deflation must depend on 
whether other conditions are more on the side of rising prices and gen- 
eral expansion or on the side of economic contraction and declining 
employment. 

We have had more inflation talk and more political investigation of 
inflation causes in the last 2 years than probably in any other compa- 

rable period in our history. 

Virtually no one has mentioned the possible responsibility of Con- 
gress for the upward price pressures. No one would attribute the 
recent upward price trends which began in March 1956 solely to the 
increase in minimum wage. But that it has been a factor of some 
importance could scarcely be denied by anyone who understands how 
a jacking up of the wage rate at the minimum tends to spread its 
economic effects throughout the rest of the wage structure. 

And Mr. Mitchell’s “report shows very clearly that the wage dif- 
ferentials in industry after industry that prevailed prior to 1956 have 
not yet been restored. 

This, by itself, of course, proves little. No one knows whether the 
wage differentials existing prior to March 1956 were correct for the 
period at that time, or sustainable in terms of the optimum allocation 
of manpower; nor can one argue a priori that they are correct as of 
now. 

Nevertheless, the tendency has been for the pre-March 1, 1956, wage 
differentials to get restored; the trend in such restoration has con- 
tinued to the pr resent. 

I think the wage increases during the last 2 or 3 years are indicative 
of that fact. 

This suggests that the wage structure has not yet fully digested the 
impact of the artificial wage fixing which went into effect on March 1, 
1956. This also may help explain the recent concern with inflation. 
In many industrial unions, furthermore, there is considerable unrest 
among the more skilled workers, because of a feeling of inequities 
among different skills. 

I point out the situation in the automobile situation where the tool- 
makers were very dissatisfied with the setup. This is related to the 

jacking up of wages at the bottom. 

The theory that raising the minimum wage will increase the purchas- 
ing power of low-income workers and contribute to general prosperity 

s admittedly a seductive one. It fails to recognize ‘the fact that even 
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after the immediate effects of raising the minimum wage have been 
absorbed, there remains a Government-compelled rigidity in the wage 
structure which may reasonably be expected to aggravate deflation 
if and when it comes. An artificially fixed wage level may prevent 
reducing wage payments to the individual worker. Yet employers 
forced to reduce production costs may effect even greater savings by 
reducing the number of workers they employ. 

Past experience reveals that in periods of recession, the declining 
total of wage payments is actually much less a matter of falling wage 
rates than it is a matter of rising unemployment. 

At a time when we have a reemployment problem, pricing labor at 
an arbitrarily higher figure would place an extra premium on dis- 
employment. 


WHAT HAPPENS WHEN A MINIMUM WAGE IS INCREASED 

Congress can legally increase the required minimum wage rate. 
But enactment of such legislation does not correspondingly affect 
the productivity of wage earners and make low-paid workers 
employable. 

As Senator Douglas, the former chairman of the Senate Labor 
Subcommittee said in his book, “Controlling Depressions,” and I 
think this is a very important statement: 


As has been stated, the curve of the diminishing increments attributable to 
labor seems to be so elastic that if wages are pushed up above marginal pro- 
ductivity there is a tendency for the employed workers to be laid off at 
approximately three times the rate at which wages are increased. Labor 
under the capitalistic system, therefore, tends in the long run to lose appre 
ciably more through diminished employment when it raises its wages above 
marginal productivity than it gains from the higher rate enjoyed by those 
who are employed. The converse of this is that when wages are thus above 
the margin, a reduction in the wage rate will help labor as a whole and increase 
the total amount paid out in wages by causing appreciably larger increases in 


the numbers-employed, and hence a decrease in the volume of unemployment. 
(P. 2222.) 


Senator Gotpwarer. What is the name of the volume to which you 
refer ? 


Mr. DeVinny. “Controlling Depressions,” which was published 
about 1935. 

I can get you the publisher, Senator. 

Senator Gorpwarer. I will findit. Thank you. 

Mr. DeVinny. Therefore, many workers who qualify for employ- 
ment at a free market wage rate cannot automatically qualify at the 
higher rate. How many of these low-wage earners will simply be 
barred from jobs when the rate is increased? Senator Douglas, after 
long study, concluded that for every 1 percent wage increase above 
productivity, the disemployment effect is three times as great. 


THE WORKERS DIRECTLY CONCERNED 


A minimum wage law does not insure an increase in any family 
income or, for that matter, any worker’s earnings. All it does, in 
effect, is to say that no income shall be earned at less than, say, $1.25 
per hour. Workers who cannot satisfy some employer that t ey are 
worth “not less than $1.25 per hour” have been assured that they 
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will earn, not higher wages, but, at least in the covered fields of em- 
ployment, no wages at all. 

The relevant question is this: “Of the workers now getting less 
than, say, the proposed $1.25 legal minimum rate (or any rate above 
the $1 minimum), how many would employers regard as worth less 
than that?” 

That obviously is the number that employers would set about trying 
to get rid of. 

There I think that is a truism. And the longer the time allowed, 
the closer most every employer would come to completing the elimi- 
nation of workers to whom a law required him to pay more than he 
considered them worth. 

Hfow many workers thus eliminated? Even best informed wit- 
nesses would answer differently. But could any well-informed 
witness actually believe that of ail those now working for less, enough 
could qualify for employment at $1.25 an hour to obviate shrinkage 
of total wages for the group as a whole ¢ 

If not, it is hardly a kindness toward lowest wage-rate workers to 
enact a law that could reasonably be expected to shrink the total 
income of the group. 

In introducing S. 1046, Senator Kennedy stated that, “It has been 
said that the test of our belief in human dignity is the matter in 
which we treat those at the bottom of the economic ladder.” A mini- 
mum wage law, however, may be quite an ineffective means of aiding 
“those at the bottom of the economic ladder.” 

For it has been demonstrated again and again that the mere pas- 
sage of a minimum wage law assures no one of the job at that mini- 
mum. It simply says to the worker: “You cannot work at all in 
covered employment, unless you can find someone who is willing and 
able to pay that minimum.” 

Thus, it is hardly valid to argue that this is an act of kindness 
reflecting “belief in human dignity.” 

The passage of a minimum wage law deals with the symptoms of 
poverty and does not go to the roots. The individual efforts of mil- 
lions of ambitious and industrious people to escape poverty are a 
far more potent and effective force for lifting the scale of living and 
improving the well-being of individuals than the mere passage of a 
law. The effort of each to get ahead and do this enriches all of us. 

And that brings up your point, Senator Goldwater. 

If Congress can abolish poverty by law, it is amazing that earlier 
sessions of Congress, say, 100 years ago, had not made this discovery. 


CONCLUSIONS 


Is the proposed minimum wage legislation on the side of a healthier 
or less healthy economic system ? 

Will it serve the best interest of American workers in general as 
both workers and consumers? In the longer run, will it bring more 


gain or more loss to American jobholders in the lowest wage-rate 
brackets ? 


Have we fully digested the 1956 law? Is reemployment a problem 
today ? 
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Before taking our commitment, ought we not to ponder well: 

(1) Whether such legislation cannot reasonably be expected to 
discourage the wage-raising and job-making industrial development 
of the lowest wage-rate region wa localities, the depressed areas. 

(2) Whether there is any reasonably foreseeable escape from the 
real wage-reducing, inflaticnary impact of minimum wage legislation, 
without the alternative “vage-eliminating” disemployment of many 
directly and indirectly affected workers. 

(3) Whether minimum wage legislation cannot reasonably be ex- 
pected to aggravate the instability of our economic system. (With 
new legislation intensifying whichever tendency is then current, in- 
flationary or deflationary; and an older, “digested” law deepening 
and prolonging rather than counteracting depression. ) 

(4) Whether of all those now working for less, enough could 
qualify for employment at $1.25 an hour to obviate shrinkage of total 
wages for the group as whole. 

The purpose that minimum wage legislation may be intended to 
serve is one thing. It may, indeed, be noble. How it can reasonably 
be expected to work out in practice may be something else again, and 
obviously much more important. 

It is this latter consideration with respect. to which the questions 
raised herewith may seem worth some second thoughts. 

Thank you. 

Senator Kennepy. Thank you. 

I think that is a very clear statement, and I think the basic issue to 
be considered by the committee is whether the increase to $1.25 in many 
of these industries will bring about greater hardship than benefits. 

In other words, whether displacement and increased unemployment 
will result from an increase in the minimum wage. Your testimony 
will certainly be fully considered by the committee. 

Senator Goldwater. 

Senator Gotpwater. I just wanted to touch on one part of your 
testimony that I don’t think any witness has brought out completely 
yet, and that is the threat to increased unemployment in this field, this 
retail field that could be brought about by searching for more auto- 
mation, putting in vending machines where merchants do not use them 
today. I wanted to refer tothe Department of Patterns. In the First 
Federal Reserve figure sales people percentage of sales run about 14.5 
percent. When you get above 8 percent in any department, you begin 
to run into trouble. You begin to find departments that are losing. 
This department doesn’t make much money any place, but an increase 
of a half of 1 percent would wipe out the profit and would, in my esti- 
mation, encourage merchants to put in this item which can be sold 
from vending machines across the country, and we would eliminate 
sales people who frankly should not be eliminated because they are 
usually women of an older age who have no other source of income. 

The second figure runs 15 percent in that department, and in the Chi- 
cago area, the seventh district, it runs 18.7. In the west coast it runs 
15.5. That is not quite double normal figures, but it is quite close to it. 

I think that you should consider, that the committee should consider, 
the possibilities of an increased drive toward automation in the retail 


field where the customer can put a dollar in and get the merchandise 
out that she wants. 
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I speak-from experience in this field. We have not pressed for auto- 
mation because we haven’t felt the need, but I can say that with retail 
profits running on an average in this country of around 2 to 2.5 per- 
cent instead of the comfortable cushion of 5 and 6 that we had back 20, 
25, and 30 years ago, any change in the increased costs of doing busi- 
ness is going to require the retail industry to do as other industries have 
been forced to do: seek more machine selling and machine operation. 

Mr. Devinny. I think that is illustrated very clearly by the growth 
of chainstores, of chain grocery stores, and Giant Food Stores, where 
they are eliminating employment all the way across the board and 
you collect your stuff yourself and come out and pay. Iam sure Mr. 
Sydnor knows that the vending machine problem is a very serious one 
to the retailer, because the amazing mechanisms that these inventors 
put out can pretty near talk, you know, and they can pretty near tell 
you what you are getting. 

Senator Gotpwarer. I was impressed last year at some hearings we 
held before this subcommittee to hear testimony from some southern 
retailers who operate the Fedway type of business whereby they have 
reduced the cost of doing business to 12 percent. ‘They have done that 
by eliminating employees. Actually their salary cost is about 8 per- 
cent, whereas the average is about 18 percent. 

Mr. Devinny. You see that all through the South 

Senator Gotpwarer. It is a disturbing thing and it is brought about 
by a desire to make money. 

Mr. Devinny. There is no doubt about it. 

Senator Gotpwater. Which is normal, I think, in any businessman. 
The department store or the retail store in normal operations finds a 
cost of between 31 and 35 percent, where this competition finds a cost 
of 12 percent, and to stay in business retailers will go to the machines, 
even though frankly I dread to see the day that we do it because we 
eliminate a great part of the working force of our country. 

Mr. Devinny. I would say so. 

Senator Gotpwatrr. The tendency is to eliminate the middleman, 
frankly. 

If we keep on harassing the retail business, we can see the day when 
anything can be purchased by putting money in a machine, even auto- 
mobiles, and we eliminate the middleman. What do we do with the 
middleman then? Where does he go? That is the big question and 
it is the big problem that is facing America. In my estimation any 
legislation that injects the Government into the normal operation of 
the law of supply and demand is increasing the dangers of eliminating 
this big segment of our society. 

Mr. Devinny. I think there is convincing proof of that in what has 
happened since 1956 where the cost of living rose precipitously really 
in 3 years compared to what had happened prior to that. 

And certainly, basically, the manufacturing industries that in most 
costs are covered by union bargaining agreements have taken care of 
themselves very well. 

But some workers, as you point out, have no hope of getting it be- 
cause they are immediately mechanized or a merchandiser finds that 
he can’t afford them, and he does without them and he does without 
them awfully quick, because he won’t stay in business if he does not. 

And your point that they want to stay in business is right. 

41681—59——-35 
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Senator Kennepy. Do you have a comment, Mr. Sydnor? 

Mr. Sypnor. I was just going to say that I think that most of us 
in the retail field fee] that personal service is very important, and most 
consumers wish it. But it can get to the point where personal service 
is a luxury that we can’t afford and that the consumers can’t afford. 

And I think with the passage of legislation of the kind proposed 
here, we come much closer to that time. 

Senator Kennepy. Senator Prouty ? 

Senator Proury. Mr. Devinny, some employers in high-cost labor 
areas have expressed the opinion from time to time that they will be 
placed in a better competitive position with people in low -cost areas 
if an increase in the minimum wage is enacted into law. 

What would you say about that ? 

Mr. DrvInny. My response to that would be to say that they must 
be mavericks of some kind because I can’t believe that it would work 
that way. After the 1956 minimum wage law went into effect and it 
went from 75 cents to 1, I sat across the bargaining table from a num- 
ber of unions, and certainly the demand was to get as much increase 
for everybody as there was for the minimum paid worker. Now it 
would be hard for me to believe that it would help a competitive situa- 
tion. I couldn’t see how that would be true. 

Senator Proury. Obviously, they are paying more than that now. 

Mr. Devinny. Well, they will pay still more if it goes to $1.25. 

Senator Proury. It is not going to increase their costs but it may 
increase the labor costs of some of their competitors. 

That is the argument. 

Mr. Devinny. It will increase the cost of their competitors, I 
think there is no doubt about that, and maybe they will be favored. 

Senator Proury. There is one other suestion. In this supplement 
of Mr. Sydnor, I find that the average wage paid by food retailers and 
liquor store owners is $1.90; the average paid by automotive and acces- 
sories firms is $1.95 ; the average wage paid by furniture and appliance 
stores is $1.76; and the average wage paid by lumber and hardware 
outfits, $1.85. 

Now why are these particular groups selected? Why didn’t you 
select general department stores, chainstores, and other operations of 
this kind. 

Mr. Sypnor. The idea, Senator, there was to show that in certain 
phases of the retail service trades which justified it, the average 
wages were quite high there, in fact were higher than the wages 
paid in certain covered manufacturing industries. 

Senator Proury. What I am trying to find out is whether what you 
are saying is true, for example, in the case of department stores or 
large chains. 

Mr. Sypnor. No, that is not true. Later on in this testimony there 
is information given on the variations in wages and that is why I 
brought out clearly that there was quite a wide variation among 
different types of retail trade. 

Senator Proury. And of course there are all national averages. 

Mr. Sypnor. That is correct. 

Senator Proury. They don’t refer to any particular locality. Is 
that broken down by localities in the States? 
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Mr. Sypnor. You simply can’t think of retailing as a homogeneous 
occupation where every store produces the same dollar volume per 
employee or total volume for the store. There is great variation. I 
think that figures are brought out in that testimony which show why 
this is true. 

The statement is made the average annual productivity of sales per 
employee in general merchandise ‘stores was $14,268 whereas in the 

ase of food and liquor stores the average figure was $40,160. Now 
1 think it would be quite obvious that the employee who produced 
nearly three times as much in the food and liquor stores could quite 
reasonably be paid a higher wage than employees who produce one- 
third as much in the general merchandising stores. 

Senator Proutry. That may well be true but I think the whole pic- 
ture should be presented in the interests of accuracy. 

Mr. Sypnor. Yes. 

Senator Proury. Thank you. I have no further questions. 

Senator Kennepy. Senator Javits? 

Senator Javrrs. Mr. DeVinny, do you believe in the fundamental 
formula of high wages, low prices, and mass consumption ? 

Mr. Devinny. I do very definitely. 

Senator Javirs. So you don’t really complain about the fact stated 
by Senator Goldwater that profit margins have gone down from 6 
to 2 or 3 percent as long as the volume goes up, do you ? 

Mr. Devinny. I think it is unfortunate, yes, because perhaps they 
will go to nothing and then he will be out of business. 

Senator Javirs. But as a practical matter American business is 
as profitable as it has ever been in its history ? 

Mr. Devinny. The curve doesn’t show that. 

At the moment the newspapers say the profits are good but the 
year isn’t out and I think that that isa 

Senator Javits. Let’s take an ascertainable time. They were at 
the highest in history in 1955 and 1956, weren’t they ? 

Mr. Duvinny. The aver age for 10 years from 1947 to 1957 
a decline from I think it was 12 to6 percent. 

Senator Javrrs. What about the dollar earnings that industries 
realized? Sure, from 12 to 6 percent, but on what volume, on what 
turnover ? 

Mr. Devinny. I suppose you would say the volume was up. But 
at the same time certainly the costs of doing business had increased 
tremendously. Most manufacturi Ing industries are now putting away 
huge amounts for pensions and deferred wages that are not con- 
sidered at all, but which would be considered in any increase in wage 
rates, 

In other words, the same thing would be true for a worker who is 
going to retire at 65. The pressure would be to increase the pen- 
sions again because there wouldn’t be sufficient to meet the dollar 
purchasing power. 

Senator Javits. Do you agree that the real standard of living of 
the American people has declined in the last 10 years? 

Mr. Devinny. I don’t argue that at all, no. 

Senator Javirs. You argue that it has increased, don’t you? 

Mr. Devinny. I beg your pardon ? 

Senator Javits. You argue that it has increased ? 
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Mr. Devinny. I think it is better. 
Senator Javirs. All the Government statistics show a material 
increase. 

Mr. Devinny. I don’t think that has anything to do with the rais- 
ing of the minimum wage, because I think there is proof enough 
that in a free market w ages will take care of themselves and I think 
competitive factors in the labor force too will take care of that. 

Senator Javrrs. That is what I was trying to get to in your testi- 
mony, because I think there is no use in going off on things which 
are not so. 

Mr. Devinny. No. 

Senator Javirs. And hankering for the good old days when Butler 
Bros. distributed all the merchandise between the manufacturer and 
the retailer. You don’t want that either do you? 

Mr. Devinny. I don’t think so. 

Senator Javirs. Of course not. So what is the use of doing that 
in going off on that rabbit track? The fundamental point is whether 
or not American industry is at a point in productivity where the 
whole plateau ought to be raised. That is the real issue. There is 
no use in going back into the past talking about the good old days 
that will never come again and nobody w ants them to come again. 

Mr. Devrnyy. I think there is no doubt but what the productivity 
has increased because certainly the plant establishment and capital 
investment in American industry has been tremendous, and evidence 
is everywhere that productivity has been increased. But it is a ques- 
tion again when you talk productivity of who should benefit from 
productivity. 

Senator Javirs. In your attributions to productivity I am sure you 
didn’t intentionally leave out the worker, but he is a part of the 
process. 

Mr. Drvinny. Of course he is and he has been. 

Senator Javirs. Now is it the fundamental theory of the chamber 
of commerce, which is in a sense the head front of American business, 
that this whole matter should be left to collective bargaining rather 
than determined by Federal law ? 

Mr. Devinny. I certainly think so. 

Senator Javits. That is the essence of it. 

Mr. Devinny. I certainly think so. 

Senator Javirs. And that the economy will be more flexible and will 
prosper better. That is really what you are arguing. 

Mr. Devinny. Exactly. 

Senator Javirs. Now you had the same objection, did you not, to 
the $1 minimum wage ? 

Mr. Devinny. Perhaps. I wasn’t here then. 

Senator Javirs. So that the main thing we have to decide is it: not, is 
whether or not what you expected to happen in the economic world 
in 1956 did or did not happen, because if it did not happen then prob- 
ably it is unlikely to happen now. It isn’t sure but at least it is a 
pretty good precedent. 

Mr. Der As I mentioned, I don’t think that anybody can 
prove it. I don’t think that you can prove it or that I can prove it. 
But I am sure it seems that from 1956 when the $1 minimum went 
into effect from the 75-cent level or 75-cent minimum wage, that the 
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cost of living has increased. Now I can’t prove cause and effect and 

[ don’t think you can and I don’t think we should try to prove it. 

But something took effect, and certainly in my own experience and 
in bargaining w rith unions, the 33.3 percent increase went into effect 
from 75 cents to $1 the unions said like increases should be distributed 
among everybody. 

And that took all of the intermediate wage schedules and boosted 
them up, which resulted in higher costs. 

Senator Javits. Of course there is lots of argument about that 
as to the effect of other factors upon the increase in the price level, but 
[ want to see your argument on the books and that is way we have 
to come to a judgment about it. 

But I would like to call to your attention your statement in which 
you say that “far more persons earning minimum wages are near the 
minimum now than were prior to the last i increase in 1956.” 

Now is that material which comes out of the report of Secretary 
Mitchell ¢ 

Mr. Devinny. That is out of Secretary Mitchell’s report and those 
are about a. an statistics available because the Department of 
Labor furnishes you and industry with the same figures. 

Senator Javirs. So to take your second argument then—I think the 
first. argument is a flexible economy requires collective bargaining to 
do the job rather than Government law. 

Mr. Devinny. Competitive relationship. 

Senator Javirs. I understand. Your second argument would then 
be that unlike the previous time when the cag was raised, a 
very large proportion today of wages are near the minimum, and 
therefore there is a feeling that the timing is not al right for another 
increase. 

That would be your second argument. 

Mr. Devinny. I again would say that is 100 percent right in my 
feeling, but personally I think the free market—I don’t think the 
Government should regulate it. 

Senator Javirs. We will accept for the sake of clarifying your 
argument the first postulate. I am just coming to the second be- 
cause you are making another point. The second point is that you 
have not yet reached the point where enough people are so far above 
the previous minimum that you ought to go to a new minimum. 

Mr. Drvinny. Those statistics seem to indicate that. 

Senator Javirs. Now the third point I would like to ask you, and I 
shall discontinue in a minute, is this question of coverage. 

Can we have stated just as precisely as we have had the first two 
points, why it is felt that coverage should not be expanded of the 
existing minimum, why we have not in your opinion, as reflected by 
the chamber, reached that point ? 

I understand your argument that you feel we haven't reached the 
point where we should increase the minimum. Now why haven't 
we reached the point where we ought to broaden the coverage on 
the existing minimum ? 

Mr. Devinny. Again I think that you go right back to the free 
market idea of labor, and in certain parts “of this country certainly 
competitive factors and conditions exist that don’t warrant it, because 
some —. would be out of business if wages are increased to a 
proportion, to the amount, the percentage that has been proposed. 
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From what he says, say about 90 cents to $1.25, imagine the effect 
of that increase. 

Senator Javits. I am only talking now about 90 cents to $1. 

Mr. Devinny. I will ask Mr. Sydnor to answer that. He is right 
close to it. 

Mr. Sypnor. Senator, I would point out to you that at the present 
time in the service industries, which include retailing, wholesaling, 
and other allied trades, at the time the last figures that we have avail- 
able were computed, which was 1955, based on the Bureau of the 
Census, there were 1,555,000 young people between the ages of 14 
and 19 working in this field. I would also point out that at that 
time there were 1,166,000 women over 55 years of age working in the 
service trades field. 

Now I believe that if the coverage is extended to those trades, that 
a very considerable proportion of that rather large number of presently 
employed persons would be out of work. 

I think that that is a very good reason for it. 

Senator Javirs. You don’t think that they are productive enough 
to deserve $1 an hour? 

Mr. Sypnor. I don’t think it is a matter of their deserving it, sir. 
I meant they can’t earn it. 


Senator Javirs. I meant only in economic terms. You don’t think 
that they can earn it? 

Mr. Sypnor. That’s right. 

Senator Javirs. Economically ? 

Mr. Sypnor. That’s right. 

Senator Javirs. Now isn’t it a fact, and I now refer to page 4 of 
the addenda of your paper, that what drags this whole thing down is 
the wage scale in the South? So far as the rest of the country is 
concerned, this isn’t true, but when you get into an average which 
throws $1.16 in with $1.50 and $1.44 and $1.68, that you get into this 
uneconomic equation as you gentlemen put it? That appears at pages 
4 to 5 of the addenda to your statement ? 

Mr. Sypnor. That is so. 

Senator Javirs. That is really in a sense the below par area. Now 
there may be good reason for it. I am not arguing that at the 
moment, but I just want to get a clear understanding of the figure. 

Mr. Devrnny. Senator, I think that is true in New York too, in 
the city of New York. 

Senator Javits. Of course, in New York we do have minimum wage 
laws of our own, which are adaptable to every particular line of 
business. 

Mr. Devinny. Yes, but the coverage is different. 

Senator Javirs. That’s right, and therefore I think it is extremely 
difficult to make a comparison. But I would say to you that as far as 
I can see, the New York situation is not analagous to States where 
you do not have an effort to put the economic floor to the wage level 
which we do in New York. 

There is some opposition in New York to an increase in the mini- 
mum wage. That is a fact among the retailers. But I think that 
that is very largely a question of the place at which you are going to 
draw the line in the size of the establishment rather than funda- 
mental opposition to the minimum wage idea. 
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But isn’t that a fact that this southern situation on the wage in 
retailing and service industries is what drives down the w hole na- 
tional average approach ? 

Mr. Sypnor. I would like to bring out to you, Senator, that there 
is wide variations in the retail service trades within probably your 
State of New York. The wages prevailing in retail stores in New 
York City I would imagine w ‘ould be very different from those pre- 

vailing in small upstate cities or towns. 

In the addendum there are given the variations in retail wages 
based on different factors and I would like to read those to you. 

There are variations in the BLS Study based on different lines of 
retailing, in specific retail trades, among the four national geographic 
areas, between the metropolitan and nonmetropolitan areas, among 
single and multiple unit stores, between full-time and part-time em- 
ployees, between men and women. 

So you have a very heterogeneous situation in many respects other 
than just regional difference. And I would point out to you that in 
the case of my own company, the w: age rates w hich we pay in certain 
communities in the State of Virginia are quite different from those 
that we pay in a competitive free market in other communities in 
the State of Virginia. 

Mr. Devinny. Senator, may I just make a remark on that? With 
respect to these averages, I think you must take into consideration 
this fact in any of your ‘thinking. 

In the northern areas or in these areas where the w ages are higher, 
you find average higher wages in the manufacturing industries which 
have a tendency to bring the other averages up. 

There are plenty of minimum wage situations all over this country, 
in spots, where there isn’t a manufacturing wage to boost the area 
rate. 

Senator Javits. I would like to ask just one other question which 
I am anxious precisely to get your thinking on. 

Does the Chamber believe that any case has been made for ex- 
tending coverage to any group of establishments not now covered? 
In other words, is there any type of establishment which the cham- 
ber feels should be covered by the minimum wage which is not now 
covered, even if we accepted the existing minimum wage? 

Mr. Sypvor. The Chamber's S position is against extended coverage 
to any type of trade that is now specifically exempt. 

Senator Javirs. Against it? 

Mr. Sypnor. The primary reason for that is that whether the es- 
tablishment happens to be large or small or whether it happens to 
be in one type of trade or another, the local competitive situation has 
such an effect that all establishments there are brought into indirect 
compliance sooner or later. 

Senator Javits. Thank you very much. I just wanted to be sure 
that we had very precisely the testimony of the Chamber on this 
subject which is extremely important, because this is the organized 
body of American business. 1 wanted to be sure that we had very 
precisely your views, because I think they weigh heavily. I will 
also tell you this: it is a mistake not to distinguish between coverage 
and the minimum in this field. I think both are very important, 
and both are before the committee, and I hope very much that even 
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in your future development on this subject you can address yourself 
precisely to both. 

It doesn’t nec essarily follow that the arguments which you may 
make against an increase in the minimum wage are arguments against 
an extension of coverage or vice versa. 

Thank you, Mr. Chairman. 

Senator Kennepy. I wonder if it would be possible for us to get 
& memorandum on the experience of New York in lifting the mini- 
mum wage to $1 to see if any economic dislocations took place. 

Senator Javrrs. I will undertake to get that, Mr. Chairman. I 
think it is very pertinent and I think the New York experience will 
be very helpful to this. 

(A brochure on the New York State experience was transmitted by 
Senator Javits and has been retained in the files of the subcommittee. ) 

Senator Kennepy. I think the question of the Senator from New 
York is very pertinent to these discussions. The fact. of the matter 
is that the chamber is opposed and did oppose this legislation right 
from the beginning and prophesied the most dire results. It may 
be ultimately in this case that if we pass this bill, as is, the results 
would be disastrous. But the fact of the matter is that the chamber 
has raised that cry since minimum wage legislation was first written. 
Its constant theme has been “leave it. to the pressures of the market- 
place to determine what the wages should be.” 

Congress long ago determined not to do that. The question now 
is whether the proposed increase to $1.25 is excessive, and if it isn’t 
what would be a desirable increase? But to merely state that the 
whole question of minimum wage should all be left to the free pres- 
sures of the marketplace ignores the fact that Congress has long 
ago discarded that concept. 

Mr. Devinny. We don’t think that the Government should fix 
prices. 

Senator Kennepy. I agree; but I thought the issue of govern- 
mentally established minimum wages was settled in the thirties. 

Mr. Devinny. We have not forgotten events, but we disagree with 
developments. 

Senator Kennepy. The question is what would be appropriate now 
within the established policy, what is appropriate action this year? 

Now, it really doesn’t do us any good to be fighting that old battle 

gain. That battle has been fought and decided. Now. what we are 
trying to do, I hope in a very objective way, is to try to establish a 
new minimum that will enable people to get a decent wage. Anyone 
getting less than $1 an hour today certainly is not getting a decent 
wage by any standard. 

I don’t care whether you live in the smallest town in Alabama or in 
New York City. It still represents an inadequate wage. We want 
to do something about it. We want to raise the minimum as high as 
is consistent with maintaining the integrity of the employer involved 
and without reducing employment. 

That is the basic issue. 

We are not concerned about whether the-Government has the right 
to pursue such a policy. That is an old issue which has been resolved. 

Mr. Dervinny. It is a philosophy of business, though, funda- 


mentally, that the laws of supply and demand must ‘take their normal 
effect. 
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Senator Kennepy. But we have not accepted in the last 25 years in 
this country the theory that the law of supply and demand should 
operate w ee restraint with respect to minimum wages. 

Mr. Devinny. I realize that. 

Senator Rensuwr, You feel that you should be able to drive a wage 
down to whatever level you are able to by bidding one against the 
other and paying a wage which is a disgrace. 

That has all been settled. What we w ant to do with the help of you 
gentlemen is to find out how far we can go in this field without causing 
unemploy ment. It doesn’t do any good t to tell us we should not do it at 
all because we are going to do it. “We will do it one w ay or another 
and we can do it more effectively and intelligently if you will tell us, 
“Yes; you can move it to $1 but you should not go any farther for 
these reasons.” But you shouldn't spend your time telling us we 
hoch t do it at all, because we intend to increase the minimum wage. 

J appreciate your problem, Mr. Sydnor is concerned about the prob- 
lem of retail trade w hich he feels raises special problems, and I think 
that your testimony is very helpful. I just want to emphasize that 
this matter is going to be before us for another 3 or 4 weeks and we 
are hopeful to have the expert advice of the chamber when we finally 
come to marking up the bill, and I hope that you will consider this 
problem more positively. 

The question is what is the best way to meet this problem so as to 
protect the interests of the people you represent and at the same time 
get the best wage possible for these people who so far have been unable 
to protect themselves adequately ¢ 

Mr. Sypnor. Mr. Chairman, might I make one comment on that? 
I believe that you would agree that there are very few persons working 
in the age brackets of 14 to 19 who would be the sole breadwinners for 
a family. And I point out to you that there are a million and a half 
of those people working in service trades today, many of them part- 
timers, working as part “of the distributive education program. 

Senator Kennepy. There may be a million and a half, but I am not 
so much concerned about. them as I am about those over 55 because 
they still have to live. Social security is paid to women who are 62 
now, 

Mr. Sypnor. Many of those have other members in the family who 
also earn wages. 

Senator Kennepy. I don’t think you should pay anybody on the 
presumption that somebody else is also contributing to their support 
because a good many of them are their own sole support. 

Mr. Sypnor. In every one of the communities where there are retail 
stores I believe that there are other forms of employment available if 
they wish to leave. 

In other words, nobody is under contract to remain employed in the 
service trades. They are perfectly free to seek employment as secre- 
taries or other types of employment that may be suitable to their 
physical and mental capacities. And there is no subjection of under- 
privileged persons to my knowledge in the retail trade or in the service 
trades. 

I would also like to suggest again what I mentioned in connection 
with the plight of many in the coal mining industry. Certain other 
wages, not through Government fiat but through collective bargaining, 
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have been raised to quite high levels at this time, and in the States 
where that has occurred, to a very considerable degree, for example in 
che State of Michigan in the auto industry, I believe that we have very 
unhappy economic ‘conditions which are presently not solved. 

I believe that in some of the other Northern States where wage rates 
have risen to very high levels, we have many persons who cannot find 
employment. 

Senator Kennepy. I have been down to West Virginia and it is 
quite obvious that you can produce more coal a day with half as 
many people as you could 10 years ago so there are other factors 
besides the wage rate in coal mining which contribute to unemploy- 
ment in that industry. 

We are not talking about $3 an hour now. We are talking about 
$1.25. 

Mr. Sypnor. Senator Goldwater, I believe brought up the alterna- 
tive which retailers would have to take with considerable reluctance, 
which is to replace persons presently employed in retailing with 
machines or methods which don’t require as many people and I can 
assure you we will do that. 

Senator Kennepy. That is I think a very legitimate problem and 
one we are going to concern ourselves with; that is the point at. which 
displacement takes place ? 

Mr. Sypnor. I would say that these two and a half million people 
whom I mentioned to you would be very largely displaced over a 
period of time in retailing. 

Senator Kennepy. We thank you for your testimony. The subcom- 
mittee will meet again this afternoon at 2:30 to hear Mr. Morefield of 
the United Fresh Fruit & Vegetable ed ation, William Pollack of 
the Textile Workers Union of America and Abraham Weiss, director 
of research of the Brotherhood of Teamsters. 

(Whereupon, at 12:15 the subcommittee recessed until 2:30 p.m. of 
the same day.) 

AFTERNOON SESSION 


Present: Senator Kennedy (presiding). 

Senator Krennepy. The sube ommittee will come to order. 

The first witness this afternoon is Mr. Kenneth Morefield, from 
Orlando, Fla., representing the United Fresh Fruit & Vegetable 
Association. 

I understand Mr. Morefield, that you are presenting testimony in 
behalf of the Northwest Horticultural Council and that Mr. Ernest 
Falk, manager of the council has given authority for this in a letter. 

I understand that there is a telegram from Mr. Anson, executive 
vice president of the Texas Citrus &V egetable Growers & Shi ypers 
Association authorizing you to present testimony in behalf of that 
association, asking the United Fresh Fruit & Vegetable Association to 
present this testimony ; 


STATEMENT OF KENNETH R. MOREFIELD, UNITED FRESH FRUIT 
& VEGETABLE ASSOCIATION 


Mr. Morertetp. That is correct, Mr. Chairman. I want to express 
my appreciation for this opportunity, Mr. Chairman, and also would 
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like to say we would like about a day to present the fresh fruit and 
vegetable industry’s viewpoint on the matter. 

We realize, of course, this is impractical. We have submitted a 
statement on behalf of the Florida Fruit & Vegetable Association and 
the remarks that I will make will be condensed. 

My name is Kenneth R. Morefield. I am the administrative assist- 
ant to the general manager of the Florida Fruit & Vegetable Asso- 
ciation, of Orlando, Fla. 

I am the witness today for the United Fresh Fruit & Vegetable 
Association, a nonprofit, nonmarketing nationwide association of 
growers, shippers, and wholesale distributors of fresh fruits and 
vegetables. The headquarters of the association are at 777 14th 
Street NW., Washington, D.C. 

The following resolution was unanimously adopted by the asso- 
ciation at their 55th annual meeting in Dallas, February 4, 1959. 
“The United Fresh Fruit & Vegetable Association reaffirms its oppo- 
sition to any legislative measures designed to repeal or weaken the 
agricultural and seasonal exemptions now authorized under the Fair 
Labor Standards Act. 

“Since confusion and inequities often arise from various interpre- 
tations of ‘area of production’ as promulgated by the Department 
of Labor, we further reaffirm our proposal that the Fair Labor Stand- 
ards Act be amended to specifically define such areas, rather than 
leaving them to administrative determination.” 

My testimony is being given on behalf of the United Fresh Fruit 
& Vegetable Association and the Florida Fruit & Vegetable Associ- 
ation. 

My purpose in appearing at these hearings is primarily twofold— 
first, to urge that the exemptions for agriculture and agricultural 
packing and processing be continued and second, to suggest that 
Congress dissipate the dismaying fog of uncertainty and confusion 
that has attended some of the “interpretations” and “definitions” 
issued by the administrator of the act in his attempts to translate 
iegislative intent into practical working rules. 

The old arguments against the burdening of agriculture with re- 
strictions designed for industrial operations are still persuasive. 
Social legislation as you are well aware, represents a delicate balanc- 
ing of equities. 

You must face this question: Are employees in agriculture now at 
such a disadvantage that we must risk disrupting our entire farm 
economy ? 

Is their situation such that farm costs must be pushed skyward, with 
inevitable “chain reaction” effect on farmers, wholesalers, processors, 
marketing groups and lastly the consumers? 

There were very good reasons why the agricultural exemptions in 
their varied forms were provided in the Fair Labor Standards Act. 
If the wage-hour provisions are applied to agricultural operations 
closely related to the farmer, the farmer cannot escape being penalized. 
Increased costs of processing, packing and preparing commodities for 
market, especially in rural areas, can only result in reducing the 
farmer’s income. 

This is the most important reason for the exemptions, coupled with 
the difficulty of applying hourly limitations to the processing and 
handling of seasonal and perishable items. 








534 TO AMEND THE FAIR LABOR STANDARDS ACT 


Senator Kennepy. I must say I don’t see why you would expect 
someone to work at a substandard wage in order to protect the right 
of the farmer to secure an adequate income. It seems to me that that 
is discriminating in favor of one American citizen at the expense of 
other American citizens. What is your justification for that? 

Mr. Morerterp. The justification, Senator, is that as pomted out 
later in my statement, the entire cost of processing and handling is 
borne by the farmer. It can’t be passed on. Now the net income to 
farmers this year is estimated by the Department of Agriculture to 
be $1 billion less than last year. 

Senator Krennepy. What about fruits and fresh vegetables last 
vear? 

Mr. Morrrre.p. You mean the income for those farmers ? 

Senator Kennepy. Yes. 

Mr. MorrrFterp. I don’t have a breakdown on that, sir. 1 am speak- 
ing now of agriculture as a whole. That makes the net income ap- 
proximately 8 percent less than it was last year. Now if the farmer 
could pass on these costs to the consumer, we might have a different 
situation. 

Senator Kennepy. I don’t see any reason why. There are a lot of 
other people involved in bringing food to market, people who work 
for railroads, railroads themselves, farm machinery distributors, the 
people who work the farm machinery companies. ‘They get.a decent 
wage. Why is this any argument for paying somebody a substandard 
wage in order to protect a little farmer ? 

Mr. Morerterp. I can’t agree that we are paying a substandard 
wage. 

Senator Kennepy. That is another question. You go ahead. 

Mr. Morrrtetp. Let us discuss the factors which set farming apart 
from manufacturing. One word can blanket the entire range of argu- 
ments which you have heard and will head again and again “Uncer- 
tainty”—uncertainty as to production, as to sources of labor, as to 
time needed for harvesting crops, as to marketability, as to transporta- 
tion, as to sales, as to costs. 

I was rather embarrassed to see that we had forgotten the weather 
here, but the weather today reminded me. On a day like this all of 
your agricultural picking stops because workers can’t work in the rain 
and you cannot harvest crops in the rain. 

Senator Kennepy. How many days does that happen in Florida? 

Mr. Morertewp. Let’s take the freezes of last year, Mr. Chairman. 
We had 12 different freezes in Florida beginning December 12, 1957, 
until about March. Practically all of the ‘vegetable o1 crops were wiped 
out during that period and the citrus crops was grossly reduced. The 
citrus crop is reduced this year because of the loss of the trees. In 
March of this year we had a rain that began on a Sunday and it 
rained steadily until Friday. 

The result was the entire strawberry crop around Tampa and 
Plant City was wiped out completely and those farmers lost their 
entire investment in those crops. 

And they cannot take off that loss from their income tax either, 
Mr. Chairman. It isa total loss. 

Senator Kennepy. No insurance of any kind? 
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Mr. Morerretp. There is some crop insurance, but it is very costly 
and it is not too practical. I think that there are about 20 percent of 
the citrus acreage which is insured against crop loss, but not enough 
to have any real effect. 

The net effect is to make agricultural labor vastly different from 
the employees of industry. To understand this difference consider 
the time factor the kind of labor and the hazards involved in pro- 
ducing a crop from the point of seeding to actual transportation to 
market. The fresh fruit and vegetable farmer is the only producer 
who cannot set a price on the product of his labor. 

We are handling perishables, which after all has been done may 
not sell for the cost to produce them—but they must be sold for what 
they will bring and sold with speed to avoid spoilage. 

I might make a remark here that the celery industry in Florida 
this year was selling celery for $1 a crate when the break even 
is about $1.30. Experienced hand labor is essential for fruit and 
vegetable production and handling. These commodities bruise and 
become spoiled if roughly handled. 

Suitable machines have not been developed to harvest, grade, and 
size all of these products. They must be harvested, packed, shipped, 
sold, and consumed when they are ripe. Nature controls the ripening. 
It is not something that can be arranged for the convenience of the 
people involved. - 

These products must be harvested and handled when they are ready, 
not when you are ready. Long hours just cannot be avoided under 
these circumstances. 

The industry could not remain solvent on the basis of the 40-hour 
week plus overtime that prevails in manufacturing. All employers 
other than those in the fresh fruit and vegetable industry can avoid 
the payment of overtime by merely shutting the plant down after 40 
hours of work. Agriculture cannot do likewise. It must work while 
the products are available. 

All of the costs and charges of packing, packaging, washing, grad- 
ing, and putting commodities in the stream of commerce on the way 
to the consumer comes out of the pocket of the grower. These costs 
‘annot be passed on to the consumer. This is axiomatic. 

The grower of perishable fruits and vegetables like the rest. of our 
farmers is caught in a cost-price squeeze. Desirable as are the social 
and other advantages that might accrue to some individuals if the 
exemption for agriculture are eliminated or watered down the effect 
on food costs would be devastating. Agriculture is an essential mi- 
nority in the United States. It is a mark of statesmanship for the 
majority to safeguard the well-being of that minority. 

The Congress has manifested a concern over the problems of agri- 
culture because a healthy and prosperous agriculture contributes sub- 
stantially to a healthy and prosperous economy. 

Despite gains in productivity net farm incomes were lower in 1957 
than in 1947-49. Changes in the farm price cost situation were largely 
responsible for the decline in farm incomes. 
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Following are excerpts of an article which appeared in the Tampa 
Tribune on April 21,1959: 


UNITED STATES PREDICTS FARM INCOME To TAKE BiG Drop THIS YEAR 


Almost all the business indicators went up in March, but there is depressing 
economic news for the Nation’s farmers. The Agriculture Department said 
today farmers’ realized net income this year will be down about $1 billion or 
nearly 8 percent. 

The forecast came at a time when Government economists had been predict- 
ing higher income for the Nation as a whole this year. It is likely to stir up 
new demands in Congress that something be done to improve the agriculture 
outlook. 

Aggravating the farm income situation is a continuing rise in production costs. 
They have increased in 18 of the past 20 years. The Agriculture Department 
said a part of the prospective decline in income from farming may be offset 
by increased farm family income from outside sources. It said industrial wage 
rates and job opportunities for farm people continue to improve. 

According to BLS, wholesale prices of fresh fruits in March 1959 
moved down to index 103.1 from 114.1 in February. (1947-49 average 
equals 100.) Fresh vegetables index dropped in March 1959 to 80.4 
from 94.5 in February. These facts are further evidence of the dis- 
aster to agriculture which would inevitably follow the imposition of 
wage and hour standards to agriculture, or the elimination of any 
of the exemptions. 

Agricultural products cannot be stored and processed at will, as is 
the case in a metalworking plant, but must be handled or processed 
when the laws of nature bring such products into maturity. 

If an establishment handling fresh fruits and vegetables could op- 
erate on a year-round basis, its owners would be happy to operate on 
a 40-hour week, but such an establishment must operate when nature 
produces its commodities, and must shut down when nature cuts off 
the supply. 

HANDLING AND PROCESSING EXEMPTIONS 


The Fair Labor Standards Act contains three exemptions which 
apply to the handling and processing of agricultural commodities. 
Some of the pending legislation proposes to completely eliminate 
these exemptions from the act. The elimination of any of these ex- 
emptions will result in increased costs of food at the retail level and 
lower income to the farmer. The food-processing and handling in- 
dustry is unable to absorb any more increased costs of operation and 
any increase in costs will be passed back to the farmer. 

The Congress which passed the Fair Labor Standards Act wisely 
included these exemptions and the need for them is the same today as 
it was when the act was passed. 

Section 7(b) (3) of the act contains a partial exemption from the 
overtime provisions for industries declared to be seasonal by the Ad- 
ministrator. This section permits the industry to work 14 weeks with- 
out payment of overtime except for hours worked in excess of 12 per 
day or 56 per week. 

Section 7(c) of the act exempts from overtime several operations, 
including the first processing of, or canning or packing perishable or 
seasonal fresh fruits or vegetables, or the first processing within the 
area of production of any agricultural or horticultural commodity 
during seasonal operations. This section provides a complete exemp- 
tion from overtime for 14 weeks in the year. 
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These exemptions are vital if producers, handlers and processors 
of agricultural commodities are to continue to ship to the tables of 
America healthful foods at a price within the reach of all Americans. 

If these exemptions were removed, the result would be that many 
plants, especially small ones, would be forced to limit their operations. 

This would have dire results. The take-home w ages of the em- 
ployees would be reduced as they would be permitted | to work fewer 
hours and since they are limited by nature to working only a few 
weeks a year in these plants, their annual earnings w ould be reduced. 

The inevitable result would be that a good portion of harvested 
agricultural commodities would not get handled or processed because 
the plant could not afford to oper ate and pay overtime wages. 

The agricultural handling and processing exemptions are in need 
of clarification. 

Let me give you some examples. 

Due to the wording of the law, the section 7(c) exemption has been 
denied to fruit and vegetable handlers who haul goods from the field 
to the plant. 

Certainly the intermediate handler who handles the commodity be- 
fore packing or processing should be entitled to the exemption. If the 
employer is employed by the packer to haul to the packinghouse, he 
is exempt—if employed by the intermediate handler and does the 
same hauling, he is not exempt. < 

The packing and precooling of fruits — vegetables in the same 
establishment are exempt under section 7(c), but if the packinghouse 
operator performs the packing in the field, even a few yards from 
the packinghouse, it has been ruled that the exemption no longer 
applies to the age This seems rather ridiculous. The exemp- 
tion should apply to the operation, irrespective of the place of per- 
formance. 

In order to corect this and numerous other situations, we urge that 
section 7(c) be amended to apply to all operations performed up to 
and including the packing, canning and first processing and to be 
applicable to all weeks and not limited to just 14 per year 

There are numerous overtime exemptions in the act and none of 
them are limited in any manner except those that apply to seasonal 
operations. 

Some packers operate 10 weeks and some 18. If the exemption op- 
erated the year around it would tend to stabilize the operations of 
packinghouses, the income of the employees employed therein and 
the income of the farmers whose commodities are handled in those 
packinghouses. 

AREA OF PRODUCTION 


Section 13(a) (10) has probably been the cause of more litigation, 
more misunderstanding and misinterpretation than any other section 
of the law. This is because the Congress left the defining of the term 
to the administrator. 

The first definition was outlawed by the Supreme Court because 
it included as a test the number of employees in the plant. Asa result 
of this decision handed down in 1944 there was no v: alid definition until 
1947. 

The Fifth Circuit Court of Appeals outlawed the present definition 
and as a result the law was applied differently in different circuits 
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until the Supreme Court ruled on this question in the spring of 1957. 
The present definition provides that a plant in a town of 2,499 is 
exempt but one in a town of 2,500 is not. 

The exemption may apply to a plant one month and not apply the 
next. This section exempts some employees of a plant but may not 
exempt others. No other industry is put to so many tests and prob- 
lems to qualify for an exemption that. should apply to all plants 
engaged in those operations. Why should such Seachem be placed 
upon agriculture / 

In order to clarify this matter once and for all and to have the law 
fairly applied it is urged that the amendment introduced by Senator 
Stennis as S. 1874 be adopted. (See S. 1874, p. 7.) 

In conclusion let me point out that for many years there has been 
a shortage of agriculture workers and workers for packing and proc- 
essing plants and this despite the fact that there are almost 4 million 
persons unemployed today. 

With this shortage continuing and growing more acute every year 
workers in these fields are ina position to demand and receive ali the 
wages that it is economically possible to pay. 

The fresh fruit and vegetable industry does not receive price sup- 
ports and wants none. It asks only for the privilege to produce and 
distribute these highly perishable and essential foods without un- 
warranted and unreasonable restrictions. 

It is urged that Congress contribute to a healthy agriculture com- 
munity and not place more burdens on the farmers of America by 
restricting or removing the agricultural exemptions now in the law 
and to improve the lot of the entire industry by clarifying the current 
law as outlined above. 

Senator Kennepy. Thank you. 

As I understand it then, Mr. Morefield, you are opposed to any 
expansion or extension of coverage under the minimum wage, and 
that you do not want the present agricultural exemptions removed 
from the law. Is that your position on this bill ? 

Mr. Morrrretp. We are not opposed to the extension of the min- 
imum wage except as it affects agriculture. We are opposed to the 
restriction or removal of any of the exemptions which now apply to 
the agricultural industry and we would like to have those exemptions 
elar ified when as I pointed out you have plants that don’t know from 
one month to the next whether they are going to be exempt or not. 

Senator Kennepy. You mean because of where the cutoff figure is? 

Mr. Morertetp. Well, without going into the technical details, 95 
percent of the plant’s commodities have to be gotten within a 15-mile 

radius on fresh fruits and vegetables. If the plant gets 95 percent 
of those commodities within that radius this month, it is exempt next 
month. Next month if it gets 6 percent outside of that radius it is 
not exempt the following month. 

Senator Kennepy. But that is true of any cutoff, isn’t it, with in- 
come tax you have to have some cutofi. 

When you are on the margin it might be inequitable but I don't 
know of any other way to do it. 

Mr. Morrrieip. We think that the plants should be exempt all the 
time if they are now in that area of production, sir. 
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Senator Kennepy. I am glad to have your views, Mr. Morefield. 

Senator Stennis’ amendment will be discussed, I am sure, during 
consideration of this bill. 

Mr. Morerteip. I would like to add one thing more. I did not bring 
any figures of course as to earnings and rates. We will be glad to 
supply those and I think we could show you very well the agricultural 
workers do get a decent wage, and if I might make one reference to 
the statement of the National Fruit & Veget: able Association, since 
the law was passed in 1938, the average earnings in agric ulture have 
risen 472 percent, and in the manufacturing industry they have only 

risen some 200 percent, so our rate of increase has been greater. 

Senator Kennepy. Thank you very much. 

(The prepared statement by Mr. Morefield follows :) 


STATEMENT BY FLorRIpA Fruit & VEGETABLE ASSOCIATION, ORLANDO, FLA., ON 
Proposed AMENDMENTS TO THE Farr LABOR STANDARDS ACT 


The Florida Fruit & Vegetable Association is a nonprofit agricultural co- 
operative organized under the laws of the State of Florida for the purpose of 
representing the vegetable growers and shippers in the State. Its members 
grow and ship the majority of the fresh vegetables and tropical fruits marketed 
in Florida. Florida produces about 75 percent of the Nation’s citrus commodi- 
ties and about 20 percent of the Nation's vegetables. Thus, this brief deals 
with a substantial portion of fruit and vegetable production in the United States. 

This association is opposed to the extension of the provisions of the Fair 
Labor Standards Act of 1938, an industrial act, to agricultural workers. Fur- 
ther, it is opposed to restricting any of the existing exemptions in the act which 
apply to the handling and processing of seasonal fresh fruits and vegetables. 
The association is in favor of the act being changed or clarified so as to assure 
that the exemptions in the law are applicable to those operations which the 
framers of the law originally intended. 

The wage-hour law was enacted at a time when there was widespread unem- 
ployment and sweatshop conditions, and the law was designed to reduce the 
workweek and thereby spread employment among the unemployed and to elimi- 
nate the sweatshop conditions which then existed. The pattern of employment 
and the methods of payment of wages to workers in agriculture differ so sub- 
stantially from other industries that these matters present special problems 
that cannot be the subject of legislation which is designed for industrial workers. 

The wage-hour law was originally designed and intended as a law to place a 
floor under wages, and the framers of the law had no intention that it be, nor 
should it now be changed to, a prevailing wage law. Labor unions and other 
organizations are continually pressing for higher minimum wages and lower 
hours of work. Where those objectives can be reached through collective 
bargaining, it becomes a matter between the employer and the employee. How- 
ever, Utopia cannot be reached by continually increasing the Federal mini- 
mum wage. There are bills before the Congress which would increase the 
minimum wage to $1.50 per hour. The passage of such legislation will, of course, 
have the effect of forcing wages up all along the line. The employee presently 
making $1.50 per hour would have to be increased to keep his pay in line with 
the lowest paid worker, and such an increase would create additional spiraling 
inflation. If a raise in the minimum wage law were all that was necessary to 
improve the economic condition of the country, the Congress, by the stroke of a 
pen, could raise the minimum wage to $5 per hour, and we could then point 
with pride to a magnificent minimum wage. However, one scarcely needs to 
point out the disastrous effects of such an action. Raising the minimum wage 
continually year after year merely has the same effect spread over a longer 
period of time. The administration, the Congress, and indeed, the entire popu- 
lation is concerned over rising prices and inflation. While it is recognized that 
safeguards are needed to prevent sweatshop conditions, it should also be borne 
in mind that any widespread increase in the minimum wage, particularly in 
the agricultural industry, can only result in higher prices to the food consumer, 


which, of course, includes everyone, and a smaller amount of food for the food 
dollar. 
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THEORY OF COVERAGE 


The Congress which passed the original law in 1938 recognized that agricul- 
tural wages could not be tied to an industrial minimum wage law, and further 
recognized that agricultural wages should seek their own level in accordance 
with the natural laws of supply and demand. There are many statements on 
record by learned and respected Members of Congress and members of the 
judiciary which recognizes the utter impracticability of applying a minimum 
wage law to agriculture. For example, Judge Bone of the Ninth Circuit Court 
of Appeals, speaking for the majority in the case of McComb v. Hunt Foods 
(9 Cir., 167 F. 24 905), said: 

“The policy of protection to the growers of ‘perishable and seasonal fresh 
fruits’ is of as much force as that of the protection of general industrial work- 
ers. The objective of the uniform rules for hours and wages in manufacturing 
should not be allowed to prevail over the paramount necessity of garnering and 
preserving fruits and grains and the protection of those who grow them when 
Congress equally recognized both in the act.” 


The Federal Court of Appeals for the Second Circuit in the case of Damutz v. 
William Pinchbeck, Inc., 158 F. 2d 882, stated, with reference to the agricultural 
exemption: 

“Although this exemption provision in a remedial statute should be con- 
strued strictly, it should, of course, be given due effect. It is drawn in far- 
reaching language which shows the intent of Congress to make the term ‘agri- 
culture’ cover much more than what might be called ordinary farming activity, 
and that is what now controls.” 


In addition to the other numerous reasons for permitting farming to remain 
unburdened by minimum wage and overtime legislation, the Congress must re- 
frain from passing legislation that can only result in years of litigation which 
will add further to the burdens of farmers. 


FARM POPULATION AND WAGE RATES 


The population of the United States as a whole is enjoying steady growth, 
but the farm population and the number of workers on farms is declining 
steadily. The farm population has declined from 32 million in 1910 to 20 mil- 
lion in 1957—-farm workers declined from 13.5 million to 7.7 million—from 10 
million family workers to 5.9 million, and hired farm workers declined from 3. 
million to 1,842,000 during the same period. 

If these population trends continue, there will be no more than 4 million 
workers on farms in 1975, with a population of 200 million people. Percentage- 
wise, this means that in 1910, the number of workers on farms was 14.7 percent 
of the total population, while in 1957, they accounted for 4.4 percent of the total 
population, and by 1975, will account for only 2.5 percent of the population. 
The natural laws of supply and demand make it clear that the farm worker is 
in a position to demand and receive all the wages which it is economically 
possible to pay. 

In 1938, the average cash wage of farmworkers, not counting perquisites, 
was 16.6 cents per hour. The Agricultural Marketing Service reported on 
January 1, 1957, that the average hourly cash wage for farm labor was 95 
cents per hour. Thus, the average cash wage of farmworkers has increased 
472 percent. In 1938, the average hourly industrial wage was 62.7 cents per 
hour. The average industrial hourly wage in 1957 was $2.07. Thus, indus- 
trial wage rates have increased 230 percent over 1938, as compared to the 472 
percent increase in farm wages. One of the main factors in this phenomenal 
increase is the shortage of farm labor which is growing more acute each year. 
The only way in which farmers of America can feed the ever-growing population 
with the available farm labor supply is to increase productivity as much as 
possible. It should be noted, however, that the productivity of farmworkers 
increases slowly. Productivity is increasing through the use of machinery 
where possible; however, it still requires an experienced farmworker to selec- 
tively harvest beans, cabbage, tomatoes, and the like, choosing them for color, 
size, maturity, shape, appearance, and quality. 

Included in the statistics are the earnings of many aged men and women and 
also children whose production does not nearly approach that of an experienced 
able-bodied farmworker. If the earnings of these workers were omitted, the 
average representing the earnings of regular farmworkers would be considerably 
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higher. If the farmer were covered by the wage-hour law, it would not be 
possible to permit aged and very young people to work on farms, because the 
farmer could not pay a high hourly rate to many of those people upon whom he 
now has to depend since their productivity simply would not warrant the pay- 
ment of a high wage. In submitting his annual message to Congress on Jan- 
uary 31, 1959, Secretary of Labor Mitchell made note of this fact. In referring 
to Labor Department surveys on the impact of the $1 minimum wage passed 
in 1956, he stated: ‘The surveys also disclosed that the $1 minimum stimulated 
employers to reduce costs through productivity improvements as well as raising 
of production quotas, especially in piece-rate industries, dismissal of least effi- 
cient workers, and elimination of premium overtime.” 


FARM WORKERS CANNOT BE REGULATED 


Farmworkers are paid on a variety of rates, including many perquisites. 
For example, some workers are paid cash hourly wages, some are paid piece 
rates, and many include board and lodging, some even including a house. 
Utter confusion would reign were a farmer required to translate the value of 
these and many other perquisites into hourly wages so that such values could 
be added to cash wages in order to determine whether the farmworker had 
received some arbitrary cash wage. 

An industrial manufacturer can pass along higher labor and other produc- 
tion costs to the consumer by merely raising the price of the manufactured 
article. A farmer cannot do likewise because if he sets a price for his hamper 
of beans and they are not sold immediately, he will wind up in a few hours with 
a hamper of beans that are unfit for human consumption and would suffer a 
total loss. 

Every year much agricultural production is left to rot on the vines or in the 
fields because a farmer cannot economically-harvest the commodities. Such 
economic abandonment means a higher price for those commodities which 
are harvested. Thus, it follows that if farmers are faced with the necessity 
to comply with a minimum wage and overtime law, many acres now in pro- 
duction would be removed from production. During the 1957-58 season for 
those commodities on which records are available, there were 1,670,600 tons 
of production in Florida, of which 50,050 tons represents economic abandon- 
ment. This figure will be much greater if farmers are saddled with a minimum 
wage and overtime law. 

The effect of higher cost to the farmer will mean reduced production and 
higher cost to the consumer. The only way in which farm products can be 
placed in the retail markets at a- price the consumer can pay is to permit the 
farmer and his workers to continue to operate as they have in the past, un- 
trammeled by such burdens as are contemplated by pending legislation. 

Every farmer lives in constant fear of an overnight disaster which can ruin 
him financially. On March 26, 1955, a sudden freeze hit the State of Georgia 
and completely wiped out the peach crop. Some years ago, a freeze wiped out 
the citrus crop in Texas and caused financial ruin to untold numbers of farm- 
ers, and these areas are just now returning to production. During the early 
months of 1958, several severe freezes hit the State of Florida, with the result 
that many vegetable crops were completely wiped out, and much of the fruit 
crop was destroyed. In addition to the destruction of the crops, thousands of 
fruit trees were completely destroyed. Faced with problems such as these, the 
farmer cannot exist and comply with an industrial wage law. 


' 


THE FARM PRICE-WAGE RELATIONSHIP 


Studies now show that farm income has fallen while the prices paid by con- 
sumers are rising, and the farmer’s share of the food dollar continues to decline. 
In the 1947-49 period, the farmer’s share of the food dollar was 49 cents while 
the marketing margin was 51 cents. The farmer’s share has decreased steadily 
so that in 1957, the farmer’s share was 40 cents and the marketing share was 60 
cents. The farmer’s share of the food dollar spent for fruits and vegetables 
was 28 cents: 

Despite gains in productively, net farm incomes were lower in 1957 than in 
1947-49. Changes in the farm price-cost situation were laregly responsible for 
the decline in farm incomes. Following are excerpts of an article which appeared 
in the Tampa Tribune on April 21, 1959: 
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“Unirep STaTes PrReEpDIcTs FARM INCOME To TAKE Bic Drop TuHIs YEAR 


“Almost all the business indicators went up in March, but there is depressing 
economic news for the Nation’s farmers. The Agriculture Department said 
today farmers’ realized net income this year will be down about $1 billion or 
nearly 8 percent. 

“The forecast came at a time when Government economists had been predicting 
higher income for the Nation as a whole this year. It is likely to stir up new 
demands in Congress that something be done to improve the agriculture outlook. 

“Accravating the farm income situation is a continuing rise in production costs. 
They have increased in 18 of the past 20 years. The Agriculture Department 
said a part of the prospective decline in income from farming may be offset 
by increased farm family income from outside sources. It said industrial wage 
rates and job opportunities for farm people continue to improve.” 

There observations are further evidence of the disaster to agriculture which 
would inevitably follow the imposition of wage and hour standards to agriculture, 

It should be pointed out here that if the wage-hour law were applied to 
agriculture, the industry would no longer be caught in a price-cost squeeze, but 
rather in a three-way squeeze. The farmer does not set a price on his com- 
modity; he receives what the consumer will pay, so it is the consumer who 
sets the price—squeeze number one. Industry sets the price on what the farmer 
must buy, fertilizer, tractors, farm implements and tools—squeeze number two. 
If the law were applied to agriculture, the Government would be setting the 
price on what the farmer must pay for labor—squeeze number three. This 
would be an absolutely untenable position for the farmer. 


UNENFORCIBILITY OF ACT IF APPLIED TO AGRICULTURE 


The wage-hour law applies to employees who are employed in activities which 
are subject to that law. In many instances, a close relative of an employer will 
work for the employer without pay or without receiving pay equal to that re- 
quired by the law. For example, a wife may be employed as an office employee 
and serve without pay. No action is, or can be, taken in such a case to force 
the employer to pay his wife wages as required by the law. 

There are millions of such persons in similar positions in agriculture. In 
1957, there were 7,649,000 workers on farms. Of this number, 5,807,000 were 
family workers and 1,842,000 were hired workers. Thus, if the law were ex- 
tended to cover agricultural workers, there would be less than 1.9 million 
persons with respect to whom the law could be enforced, as compared to 5.8 
million persons who would be in the same legal position, but with respect to 
whom the law could not be enforced. In 1957, considering only those persons 
14 years of age and older, there were 1,049,000 unpaid family workers in agricul- 
ture. During the same period, there were 600,000 unpaid family workers in 
all nonagricultural industries. Thus, there are almost twice as many unpaid 
family workers in agriculture as there are in all nonagricultural industries. 

It would be bureaucracy at its very worst to attempt to make a farmer pay 
his wife and children wages in accordance with a Federal law. Thus, the enact- 
ment of such an unenforcible law would result in gross inequities as those 
farmers Who employed any family workers would have a tremendous advantage 
over those who employed no family workers. Agriculture can be much better 
served by being allowed to remain free of such burdensome legislation and not 
by passing legislation which, while being injurious to all, would apply only to 
some. 

A tremendous burden would also be placed upon the farmer if he were re- 
quired to keep time records on farm workers. Many of these workers are not 
even known to the farmer by name. Frequently, workers are brought to the 
fields by labor contractors and crew leaders, and one farmer might have 600 
or more workers working in his field in a single day. These employees are 
paid piece rates, and frequently, they are paid as they produce a unit of work. 
For example, when they pick a hamper of beans, they are paid the unit price 
at the time they complete the hamper. 

A farmer who has an average of 600 workers in his fields might have a total 
of 3,000 or more workers during the course of a year as harvest workers move 
from field to field and from locality to locality as the picking varies, and the 
farmer never knows which workers he is going to have on a given day. 

The difficulties of compliance with such a law by farmers are manifest. In 
an industrial plant, workers enter through a door or a gate and punch a time- 
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«lock, card, or some other similar method of recording the employee’s time is 
used. Such a method would not be practical on a farm. 

Many crops, such as beans and tomatoes, must be harvested immediately upon 
reaching maturity. The farmer cannot harvest his crop for 40 hours during a 
week, and then cease work until the beginning of another workweek. The laws 
of nature will not permit the farmer to press a button and stop the processes 
of a maturing crop for a period of hours or days and then release the button 
at the beginning of another week. 

Much farm work, especially harvesting, must be paid by use of piece rates, 
and farmers and farm workers have always been able to agree to piece rates 
that have been fair and equitable, and this bargaining balance must be left to 
the farmer and his worker and must not be interfered with by the burdening 
of both parties with artificial rates of pay through the enactment of minimum 
wage and overtime legislation. 

In his report to the Congress on January 31,.1959, Labor Secretary Mitchell 
stated: “While no materials are submitted concerning the effect of the agricul- 
tural exemptions or the application of wage standards to agricultural workers 
now exempt from the minimum wage provisions of the act, a study of this is 
now being undertaken in the Labor Department.” Certainly it would be folly 
to increase the farmers’ burdens without a very careful study. 


HANDLING AND PROCESSING EXEMPTIONS 


The Fair Labor Standards Act contains three exemptions which apply to the 
handling and processing of agricultural commodities. Some of the pending leg- 
islation proposes to completely eliminate these exemptions from the act. The 
elimination of any of these exemptions will result in increased costs of food at 
the retail level and lower income to the farmer. The food-processing and han- 
dling industry is unable to absorb any more increased costs of operation and 
any increase in costs will be passed along to the consumer or back to the farmer. 

The Congress which passed the Fair Labor Standards Act wisely included 
these exemptions, and the need for them is the same today as it was when the 
act was passed. Section 7(b) (3) of the act contains a partial exemption from 
the overtime provisions for industries declared to be seasonal by the Adminis- 
trator. 

Agricultural products cannot be stored and processed at will, as is the case 
in a metalworking plant, but must be handled or processed when the laws of 
nature bring such products into maturity. If an establishment handling fresh 
fruits and vegetables could operate on a year-round basis, its owners would be 
happy to operate on a 40-hour week, but such an establishment must operate 
when nature produces its commodities, and must shut down when nature cuts 
off the supply of its commodities. 

Section 7(c) of the act exempts from overtime several operations, including 
the first processing of, or canning or packing perishable or seasonal fresh fruits 
or vegetables, or the first processing within the area of production of any agri- 
cultural or horticultural commodity during seasonal operations. 

Here again the Congress acted wisely by including these exemptions in the 
law. These exemptions are needed in order that handlers and processors of 
agricultural commodities may continue to ship to the tables of America health- 
ful foods at a price within the reach of all Americans. 

These exemptions were not written lightly into the law when first enacted, and 
nothing has changed in the 20 years that the law has been effective to warrant 
the removal of these exemptions. As a matter of fact, the exemptions are needed 
more today than when the law was first enacted. Many of the persons who are 
employed in agricultural processing plants are persons who live on farms or who 
live in farm communities or small towns. Many of these persons will farm them- 
selves until they can bring a crop into production and then they work in the proc- 
essing plants during the processing period. 

Thus, they are able to maintain a standard of living which is equal to, and in 
many cases greater than, that enjoyed by their city cousins. As pointed out 
above, the farm populations as well as the number of farm workers is steadily 
declining, and the result is a labor shortage for agricultural processing plants, 
as well as a farm labor shortage. 

If these exemptions were removed, the result would be that many of these 
plants, especially smal ones, would be forced te limit the operations to a 40-hour 
week. This would have several dire results. The take-home wages of the em- 
ployees would be reduced as they would be permitted to work only 40 hours a 
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week, and since they are limited by nature to working only a few weeks a year 
in these plants, their annual earnings would suffer. 

The inevitable result would be that a good portion of harvested agricultural 
commodities would not get handled or processed because the plant could not 
afford to operate and pay overtime wages. 

The agricultural handling and processing exemptions are in need of clarifica- 
tion. Section 7(c) provides a 14-week exemption for the packing, canning, and 
first processing of fresh fruits and vegetables. However, due to the wording of 
the law, this exemption has been denied to fruit and vegetable handlers who 
haul goods from the field to the plant. Certainly the intermediate handler who 
handles the commodity before packing or processing should also be entitled to 
the exemption. If the employee is employed by the packer to haul to the pack- 
inghouse, he is exempt—if employed by the intermediate handler and does the 
same hauling, he is not exempt. The packing and precooling of vegetables in the 
same establishment are exempt under section 7(c), but if the packinghouse op- 
erator performs the packing in the field, even a few yards from the packinghouse, 
it has been ruled that the exemption no longer applies to the precooling. This 
seems rather ridiculous. The exemption should apply to the operation, irrespec- 
tive of the place of performance. 

In order to correct this and numerous other situations, we urge that section 
7(c) be amended to apply to all operations performed up to and including the 
packing, canning, and first processing. 

Much litigation and many problems have also arisen over the application of 
section 13(a) (10), the area of production exemption. Due to the wording of this 
section of the law, the exemption may apply differently to two plants which are 
located side by side performing the same operations. It also may apply to some 
employees of a given establishment and be denied for others. 

In order to clarify the agricultural handling and processing exemptions, it is 
urged that the amendment introduced in the House by Representative Smith of 
Mississippi as H.R. 488 be adopted. This amendment is reproduced at the end 
of this statement. 

CONCLUSION 


A study of this problem will instantly disclose that food prices at the consumer 
level will increase considerably by any one of the following actions by Congress: 
Increase in the minimum wage: reducing any of the exemptions for handling or 
processing agricultural products; extending the minimum wage and/or overtime 
provisions to agricultural workers. 

This increase will result because farmers will be forced to limit production only 
to those crops and in those amounts that he believes will bring him an adequate 
income, thus putting higher priced raw food products into packinghouses and 
processing plants. These plants are absolutely unable to absorb any more costs, 
and will have to take similar steps as the farmer, thus adding further to the 
costs of food. The net result will be that, with an ever-growing population and 
more persons competing for the existing or lessened food supply, the costs to the 
consumer will increase accordingly. It will also force out of employment those 
employees whose productivity is submarginal. 

An additional factor which must be considered, and not lightly, is that if the 
cost of producing foodstuffs increases, the competition from foreign countries 
such as Cuba and Mexico, will only aggravate the situation, as such foreign 
production will be in a much better competitive position. 

For the above reasons, this association is opposed to the extension of the 
minimum wage and overtime provisions of the wage-hour law to agricultural 
workers and to the restricting of any of the exemptions now in the law which 
apply to the handling and processing of agricultural products. 

In the House of Representatives, January 7, 1959, Mr. Smith of Mississippi 
introduced the following bill, which was referred to the Committee on Educa- 
tion and Labor. 

H.R. 488, a bill to amend the Fair Labor Standards Act of 1938, as amended, 
with respect to handling of agricultural commodities, and for other purposes. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (f) of section 8 is 
amended by inserting a comma in lieu of the period at the end thereof and 
adding the following: 

“(f) ‘Agriculture’ includes farming in all its branches and among other 
things includes the cultivation and tillage of the soil, dairying, the production, 
cultivation, growing and harvesting of any agricultural or horticultural com- 
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modities (including commodities defined as agricultural commodities in section 
15(g¢) of the Agricultural Marketing Act, as amended), the raising of livestock, 
bees, fur-bearing animals, or poultry, and any practices (including any forestry 
or lumbering operations) performed by a farmer or on a fam as an incident 
to or in conjunction with such farming operations, including preparation for 
market, delivery to storage or to market or to carriers for transportation to mar- 
ket, handling, packing, storing, cleaning, dressing, eviScerating, extracting, 
grading, ginning, compressing, pasteurizing, curing, fermenting, drying, canning, 
cooling, or freezing of any agricultural or horticultural commodity, including 
livestock, poultry, bees, and fur-bearing animals, or the making of cheese, butter, 
dairy or similar products, whether or not such practices are ordinarily performed 
by farmers or on farms.” 

(b) Section 3 is amended by adding at the end thereof a new subsection (p), 
as follows: 

“(p) ‘The area of production’ of any agricultural or horticultural commodity, 
including livestock and poultry, includes all of each county in which such com- 
modity is produced in commercial quantities, except that it shall not include 
the corporate limits of a city or municipality having a population in excess of 
250,000 as reported in the 1950 census.” 

(c) Section 7(c) is amended by adding at the end thereof the following new 
sentence: “For the purpose of this subsection (c) the term ‘first processing’ 
shall include all operations prior to, including, and through the completion of 
such first processing, whether performed at the same or different times, or in 
one or more places or by one or more employers.” 

(d) Subsection (a) of section 13 is amended by striking out paragraph (10) 
and inserting in lieu thereof the following new paragraph (10): 

“(10) The employees of an employer who is engaged within the area of pro- 
duction in the preparation for market or handling of any agricultural or horti- 
cultural commodity, including livestock and poultry, and including but not 
limited to the handling, packing, storing, cleaning, dressing, eviscerating, ex- 
tracting, grading, ginning, compressing, pasteurizing, curing, drying, fermenting, 
canning, cooling, or freezing any such commodity, or the making of cheese, butter. 
dairy or similar products; or,” 

Senator Kennepy. The next witness scheduled is Mr. William Pol- 
lock, general president of the Textile Workers Union of America. 

Mr. Everman. Mr. Pollock has asked that his statement be admit- 
ted in the record. Mr. Boyd Payton, vice president of the Textile 
Workers Union of America and our Carolina director will make a 
statement emphasizing certain points in Mr. Pollock’s testimony. 

He is accompanied by two textile workers from High Point whom 
he will introduce. 

Mr. Barkin will make in very capsule form some comments on sta- 
tistical data, if time permits. 

Senator Kennepy. I think I have had the pleasure of meeting Mr. 
Payton in North Carolina recently. It is a great pleasure to see you 
again. I have a high regard for ‘Mr. Pollock and I regret he could 
not be here but we are very glad to see you. 


STATEMENT OF BOYD E. PAYTON, VICE PRESIDENT AND CAROLINA 
DIRECTOR, TEXTILE WORKERS UNION OF AMERICA, AFI-CIO, 
CHARLOTTE, N.C.; ACCOMPANIED BY JOHN W. EDELMAN, WASH- 
INGTON REPRESENTATIVE; MR. SOLOMON BARKIN, DIRECTOR 
OF RESEARCH; MRS. ETHEL JENKINS, HIGH POINT, N.C.; AND 
MRS. LIZZIE JENKINS, HIGH POINT, N.C. 


Mr. Payton. My office is at 110 West 6th Street, Charlotte, N.C. 
President Pollock’s s prepared testimony sets forth the remar kable and 
sweeping developments in the Southern textile industry. 
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It seems to us these developments create a new economic climate in 
the South and in our industry which are basic to the decisions this 
Congress will make on the pending legislation. 

Simply because I come from the South and have been in the thick 
of this astonishing situation I wish to quickly highlight and underline 
the essential facts in our formal statement. Based on painstaking ob- 
servation and firsthand contacts with workers m hundreds of mills 
we believe that more than half of the employers in Southern textiles 
are today paying the $1.25 minimum wage. 

We believe that even more than half of the employees are getting 
the higher minimum because it is the larger companies which were the 
first to adopt this higher rate. I quote the following paragraphs from 
Mr. Pollock’s text: 

The Textile Workers Union of America appears before your com- 
mittee in support of S. 1046 seeking to raise the current Federal mini- 
mum wage under the Federal Fair Labor Standards Act to $1.25 per 
hour and to extend the coverage of the law through an addition of 
7.6 million people. 

The rapid changes in wages that have occurred since March 1956 
have rendered the present $1 minimum wage completely obsolete. The 
continued omission of the 7.6 million people from the act’s coverage 
has made a mockery of the law’s purpose to assure fair labor condi- 
tions for all persons working in occupations in interstate commerce. 

Action is very urgent. We would seek the adoption of a modern 
minimum to eliminate low-w age rates so that we may alleviate the 
human misery and suffering, and major social costs attendant upon 
the continued existence of substandard pay. The social and economic 
inequities created by these low minimums would thereby be eliminated. 

Underlying these substandard wages is outright exploitation. 
Strong employ ers are capitalizing on ‘the weaknesses of workers to 
repress their wages and continue to deprive them of the benefits of 
rising national productivity. The problem of substandard wages 
exists because the workers in these industries are not sharing in the 
wage increases commonly granted in American industry. They have 
been left out of the pale of modern benefits because their bargaining 
power has been low and the employers have refused to follow national 
wage trends. The Fair Labor Standards Act is a modest effort to 

aline wages in these substandard industries with the general trends 
in American industry. 

The Fair Labor Standards Act has in the past performed this 
function of bringing up the rear and assuring the weak and exploited 
at least a share, a minimum degree, in the rising prosperity, living 
standards and economic capacity of this country. We raised the 
minimum from 40 cents prevailing in 1942 to 75 cents in 1950 
which was a lift of 35 cents but average hourly earnings in the manu- 
facturing industries rose during that period by 61.3 cents. 

Similarly the elevation of the minimum to $1 represented an 
increase of 25 cents in the minimum wage during a period when 
average hourly earnings climbed by 41.5 cents. We are currently 
seeking a further rise in the minimum of 25 cents at a time when 
the average hourly earnings have increased by more than 34 cents 
per hour. 
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The need for the current improvement in the Federal minimum 
wage is further attested by the fact that the average hourly earnings 
of the substand: urd industries has been declining relative to the aver- 
age hourly earnings for all manufacturing workers (chart I). 

They are now relatively much lower than they had been back in 
1947. The substandard wage industries have been losing out in rela- 
tion to the movement of ail American industry. They are unable 
to correct. this position through their own efforts and it is essential 
that the Federal Government seek to correct. this situation. 

The individual worker is the immediate direct victim of low wages 
but the costs of substandard wages extend to the entire American 
society and economy. 

Only last week the National Manpower Council announced that 
the soldiers who broke down during the war were those with the least 
education. They usually came Deu areas where the prevailing 
income was low. 

Not only were low-income families and areas sending out men in- 
sufficient for the strains of war, but many draftees and ee 
from these areas were obviously so unqualified for the rigors of wa 
and military life that rejection rates were highest. in these areas. 

We hear very much at the present of the threats of inflation. But 
actually the problems we face are unemploy ment and low wages. 
The tremendous productive capacity which we have recently built 
up has not. been utilized. 

Even at this period of the so-called economic upturn, we find that 
the American automobile industry is operating at 60 percent of ca- 
pacity; the textile industry at 87 percent capacity; the chemical in- 
dustry, 75 percent; the tools and machinery 30 percent and electrical 
goods at 90 percent; oil refining at 85 percent and paper and pulp 
at. 88 percent. Weare not utilizing our resources. 

If we are to employ this untouched capacity and stimulate the 
demand for more productive capacity and economic growth we must 
have a greater buyer power. We can only stimulate the expansion of 
our capital goods industries in this country if buying power promises 
to take up the production not only of present capacity but also of an 
expanded industrial system. Only by providing purchasing power 
to the low-income groups in this country can we be certain that the 
added income would expand the demand for the output of existing in- 
dustry and stimulate new investments. Balanced expansion demands 
higher i income among the low- -income group. 

‘America’s place as a leader in the advance of living standards among 
the peoples of the world demands that it promote the improvement of 
such standards among the underpaid in this country. 

It is truly a national disgrace for some 3 million workers under this 
extended coverage to be currently earning less than $1.25 per hour. 

Another group which is being injured are the employers in these 
low-wage industries who are paying or seeking to pay decent. stand- 
ards. The causes of substandard w ages In many of these industries 
are basically rooted in their economic organization. 

Competitive forces prevent many employers from raising levels of 
wages which the industry could afford. The fringe in these industries 
is exploiting their labor force and resisting all efforts at paying de- 
cent wages. We learned that lesson during the days of the National 
Industrial Recovery Act. 
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The same developments have been observed in the administration of 
the prevailing minimum wage provisions of the Government Con- 
tracts Act. 

Limited as the Administrator is under this act to find prevailing 

rates for specific industries rather than establishing new floors, as 
is the objective of the present legislation, he still encounters Opposi- 
tion from the “bitter enders” who want no truck with advance. 

These men are greedy; they were unwilling to share the benefits of 
productivity, economic progress, and the profits of enterprise with 
their employees. 

In the absence of effective industrywide collective bargaining in 
these industries, improvements in labor standards, and wages are 
difficult to achieve. Each employer eyes this competition. One .of 
the main supports for the original passage of the Fair Labor Stand- 
ards Act was the demand of the fairminded employer for some pro- 
tection in his moves to improve wages. 

They had witnessed the deterioration of standards with the an- 
nouncement of the unconstitutionality of the NIRA and wanted Gov- 
ernment wage floors to assure their ability to pay decent wages. 

In the textile industry we have had abundant proof of the wisdom 
and need of having modern national wage minimums. 

These wage minimums were vital to the advance in w ages in the 
early days; now it is just as important to sustain the adv ances made 
through collective bargaining. Unless we secure a rise in the mini- 
mum wage to $1.25 the achievements of the Textile Workers Union 
of America in advancing wages to this level might well be endangered 
by the chiseling and unscrupulous employers * who are undercutting 
on the prevailing standards within the industry. 

So long as union coverage is incomplete and right to work states 
continue, to interfere with the rights of workers to organize, Federal 
wage minimums are essential to stabilizing competition in the textile 
industry. 

The practicality of the proposed $1.25 minimum is attested to by 
the fact that a significant section of the basic textile industry during 
the months of February through April raised their minimum wage 
rates to $1.25. This achievement affected through the constant efforts 
of the Textile Workers Union of America to impress upon the em- 
ployers the need of sharing the benefits of their improved activities 
and profits with their employees has considerably reduced the impact 
which such a new higher minimum would have, thereby making its 
application much easier. 

Before the recent wage increases in 1958 the Bureau of Labor 
Statistics reported that 30 percent of the employed were receiving 
less than $1.25. As a result of the recent wage increases, we estimate 
that this percentage has been reduced to well below 5 ‘percent con- 
centrated in the seamless hosiery, knit goods, cotton yarn, and some 
out of the way weave mills. 

What is particularly significant about the acceptance of the $1.25 
minimum was that it was voluntarily adopted in the industry through 
collective bargaining and the unilateral decisions made by the em- 
ployers with no union contracts with the union. 

The average increase in the industry was 10 to 18 cents per hour. 


The minimums were raised from $1.13, $1.14 and $1.165 per hour to 
$1.25. 
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The one uniform feature of the present textile wage movement then 
is the extension of the plant minimum of $1.25. 

The new $1.25 minimum wage has been uniformly adopted in all 
branches of the northern and western industry. It has become the 
prevailing minimum wage in the southern textile industry. 

The Textile Workers Union of America has petitioned the Secre- 
tary of Labor in March 1959 that he find this rate to be prevailing 
minimum for the basic textile industry. This petition is now being 
considered by him as an amendment to the previous petition for a 
minimum of $1.165 minimum on which hearings were held toward 
the close of last year and the beginning of this one. But whatever 
his findings, the above rate will relate only to governmental orders. 

While this action will exert considerable influence on the industry, 
it in itself will not be sufficient to eradicate the chiselers who continue 
to pay these lesser minimum rates. 

It is therefore imperative that the Fair Labor Standards Act be 
amended to raise the minimum to $1.25 so that there be uniform and 
universal observance of the same minimum in the textile industry 
which is vital to the promotion of fair competition in the textile 
industry. 

The acceptance of the $1.25 minimum wage by the textile industry 
has far wider significance than the adoption of more equitable wage 
rates in this industry. 

Wage rates in the textile industry over the last 25 years of Federal 
wage legislation have provided the measure of the practical minimum 
rate for American industry. 

Industry Code No. 1 under the NIRA was for the textile industry. 
The wage committee for the textile industry in the early years of the 
administration of the Fair Labor Standards Act was again Industry 
Code No. 1. The minimum adopted for his industry became the 
virtual floor for other industries. 

The wage proceedings to the textile industry became the vehicle for 
defining the substandard rate for American industry under the pro- 
cedures of the War Labor Board. 

When 73 cents was recognized as the minimum for the industry in 
1946 it became the virtual target for Federal minimum wage action. 

As the industry moved its wages up it made the realization of the 
75 cents minimum for the industry a virtual certainty. It became 
effective in 1950. Again the proceedings on the textile industry before 
the Wage Stabilization Board provided the leverage for announcing 
a $1 minimum as a definition of substandard rates. This became the 
universal minimum in 1956 as the textile industry had already realized 
this rate. 

With the affirmation of the $1.25 minimum for the textile industry 
the practical nature of this rate as a line of demarcation should be 
clearly recognizable now as it has been in the past. 

The $1.25 minimum wage has been a goal proclaimed by the trade- 
union movement since 1953. The $1 effective in 1956 must be con- 
sidered to have been a step in the way of realizing this. 

One of the issues currently agitating the executive branch of our 
government is possible impact which this revision in the minimum 
might have on prices. 
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The past experience with the low wage industries indicates that this 
price behavior is essentially different from that in the semimonopolistic 
price-administered industries. These low wage industries are on the 
whole composed of many competitors, and gains in productivity are 
more widely shared with the public in the form of lower prices than 
in any other group. 

If one were to compare the wage cost and price movements in the 
two types of manufacturing industries, one will find that m the non- 
durable manufacturing industries aver age hourly earnings rose by 
61 percent from 1947 to 1957, unit labor costs increased by 11 percent 
and wholesale prices by 10 percent. 

In contrast, in the durable goods industries for the same period, 
average hourly earnings rose by 70 percent, unit labor costs by 15 per- 
cent and wholesale pr ices by D3 percent. 

Any pressures for rising price levels is not likely to come from the 
characteristic low-wage industry as competition forces the benefits of 
productivity to be passed on to the consumer. 

These trends are even more sharply set off in the textile industry. 
Estimates by the U.S. Bureau of Labor Statistics indicate that man- 
hour produc tivity in the hosiery industry during the period 1 N47 57 
had risen by 29 4 percent. (ts able I). 

Wholesale prices have for the most part actually declined for the 
industry. The textile group wholesale prices actually deelined by 
more than 6 percent between 1947 and Mareh 1959 (table I). 

In examining the individual components, prices for cotton products 
were shaven off by 13 } percent from 1947 through March 1959. Prices 
for woolen products had risen, but current prices = 7 percent below 
1949. Prices for manmade fiber textile products, are 13 percent below 
1947. Silk prices are now 5 percent less. Increased productivity in 
the textile industry as in many lower wage industries tends to offset the 
rise in worker earnings. 

On the overall prices are least likely to be inflationary in these 
highly competitive industries. 

In ‘de aling with the low-wage industries, there are definite ad- 
vantages to the management and the respective industries to raise 
wages in them to prevailing levels. By lifting wages management is 
provided new stimulants for improving their methods of operation. 
The rise in wages tends to improve the worker's performance and 
in time also his total personal attitude. The ultimate effect of the 
higher minimum wage is therefore entirely constructive and its effects 
on. costs are minimal or nonexistent. 

In this day when business and conservative groups are seeking ways 
by which to reduce governmental costs, we commend to their earnest 
consideration the support of this minimum wage legislation. It is 
the most direct and simplest procedure for reducing costs. At pres- 
ent as a, result of low wages local, State and Federal governments 
must shoulder various types of welfare expenditures to support these 
impoverished and necessitous peoples. 


The Government is helping the people and thereby subsidizing the 


employer. Much of the welfare programs in our country arise from 
these deficiencies in earnings. One way of reducing these costs is 
to require these industries to pay their own freight. 
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If they were to pay prevailing wages many of these demands made 
on the public treasuries would be reduced and this burden would be 
minimized. 

Industry would pay for its own employees and no longer exact a 
costly subsidy through relief measures. 

There is no better way of minimizing total welfare expenditures 
than by assuring a fair wage of at least $1.25 to all employees in 
American industry. Need we add that the present minimum of $1 
is obsolete. The cost of living has risen by 18 percent since 1955. 

The lower income groups are as entitled to wage escalation to help 
maintain their meager real income. Average hourly earnings in the 
manufacturing industry have risen by 17 percent. Decent living 
standards in the United States demand a rise in the minimum. The 
current pricing of the city workers family budget demands on the 
assumption of a 2,000- hour year, a minimum rate of $1.25 per hour. 
The proposed minimum of $1.25 is entirely feasible for it would 

affect only a minor proportion of the present covered workers which 
is a smaller percentage than the number affected by prior increases 
in the Federal minimum wage. 

We want to underscore for your committee that substandard wages 
are essentially the result of discrimination and lack of organization. 
Workers in these industries not only do not receive the wage in- 
creases commonly granted in other industries but often don’t receive 
the prevailing rates for the jobs on which they are employed. 

In some cases the substandard rates are caused by historic lags. 
Competition among employers depress wages and finally strong em- 
ployers in some cases capture all of the benefits of the increases in 
productivity they effect. 

Low wages are not the result of the deficiencies in productivity of 
workers ; : they are caused primarily by the superior economic posi- 
tion of em loyers to enforce low wages and discriminatory rates. 
These conditions the Fair Labor Standards Act has undertaken to 
correct. Only through the adoption of a $1.25 minimum at this pres- 
ent session of Congress can this goal be realized. 

The Textile Workers Union of America urges the adoption of 
the $1.25 minimum because it considers it vital to the assurance of 
fair competition in the textile industry and the eto of the hun- 
dreds of employers who now have adopted this $1.25 minimum. They 
need governmental defense from the chiseling in the same manner as 
the Government has done in the past. 

Workers in other low-wage industries require the same protection 
as the textiles. Moreover, “absence of union organization in many 
low wage industries has held back necessary advances in wage 
standards. 

We urge strongly upon you the elimination of the exemptions and 
the omissions of coverage. 

We must no longer sanction substandard wage conditions for any 
group in the population. Immediate action is essential. 

This is a dramatic story which we feel the Senators should study 
their first opportunity. In the months preceding the drive by ‘he 
unions in the nonunion plants in this TWA had presented wage 
demands to practically all the employers in the South with whom we 
had contracts. 
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Everyone told us the same story. “We know that we should pay 
more”, they said. “We are ashamed of textile wages but we cannot 
take the lead.” 

“The unionized mills are in such a minority we must wait until the 
giants move. If we should put in a wage increase inevitably we 
will be undercut by one or more of our direct competitors.” 

This is what the companies said to us everywhere. And all of this 
in face of the fact that productivity in textiles had increased amaz- 
ingly as the figures in our brief will show. We have also amply 
documented this productivity situation in our testimony before the 
Pastore subcommittee last fall. 

In an effort to break out of this vicious circle, the Textile Workers 
Union of America initiated a literature distribution campaign at hun- 
dreds of mill gates in half a dozen States beginning in December of 
1958 urging the need for higher wages. 

We specified the $1.25 minimum. This campaign by the union 
made a profound impression in the South not only on the people 
directly involved but on the press, the politicians, and the general 
public. 

Actually there never has been in all our experience anything like 
this in the South or in our industry. The Burlington chain, the larg- 
est textile manufacturer in the country, have already declared in favor 
of the $1.25 minimum wage by congressional action. Mr. Spencer 
Love has expressed the view that the industry needs legislation fore- 
ing all see to pay this $1.25 minimum. The Cannon Mills 
broke the ice. 

That giant concern was the first to install the $1.25. It is a sig- 
nificant fact that at the time Cannon put in the $1.25 minimum over 
1 million copies of our leaflets had been issued to nonunion workers 
in the South. 

After the action by the Cannon Mills scores of other companies 
followed suit. However, what must be emphasized before this com- 
mittee is that while technically the $1.25 has no doubt become the 
prevailing minimum in southern textiles, there are still many chis- 
elers, many mills which refuse to pay a penny more than they must. 

We still have wide areas where the great majority of the employees 
get very little above the legal $1 per hour minimum. This is true 
in Gastonia and Cleveland Counties in North Carolina where there 
must be a hundred yarn mills. 

85 percent of all combed yarn produced in the United States is spun 
in these two countries and the average rate in all these plants is 
shockingly low. 

In almost every plant wages‘cling very closely to the legal $1 per 
hour. Other such areas exist in the South, and in these places and in 
such plants especially there is today bitter and ugly poverty and 
human ‘suffering. 

Actually there is much deprivation and poverty among the workers 
in all textile plants, even those paying what are described as the 
better wages. 

My point is that the human suffering and distress is particularly 
widespread, particularly evident and shocking in these plants which 
have not followed the trend and do not pay the $1.25 minimum. 

We are here today to urge that the Congress take action to remedy 
these conditions. 
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There is a chart referred to in Mr. Pollock’s testimony and I would 
like to ask Mr. Barkin if he would explain it. 

You will note underpaid workers wage falling behind. I think the 
chart speaks for itself but it might be important to bring it up to date. 

You will note textiles at 71 percent, and that was in October of 1958. 
To bring that up to date you would find apparel at 69.5, textiles at 
79.5, canning and preserving at 79.5 and footwear excluding rubber 
then at 70.9. 

The point is that the wages of the underpaid workers is con- 
tinuing to be depressed, continuing to fall behind. 

Senator Kennepy. Why it that, would you say? 

Mr. Payron. Generally speaking I think it is a lack of organiza- 
tion. I think there is no effective union speaking for the majority 
of these underpaid, lower paid workers. 


STATEMENT OF SOLOMON BARKIN, DIRECTOR OF RESEARCH, 
TEXTILE WORKERS UNION OF AMERICA, AFL-CIO 


Mr. Barkin. You see, Senator, the inability of these low wage 
industries with either weak unions, inadequate unions, without ade- 
quate organization or with great areas without unions, they cannot 
of their own raise these wage scales. 

The competitive forces constrict this collective bargaining power, 
and the wage movements for American industry are so ) powerful that 
these industries fall behind. It relates to the question also that 
you made note of at the beginning of this afternoon’s session, and 
may I say in your exchange this mor ning. 

These are areas where private industry is unable, unwilling and 
the competitive nature of the industry ret tards the possibility of “keep- 
ing wages in line with general national trends. And the significant 
fact is that in these low- -wage industries they are always falling 
behind. And as Mr. Payton has indicated, even in the short period 
from October of this last year to the present the margin between 
all average hourly earnings in these industries has fallen even in 
this shorter period another percent, a half percent or two percent 
behind the general trend. This is a group which also cannot of their 
own initiative, bargaining power or of the generosity or wisdom of 
the progressiveness of the employers do the job. 

Senator Kennepy. Why not? 

Mr. Barkin. No individual employer is likely to move ahead for 
fear of the unwillingness and ability of some of his competitors, to 
continue to pay the low w ages, 

Senator Kennepy. How does Cannon pay $1.25 when it is in compe- 
tition with others ? 

Mr. Barktn. Because we insure that more than half, as we 
reported, move along with our wage movement. 

Senator Kennepy. You represent one-half of the employees, is 
that right? 

Mr. Barkin. No. But, the pressure of the union in creating the 
discontent through the leaflet. distribution agitation to which Mr. 
Payton referred was the force which pressured the remainder of the 
industry into conforming to the wage trend which Mr. Cannon 
initiated. But we are unable, as Mr. Payton indicated, we are unable 
to affect the outlying areas and the very low wage areas such as the 
particular area to which he referred, such as Gastonia, in the combed 
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among the combed yarn mill operators. 
(The charts referred to follow :) 


varn plants, where there is a special highly competitive condition 
S 


Percentage average hourly earnings in selected low-wage industries of all manu- 
facturing industries, February and March 1959 
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All manufacturing ee 2. 21 | 100. 0 2. 20 100.6 
Apparel 7 1.53} 69.2 1, 53 69. 5 
Textiles 1. 56 70.6 | 1. 53 69.5 
Canning and preserving > ‘ime ; -| 1.75 79.5 
Footwear (excluding rubber i -| 1. 56 70.9 
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TEXTIE WORKERS UNION OF AMERICA 
RESEARCH DEPARTMENT 
New York, N.Y. 


TABLE I.—Output per man-hour in basic tertile and hosiery industries, 1947-58 





























; 
| Basic | Hosiery | Basic Hosiery 
textile | output || textile output 
Year | industry Index | per 1 Year industry Index per 
| (yards per | manhour || (yards per manhour 
os I manhour) | (index) |} manhour) | (index) 
————— —_-— | ——— | ees - 
1947....-- 7.8 | 100.0 | 100.0 || 1953......-..- 9.9 | 126.9 126.6 
ee 7.7 08 be epissenem ae th SER asm cence 11.1 142.3 129. 9 
1949. 8.3 | 106. 4 NES i) Wee........-~ | 11.1 | 142.3 126.0 
023.255: 8.8 | 112.8 | 115.3 || 1956.......... 11.3 | 144.9 125.8 
1951 9.0 115.4 122.9 || 1957.....-..-- 11.6 | 148.7 129. 4 
1952 9.0 115.4 | 132.4 || 1958_..----__-| 12.2 | 156.4 }_- sa 
Source: Textiles—TW U « Research Department. Hosiery—-U.S. Bureau of Labor Statistics. 
Tas_eE II1.—Wholesale price indez of textile products 
[1947-49= 100] 
March | 1958 1955 1949 1947 
| 1959 | 
eee _ _ - ——|—_— [- ees -_ _ _ - a _ a 
lextile products and apparel. 93.8 93. 5 | 95.3 95.5 100. 1 
Cotton products. | 90. 2 | 88. 4 | 91.5 | 91.8 | 103. 1 
Yarns } 93. 8 | 92.0 | 93.6 | 88.4 | 104. 5 
Broadwoven goods- - . | 87.4 | 85.0 | 89.3 89.9 | 105. 5 
Narrow fabrics_- 77.1 | 76.7 | 76.1} 90.9} 100.6 
Thread. | 104. 1 104. 2 100. 4 | 101.3 93. 5 
Housefurnishings 92.7 92. 5 | 94.5 | 96.7 98. 5 
Woo! products- 97.6 | 100. 8 | 104.7 | 105. 0 90. 6 
Wool tops. 82. 5 | 88. 5 | 99.9 | 104. 6 | 87.9 
Yarns 89.6 | 92. 2 | 98.1} 105.1] 88.8 
Blankets (including part wool) - -_- | 119.9 | 120. 6 124.8 | 101.3 97.7 
Broadwoven fabrics 101.3 | 104. 4 106. 3 | 105. 2 | 91.3 
Knit outerwear fabrics 110.6 | 113.9 | 114.3 | 109.3 | 91.1 
Manmade fiber textile products 80.0 | 80. 2 | 86. 6 | 95. 2 | 96. 6 
Filament yarns and fibers_. 100. 4 | 100. 6 | 105. 6 101. 6 | 95. 2 
Spun rayon. | 75.0 | 74. 4 | 80.9 85.4 106. 6 
Broadwoven goods | 64.6 | 64.9 | tan 90. 4 | 97.3 
Knit goods 70.8 | 71.0 | 83. 5 95. 8 | 98.8 
Narrow fabries. -_- etl 128.0 | 128. 0 | 114.5 104. 6 99.4 
Silk fabries__ | 21} 35] 123.8 89.9 | 117.2 








Source: U.S. Bureau of Labor Statistics. 


STATEMENT OF BOYD PAYTON—Resumed 


Mr. Payton. Just one or two other comments I would like to make. 
Mr. Pollock speaks in his testimony about the lack of education 
among people in low-paid industries. I think it is interesting for 
this committee to note that over 1,400 people have now graduated 
from the union’s reading and writing classes in the Southern States 
where the union has actually conducted classes for people 50, 55, and 
60 years of age who have never had the opportunity of learning to 
read and write, 

We speak about the low living standards. We can show in many 
southern communities where large families, in some cases two and 
three families, are living in very cramped dilapidated quarters where 
aman and his wife and a married daughter with her husband and 
children and a married son with his wife and children are all livi ing 
in very small company-owned houses. 
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We could take you to Gastonia, N.C., at 3 o'clock today or at 11 
o'clock tonight and show you men who will carry their baby to the 
plant gates, meet their wife coming off the 3 to 11 shift; she takes the 
baby back home while the man goes in to work the night shift. 

This is a common occurrence in mill after mill where the father 
carries the baby to the mill and delivers it to the mother who is 
coming off shift. 

There was a story, a fellow came into my office a few months ago 
and said that he had spoken to a parent-teacher association and he 
had unfortunately made the statement, unfortunately for him, that 
the reason there was so much juvenile de ‘linquency in this particular 
county was that mothers and fathers both had to work in textile mills 
in order to make a decent living. He was promptly called before 
the owner of the particular mill and told that he should look for 
another job. 

It seems to me that it is important to point out that when we were 
talking about the 40 cents minimum wage, every textile manufacturer 
screamed that a 40-cent minimum w age would force the industry into 
bankruptcy. We got the 40-cent minimum wage and continued to 
press for a higher minimum in our contracts, and at a time when we 
were pressing for the 75-cent minimum wage no textile employer 
appeared to testify against the 75-cent minimum wage. 

The fact of the matter was that instead of going bankrupt, the in- 
dustry became the Nation’s most profitable industry in 1948. 

And again when we were pressing for the $1 minimum wage textile 
manufacturers did not appear to protest the establishment of the $1 
minimum wage. 

It seems to me that to pay textile workers enough money to buy 
back the things that they produce will create a whole new market for 
the textile industry and relieve much of the trouble there. 

It is unfortunate but I think there is a song that the people who 
make the Nation’s clothing go naked themselves, and that 1s certainly 
true in the textile industry. 

This is Ethel Jenkins here, president of local 608 of the local at 
Pickett Mills in High Point, N.C., and her sister, Lizzie Jenkins, 
representing the Highland Cotton Mills in High Point, N.C. 

I think that Ethel especially may have something to add to my 
testimony. 


STATEMENTS OF MRS. ETHEL AND MRS. LIZZIE JENKINS 


Mrs. Erne, Jenkins. Mr. Payton, at this time I would like to 
say that in our area there are quite a number of people that are work- 
ing still for $1 an hour or slightly over. We have a lot of furniture 
workers in High Point. We have a lot of seamless hosiery workers 
and even some of the textile workers in plants “er we have union 
contracts still don’t come up to quite the $1.25. So it is very im- 
portant to put the purchasing power in our Hands, as Mr. Payton 
has just said, so that we can buy the goods back that we manufacture. 

And even in our area, to say nothing about Gaston County, we 
have people that have homes where there is as many as I will say 
8 to 10 people that are living in 3- and 4-room shacks, I call them, not 
houses but shacks. 
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So there is a bad need for more pay for the people there. 

Also I would like to add that this committee must support this bill 
to raise our minimum wage to $1.25 because I don’t think that the em- 
ployers will ever do it without the Federal Government stepping In 
and seeing that we have the protection we need. 

Senator Kennepy. Thank you. 

Does your sister want to say something ? 

Mrs. Lizzre Jenxins. I don’t have anything particular to say. I 
just want to back Mr, Peyton and Mr. Barkin in what they have said. 
For it is true and I feel like you people owe it to the working people 
tostep in and to help us out. ; 

Mr. Payron. How long have you worked in the textile mill? 

Mrs. Lizzie Jenkins. I worked in the textile mill for 33 years. 

Mr. Payton. And how about you, too? 

Mrs. Ernet Jenkins. For about 35 years. 

Senator Kennepy. And you are sisters # 

Mrs. Ernen Jenkins. Yes, sir. 

Senator Kennepy. And you are both with different companies? 

Mrs. Erne, JENKINS. Yes, sir. 

Senator Kennepy. And what is your job? 

Mrs. Erne. JENKINS. Spinner. 

Senator Kennepy. And you are a business agent ? 

Mr. Payron. Ethel is the president. 

Senator Kennepy. What about your sister? 

Mrs. Lizzie Jenkins. I am secretary-treasurer. 

Senator Kennepy. You have both done very well. And do you 
get compensated for your union work ? 

Mrs. Erne, Jenkins. No, sir, I do not. There is no pay at all. 

Senator Kennepy. You are working as a volunteer ? 

Mrs. Erne, JENKINS. Yes. 

Senator Kennepy. How long does it take a week? How many 
hours a week or month do you have to give to your union work? 

Mrs. Ernent Jenkins. Sir, it would be hard to say. I would just 
say I am available at all times, early and late hours of the day. 

Senator Kennepy. Are you on the grievance committee? 

Mrs. Erne, Jenkins. Yes, sir. 

Senator Kennepy. But there is no compensation for any of this? 

Mrs. Ernet Jenkins. No, sir. 

Mrs. Lizziz Jenkins. It isan honor to do what I do. 

Senator Kennepy. This doesn’t have anything to do with the sub- 
ject at hand, but I am a little disappointed to see that the textile 
workers came out against the Kennedy-Ervin bill. 

Mr. Payron. Iam afraid I can’t answer that. I can’t speak on that. 

Senator Kennepy. Was it this union? 

Mr. Everman. The executive council, Mr. Chairman, adopted a 
resolution asking for modifications of some sections of the act dealing 
with the opportunities for individuals to sue. The criticism was con- 
fined to these points. That is based on particular experiences we have 
had of being sued for large sums of money in several parts of the 
country, and it was the feeling of our council that the language as 
drawn would widen or would prove in fact an invitation for a 
multiplication of these suits. 

Senator Kennepy. Was this in the so-called bill of rights? 
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Mr. Epetman. That. is correct. 

Senator Kennepy. The newspaper story gave I thought a somewhat 
misleading impression. 

Mr. Epetman. It did, sir. We will provide you with a copy, sir, 
of this resolution. I am sorry I didn’t do it before. 

Senator Kennepy. Let me get back now to the subject at hand. 
We are delighted to have these two ladies come up here, particularly 
as they have had a good deal of experience. Would you mind telling 
me what you get an hour now? 

Mrs. Ernet Jenkins. $1.42 and a half. 

Senator Kennepy. And your sister? 

Mrs. Lizzir Jenkins. The same. 

Senator Krennepy. And both of you work you say for the same 
company or different companies. 

Mr. Payron. Different companies. 

Senator Kennepy. But I meant the same company for 30 years. 

Mrs. Ernen Jenkins. Yes, sir, through the number of years we 
have worked. 

Senator Kennepy. Do you remember what your pay was when you 
started 4 

Mrs. Erne. Jenkins. When I started working about $5.95-for 55 
hours of work. 

Senator Kennepy. Fifty-five hours? 

Mrs. Erne, Jenkins. I can remember when I made $5.50 a week. 

Senator Kennepy. A week? 

Mrs. Ernet Jenkins. Yes, sir. 

Mr. Barkin. Fifty-five hours. 

Senator Krennepy. That comes to what, 10 cents an hour? 

Mrs. Erne, Jenkins. Something like that. 

Senator Kennepy. Now in 35 years_you have gotten it up to $1.40 
an hour. What would be the average wage in your factory? 

Mrs. Erne. Jenkins. Sir? 

Senator Kennepy. What do the girls get now who come to work 
in your factory—the beginning wage? 

Mrs. Ernen Jenkins. About $1.085 I believe. 

Senator Kennepy. What percentage of the factories are unionized 
in your area, most of them / 

Mrs. Erne. Jenkins. I will say in our plant maybe 70 percent. 

Mr. Barkin. The question is how many plants in your area? 

Mrs. Erne, Jenxtns. I beg your pardon, I am so sorry. In our 
area it would be a small percentage. 

Senator Kennepy. Aren’t you spreading the word about the ad- 

vantages of unionization ? 

Mrs. Erne. Jenkins. Oh, certainly Ido. I talk union from morn- 
ing to night. 

Senator Kennepy. Do you think you get better wages in union 
plants than you do in nonunion ? 

Mrs. Eruen Jenkins. Oh definitely so. And I would like to say 
this too, 15 years ago we had 320 people—it is only a small plant 
where I work—we had 320 people in the bargaining unit there and 
today we have less than 185 people in the bargaining unit, and the 
production is greater today than it was then, so the workload has been 
increased that much in the 15 years. 
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Mr. Barkin. The mills with which both the ladies are associated in 
working are yarn mills, and the restriction and limitation on the pos- 
sibility “of increasing those wages is set by the fact that the unor- 

vanized Gastonia combed yarn mills have not moved their w ages up. 
Tens you have a dramatic illustration of the difficulties of moving 
the unionized w age areas up when they are in direct competition with 
the Gastonia group. 

We have just had a strike in Fitchburg, Mass. at the Fitchburg 
Yarn Co., which competes with this type ‘of mill and with the Gas- 
tonia mill. 

Senator Kennepy. What dothey pay in Fitchburg? 

Mr. Barkin. They are paying an average hourly earning, with 
the present wage increase, they just got a wage increase of over 7.5 
percent. which brought their average up to $1. 49, whereas in the 
combed yarn mills in Gastonia the average is now somewhere around 
$1.24 or $1.25. Now Fitchburg Yarn is the only yarn mill left in 
New England, and obviously we insisted that they follow the wage 
pattern which has been the dominant one both north and south. 

But their response was “We are in competition with Gastonia”, 
just as these two plants are the Highland Cotton Yarn and the 
Pickett— 

Senator Kennepy. Where is Gastonia? 

Mr. Barkin. In North Carolina, that is the pocket right southwest 
of Charlotte. 

Senator Kennepy. And you have not been able to organize them ? 

Mr. Payron. 1,000 out of go 

Mr. Barkin. And this is the area in which the community, the mills 
organization have resisted time rend time again and mobilized against 
our efforts. 

Senator Kennepy. Why can’t you organize them if they are not 
paying a good wage? Why don’t those people join the union ? 

Mrs. Erne, Jenkins. Fear. 

Mr. Payron. Fear primarily. 

Senator Kennepy. What are they afraid of ? 

Mrs. Erne. Jenkins. We had a very good example of_ that. 
Recently we had an election of Threads Inc. in Gastonia. Every 
conceivable trick was used to scare or fool the workers away from 
the union. We lost the election by a narrow margin. Out of an 

active committee of 11 people, only 2 of them are left. We protested 
the election, asked that the election be set aside, but before the Labor 
Board has gotten around to making a ruling on our protest, we only 


have 2 of our original committee left in the mill. The others have 


all been discharged. 


Senator Krnnepy. Have you brought unfair labor practice 
charges? 

Mrs. Ernen Jenkins. We have. 

Senator Kennepy. Are you picketing ? 

Mrs. Erne. Jenkins. No. 

Senator Kennepy. You couldn't picket against the unfair labor 
practice? It wouldn’t do you any good? 

Mr. Payton. It wouldn’t do us any good, no. But I think that is 
an important point for this committee to 0 consider too. 
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During this period say from 1944 to 1945 up to 1948-49 and 1950 
we made tremendous strides in securing wage increases. We had 
an organization then approaching 400, 000. Our organization today 
is around: 200,000, by mill liquidations, but also because of the 
destruction of unions, we are the bargaining agent for some 23 mills 
in the South covering better than 30,000 wor kers where we have not 
been successful in securing a contract or where we had a contract 
and the contract has been destroyed and the union has been destroyed 
by the same kind of thing that is going on in Henderson, N.C. today, 
where a company just starts out to destroy the union. 

Senator Kennepy. I want to thank these two ladies for coming 
up. I think it is very helpful to have some testimony from those who 
are working in the plants. 

Mr. Barkin, I hope you will feel free to submit any material for 
the record. Your material is always very illuminating. We will be 
glad to hear anything that you might have on your own industry 
or on the question of minimum wages. 

Mr. Barxrn. Senator, there is only one matter which I would like 
to just underscore at the moment, because of the prominence which 
the issue receives in the public press, namely the impact of the 
wage increases under the minimum wage law on prices, the so-called 
problem of inflation. 

Attached to our statement presented by the president, Mr. Pollock, 
are two tables which have a particular relevance. One is a table 
on productivity which indicates that our industry has been raising 
its level of productivity at the average annual rate ‘of about 4 percent. 

And secondly there is a table on prices of textile goods. Now it 
is very significant that during this period from 1947 which is the 
period when we can make precise comparisons on prices since the 
statistics are more reliable for comparative purposes, during this 
period from 1947 when the minimum wage in our industry has risen 
from 75 cents to $1.25 at present, and the average hourly earnings 
have risen from 89 or 90 cents to what they earn now, well over 
$1.50 an hour, the prices within our industries have dropped. Taking 
industry as a whole, without subdividing it into divisions which is 
done in the table, the index in 1947 was at 100, and in March 1959 
prices of textiles were 93.8, representing a reduction in prices over 
this 12-year period of 6.2 percent despite the wage increase. Now 
this is almost typical of such a large and important segment of this 
low-wage industry that the argument of the inflationary impact of 
this increase just falls to nought, because fundamentally in these 
industries there are many areas of exceedingly impressive increases 
in productivity. The industry is highly competitive. The workers 
do not share in the advantages of the productivity. 

And either the employer gains it through high profits in some 
sections or all of the benefits are passed on to the consumer, a com- 
pletely different picture than the one which is discussed publicly. 

I have sought this one little moment of highlighting it because the 
Senate and the public should realize that the low wages in these areas 
are resulting—one byproduct is that all of the benefits of productivity 
are being passed on to the public in the form of very low prices at the 
expense of these particular low-wage people. 
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And in some few instances it has resulted in unusual profits to 
some segments of the low wage industry employers because they have 
been able to capture a substantial portion of the increased productivity 
for themselves. 

This condition leads one to one substantial conclusion. That the 
argument of inflationary impact on raising the minimum to $1.25 
or a reasonable level above or surrounding, the argument of inflation 
is completely unrealistic and irrelevant. 

Senator Kennepy. I will be interested in looking at those figures 
because I think that is a very important point. Fortunately you 
know all the bogies that are raised in this matter and I think your 
experience could be most informative in other areas and I want to 
look at your material with great care because I have had some ex- 
perience in this field. 

We are very glad to have had you here, gentlemen, and Mrs. Ethel 
and Lizzie Jenkins, also. 

Mr. EpetmMan. Both grandmothers by the way. 

Senator Kennepy. And officers in the union. 

The last witness today is Mr. Weiss of the Teamsters Union. 


STATEMENT OF ABRAHAM WEISS, DIRECTOR OF RESEARCH, 
INTERNATIONAL BROTHERHOOD OF TEAMSTERS 


Mr. Weiss. My name is Abraham Weiss. I serve as director of 
research for the International Brotherhood of Teamsters. 

Our union represents the largest bloc of working men and women 
among the millions employed by the trucking industry. 


Anything that affects the working conditions of these men and 
women is automatically of the greatest possible interest to our union. 

It is axiomatic that the welfare of the men and women working in 
an industry depends on the vigor and prosperity of that industry. 
If the trucking industry’s ability to grow and prosper is hindered, 
the way of life of those whose livelihood depends on that industry 
will be changed for the worse and job opportunities, instead of in- 
creasing as they are now in a healthy industry, will be cut. 

If the trucking industry is forced to operate under one set of rules, 
while competing modes of transportation are allowed to operate under 
less rigid conditions, the trucking industry will be placed under 
severe competitive handicaps. 

Our union cannot sit idly by while attempts are made to change 
the rules under which our members live and work. 

This is our interest and explains our presence before you today. 

Our union specifically wishes to record our opposition to sec. 9(b) 
of S. 1046 which, if enacted, would amend section 13(b) (1) of the 
Fair Labor Standards Act and thereby eliminate the present over- 
time exemptions for employees in the trucking industry. 

Enactment of this section would establish one standard for the 
trucking industry and a much more liberal standard for the railroads 
and other competing forms of transportation. We do not believe it 
to be just or equitable to hobble one type of carrier and leave its 
competitors free to operate under much more favorable conditions. 

At this point I should state for the record that the Teamsters sup- 
port shorter hours of work and overtime pay beyond certain limits. 
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Our contracts generally provide sa Biome see 2 pay. About 3 years 
ago, our union negotiated a 12-State area local cartage contract which 
provided for a step down of hours in many areas ‘from as mi any as 
60 hours per week to 40 hours within a specified period of time with 
a weekly guarantee of 40 hours by August 1957, after which, time 
and one half is paid. 

For the country as a whole, the Bureau of Labor Statistics reports 
that since 1945 straight time weekly hours of unionized local trucking 
employees have been cut from an average of 45.8 to 40.3 in 1958. 

Teamster local unions throughout the country, through free col- 
lective bargaining and with due consideration to basic economic and 
competitive factors, have effectively reduced hours of work in this 
industry. We shall continue to secure shorter hours and provide 
for overtime pay, consistent with the ability of the industry to provide 
such conditions without impairing its competitive vitality. 

The trucking industry has many unique characteristics which our 
union as responsible representatives of the workers take into account 
in our bargaining. These factors explain our position today. 

To speak of the trucking industry may be more confusing than 
helpful since trucking consists of multiform activity. 

For example the Interstate Commerce Act, part 2, deals with (1) 
common carriers, (2) contract carriers, (3) private carriers and (4) 
transportation brokers, 

Although trucking activity is regulated by the Federal Govern- 
ment through the ICC it is nevertheless very competitive. The 
primary competitors of the trucking companies are the railroads— 
particularly for shipments traveling over limited areas or in limited 
quantities, i.e., short-haul or less-than-carload quantities. 

There are more diverse types of operations in the motor carrier 
field than in any other field of transportation. In addition to com- 
mon carriers, contract. carriers (which may be highly specialized in 
their operations) and exempt for-hire car riers, there is a diversity of 
common carrier operations. 

Some motor common carriers have the authority to haul general 
commodities. 

Others act as specialized carriers that are authorized to carry a 
single commodity or a commodity group. Tank truck carriers, house- 
hold goods carriers and automobile transporters are some of these 
specialized carriers. 

Both general and specialized motor carriers compete effectively 
in rates and services with rail and other carriers. 

The average hauls of special commodity carriers vary considerably 
from those of general freight carriers. The typical average es 
operation, a 300-mile haul, is an overnight haul. Y ou pick it u 
the afternoon, load it out in the evening and deliver it in the miei 
Auto haulers average a little more, 363 miles. Household goods car- 
riers vary much more, 682 miles. 

Cost. factors differ as between general freight and specialized car- 
riers. Some carrier operations are geared to daytime; others both 
daytime and night time, such as tankers. 

Some types of operations are two-way; others, like tanker opera- 
tions, almost entirely one-way. 
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Currently, the economics of operation require that a vehicle be in 
almost constant use, averaging in highway work between 70,000 and 
100,000 miles a year. 

Many developments point to the need for more long-haul truck 
operations : 

The trend away from completely integrated companies and in the 
direction of subcontracting and specialization; the move of industry 
to smaller towns; the continued dissociation of industry from sources 
of raw materials and markets; the renewed tendency toward small 
order buying; the fitting of trucks into the production plans of in- 
dustry in such a manner as to prevent large stocks at plants or points 
of effective consumption; the development of suburban retail areas 
far removed from other forms or transportation ; etc. 

The truck is the secret of mass production in industry, mass pro- 
duction and marketing in agriculture and mass distribution in com- 
merce. Mass production and marketing are the secret of our stand- 
ard of living and our soaring national product. 

Today in the centers, both large and small, of mass production in 
this country, we find assembly lines operating on a time schedule 
often only 24 hours ahead of trucks from distant points, carrying 
parts, units and accessories essential to line operation. 

No longer do you find huge storage structures around modern pro- 
duction factories. What they used to store is now riding toward 


their use on the floor of tractor-trailer combinations, coming from 
miles away. 
All of this is over-the-road intercity truck transportation. 


Much of it is overnight, something no other form of transport can 
economically provide. And so closely geared is this industry to the 
time schedules of these motor carriers that in the event of our failure 
to perform for any reason, plants shut down. 

Trucking is a vital connecting link between shippers and receivers 
and every other form of transportation. It is not an overstatement 
to say that our modern economy has been built around trucking. 

Other common carriers such as railroads, bus lines, and airlines 
have regularly scheduled runs which are operated whether or not 
there is sufficient traffic to pay the cost of the trips. Such is not 
the case with trucking companies. Trucking company schedules are 
made up to conform to the requirements of shippers and are highly 
irregular. 

Despite what has been said, many trucking companies conform to 
fairly regular schedules. The term regular schedule indicates merely 
a fairly constant time at which major parts of the day’s work are 
intended to be finished. It does not imply a timetable in the sense 
that trucks are to leave a given terminal for another at specified hours, 
as is the case with many rail freight schedules. The industry condi- 
tions its routing and scheduling of trucks quite largely upon shipper 
demands as they are received. Trucking companies operate on a 
24-hour basis. 

The length of time for a given run is often dependent on factors 
beyond the control of the driver or the motor carrier; limitations on 
driving speeds; road construction ; traffic congestion on the streets and 
highways; accidents; ete. 





564 TO AMEND THE FAIR LABOR STANDARDS ACT 


I have cited all these factors in some detail to emphasize that truck- 
ing is not a simple industry; that it has unique characteristics and all 
these must be considered for responsible action. 

We believe that we have acted responsibly both to management and 
to workers in this industry in our contract negotiations throughout 
the years. 

So we have continued to make striking gains for our members in 
terms of wage increases, reductions in hours, wage guarantees, paid 

vacations and holid: ays, health and welfare and pensions. We shall 
continue to improve the working conditions of our membership, 
including shorter hours, as the industry grows and prospers. 

Trucks now compete with rails on coast to coast freight, the longest 
haul of all. Yet under section 9(b) of S. 1046, the rails could continne 
to operate under an overtime exemption whereas the truck lines could 
not. 

We fail to understand why railroads would continue to enjoy the 
exemption while the trucking industry would be limited. 

We think it paradoxical to shackle the trucking industry while 
leaving the giant railroad industry, its chief competitor, with no 
liability to pay overtime after 40 hours. We believe that equity 
requires equal treatment of both modes of transportation. 

Most of our key contracts covering over-the-road operations expire 
in 1961. Stable labor relations are, therefore, assured for the next 
2 years. 

By changing the present hours and overtime practices, wages of our 
members would be cut. This would unstabilize the industry and lead 
to industrial strife. Many of our key area contracts covering the 
great majority of longline over-the- road trucking can be reopened, 
and they would be if section 9(b) of S. 1046 were ‘enacted. 

Under the trucking collective bargaining contracts currently in 
effect, which took account of present maximum hours of service regu- 
lations of the Interstate Commerce Commission, hourly rated drivers 
make $2.53 an hour, or $151.80 per week. 

To retain the same take-home pay if section 9(b) were passed would 
require an increase in the hourly rate of pay of $1.2614. Mileage rates, 
where they apply, would have to be increased accordingly. 

And our members would insist on reopening the contract in order to 
maintain their present earnings. 

This increase of $1.2614 an hour in the wage scale is the minimum 
increase in labor cost which would result under section 9(b). 

Other contract benefits which are related to the hourly wage rate, 
such as paid holidays, paid vacations, health and welfare and pensions 
would also be increased. 

The result is that costs to the trucking operator would rise sharply 
and these would in turn result in higher costs to shippers. The 
sharp, sudden and immediate inflationary effects of higher shipping 
costs on wholesale and consumer prices is self-evident to all members 
of this committee. 

Enactment of section 9(b) would contribute to higher shipping 
costs in still another fashion in addition to its impact on the hourly 
wage scale. If hours are cut to comply with the new overtime 
requirements the movement of freight would be delayed as a result 
of the 1 to 114 hours’ time needed. to interchange equipment and 
interline freight. 
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For example, on a run from Detroit. to New York three tractors 
would be necessary instead of one. Trucking firms would have to 
make extra outlays for additional equipment. Extra personnel 
would be required to man the equipment at break or division points. 

The cost of a given run would increase; higher costs to the ship- 
per would be inevitable; and in the final analysis the consumer 
would have to pay higher prices. And since there are few com- 
modities which are not carried by truck, higher prices would spread 
throughout the economy. 

We wish to emphasize that we recognize the need for lower 
hours. We have been successful in reducing the workweek in many 
areas. We believe that collective bargaining directly between the 
parties, in an industry as complex and as fast developing as the 
trucking industry, will in time produce the same result without dis- 
rupting the industry or adversely affecting the best interests of our 
members. 

In taking this position, we do not mean to imply that the trucking 
industry will always need an overtime exemption. Conditions are 
changing. The new system of interstate highways will when com- 
pleted reduce over-the-road time and thereby increase mileage per 
driver hour. On many runs labor costs will be reduced and the 
industry may be in a much better position to absorb shorter hours 
and overtime payments. 

It is generally accepted that the Teamsters Union is the leadin 
spirit in the trucking industry, regardless of what yardstick is use 
to measure the net result. No other single element or combination 
or association exerts such influence toward stability in the trucking 
industry. 

The union has to a considerable extent promoted fair industry 

ractices and rules which no other instrumentality in the field has 

en able to accomplish. 

Through our area agreements we are increasingly stabilizing the 
industry insofar as wage rates and working conditions are concerned, 
and eliminating or reducing wide wage and hours differentials. 

Teamsters contracts have been reducing the number of consecutive 
hours a driver may work. For example the ICC states no driver 
shall drive more than 10 hours without rest. Many Teamster con- 
tracts stipulate an 8-hour day with overtime pay guaranteed for ad- 
ditional hours. 

Taken as a whole, the Teamster wages and conditions are second to 
none. 

It is in the light of this responsible record of achievement and 
stability that we repeat our opposition to section 9(b) of S. 1046 at 
the present time. 

Enactment of this section would, in our judgment, greatly impede 
the growth of the trucking industry. Great economic damage would 
be done our members. 

Therefore we are firmly in opposition to section 9(b). Let me sum 
up our reasons: 

1. The Teamsters Union is interested in the continued health and 
prosperity of the trucking industry which provides employment to 
its members. 

2. The union is interested in preserving growing job opportunities 
for its members. 
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3. Our union is interested in securing the highest possible benefits 
for its members. 

The union cannot hope to achieve its goals unless the trucking in- 
dustry can operate under a set of rules which are fair and equitable 
and equally applicable to all competing forms of transportation. This 
would not be the case if section 9(b) were enacted. 

We therefore respectfully urge that this subcommittee strongly 
recommend that section 9(b) not be enacted. 

We wish to again call the attention of the committee to our opposi- 
tion to section 9(b) of the act which you and your colleagues intro- 
duced which would if enacted amend section 13(b) (1) of the Fair 
Labor Standards Act and thereby eliminate the present overtime 
exemption for employees in the trucking industry. 

Our reasons in brief are as follows: (1) we are only one facet of 
the transportation industry. The intent of this particular section of 
your bill would put the trucking industry under the act and require 
it to pay time and a half after ‘40 hours, but leave other competing 
forms of transportation still covered by the exemption provisions of 
the act 

You would have therefore direct competitors of the trucking in- 
dustry in which we obviously have a direct interest under severe re- 


strictions with respect. to ov ertime payments, but leave other trans- - 


portation industries free to run long hours without the payment of 
time and a half after 40. 

The second point I wish to make is that the trucking industry is an 
exceedingly complex one. 

We believe on the basis of our long experience with these various 
facets of the trucking industry, having bargained with the industry 
for over 2 decades, that we are aware of and appreciate these prob- 
lems, that we are trying to correct unduly long hours through collec- 
tive bargaining. 

We do not wish to be construed as favoring long hours or to be in 
opposition to overtime pay. We do say, however, that through col- 
lective bargaining we have in many contracts, which are extremely 
broad in area, some contracts covering 13 States, others 10 and 12 
States, we have shortened hours. 

And the shortening of hours are manifest in each of the. contracts. 
They are buttressed and documented in annual studies of the U.S 
Bureau of Labor Statistics on wages and hours in the trucking in- 
dustry, which is predominantly “organized by the Intern ational 
Brotherhood of Teamsters. 

Finally we make this point: That transportation does not lend it- 
self, as do manufacturing industries, to increased productivity 
through technological change, automation, call it what you will. 

You still need the man on the vehicle, whether the vehicle be a 
truck, a bus, a train or what have you. 

We therefore say that a sudden and sharp boost in the costs of 
operation of any transportation system, would manifest itself immedi- 
ately and promptly in higher prices to processors and in higher prices 
to consumers 

We believe in shorter hours and we are gradually attempting to 
shorten hours. We are doing this jointly in concert with industry 
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because we have a keen appreciation of the problems in the industry 
which employ our members. 

At the same time to protect the best interests of our members, we 
are trying to cut their hours. We are doing this gradually, minimiz- 
ing the adverse effect on industry and thereby on our members. 

These are essentially the main points, Senator Kennedy. 

I have given considerable detail in the statement on the complexity 
of the industry which indicates why we are prepared to proceed cau- 
tiously with due regard and awareness of these problems. 

Senator Kennepy. I think your statement explains the Teamsters 
position on this question. | 

Has the ICC taken action to reduce the hours of work on railroads! 

Mr. Weiss. Not tomy knowledge, sir. 

Senator Kennepy. There has not been any effort to install the 

Mr. Weiss. Insofar particularly as operating crafts on the rail- 
roads are concerned, neither the ICC nor the Wage and Hour Ad- 
ministrator have shortened their hours. They have so far as I know 
unlimited hours, as does trucking at this time. And the key point 
we wish to make is that you take the trucking industry, in which 
we have great interest and regard, put it under the act and leave 
our competitors outside of the act insofar as overtime pay is con- 
cerned, 

Senator Kennepy. This statement of yours represents your view 
or the view of Mr. Hoffa and the Teamsters Union? 

Mr. Weiss. I am authorized to represent the International Brother- 
hood of Teamsters, sir. 

Senator Kennepy. Who authorized you? 

Mr. Weiss. Mr. Hoffa. 

Senator Kennepy. As I understand it, then, you would oppose in- 
cluding under the provisions of this bill any truckdrivers ? 

Mr. Weuss. Truckdrivers are covered in terms of the minimum 
wage. They are not covered by the overtime provisions, and our re- 
quest to this committee would be to leave the status quo. 

Senator Kennepy. In other words, leave it to collective bargain- 
ing? 

Mr. Weiss. Yes, and we are effecting reduced hours through col- 
lective bargaining. Any representative of the trucking industry will 
underscore this point, that we are achieving lower hours for our mem- 
bers. We are okies it In steps, so as not to adversely impede the 
progress of this industry. Our members have to look to the well- 

ing of the industry if they are to get higher wages and better work- 
ing conditions, which they are getting. 

The record of the Teamsters in terms of securing higher wages 
and better working conditions is, I think, without parallel in Ameri- 
can trade unionism. 

Senator Kennepy. This is the only union that has opposed ex- 
tending the 40-hour week to its weeibors or extending the coverage 
of the minimum wage, whichever may be applicable. 

Mr. Wess. Senator, I must say very candidly and frankly that I 
am at a loss to discover from whence this drive comes for this par- 
ticular provision. 








568 TO AMEND THE FAIR LABOR STANDARDS ACT 


I will say that I have tried to get in touch with the legislative 
assistant from your office and for this committee, and I have been 
unable to determine the origin. 

So far as I know, there has been no drive, no exertion, no impetus 
from any of our members nor from our union as an organization for 
this provision. 

Senator Kennepy. I think that it is a fair statement to say that 
none of your members have been in touch with the committee on this 
subject. I don’t mean to be facetious about it. I think it is an im- 
portant point. I am not anxious to cause unemployment or economic 
dislocations. I am quite aware of what the wage levels are in the 
industry and I am quite aware of the fact that in some phases of this 
industry, particularly some over the road do not fit in with the 40-hour 
concept, and we will take this into consideration. 

Mr. Wetss. I do want to leave the record clear that we are in favor 
of shorter hours and we are getting it through collective bargaining. 

Senator Kennepy. Thank you. 

Mr. Weiss. You are very welcome. 

Senator Kennepy. The subcommittee will meet again tomorrow 
morning at 10 a.m. to hear testimony from the National Fisheries 
Institute, the Amalgamated Meat Cutters Union, the American 
Waterways Operators, and the United Maritime Unions. 

The hearings of the subcommittee tomorrow and Friday will be 
in room 1202 of this building. 

At 12 noon tomorrow, we shall have the honor of receiving a state- 
ment before the subcommittee from Mrs. Eleanor Roosevelt. She will 
be speaking for the National Consumers League. 


(Whereupon, at 4:50 p.m. the subcommittee recessed to reconvene 
at 10 a.m. Thursday, May 14, 1959.) 
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THURSDAY, MAY 14, 1959 


U.S. Senate, 
SUBCOMMITTEE ON LABOR OF THE 
ComMMITTEE ON Lazpor aND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a.m., in room 
1202, New Senate Office Building, Senator J ohn F. Kennedy (chair- 
man of the subcommittee) presiding. 

Present: Senators aes (presiding), Randolph, Goldwater, 
Dirksen, and Prouty. 


Also present: Senators Cooper and Javits, members of the 
committee. 

Committee staff members present: Stewart E. McClure, chief clerk ; 
Ralph Dungan, professional staff member, Michael Bernstein, minor- 
ity counsel ; Raymond D. Hurley, minority professional staff member ; 
and Joseph Goldberg, technical assistant, US. Department of Labor. 

Senator Kennepy. The subcommittee will come to order. The first 
witness this morning is Mr. Benjamin O. Johnson, president of 
SeaPak Corp., and chairman of the legislative committee of the 
National Fisheries Institute. 


STATEMENT OF BENJAMIN 0. JOHNSON, PRESIDENT, SEAPAK CORP., 
ACCOMPANIED BY CHARLES E. JACKSON, NATIONAL FISHERIES 
INSTITUTE, INC. 


Mr. Jounson. Mr. Chairman and gentlemen of this committee, I 
appreciate this opportunity to discuss with you the position of the 
fisheries on this proposed legislation to extend the coverage of the 
Fair Labor Standards Act and to raise the minimum wage under 
the Act. 

My name is Benjamin O. Johnson. I am president of SeaPak Corp. 
located at St. Simons Island, Ga. I am chairman of the legislation 
committee of the National Fisheries Institute, Inc., and I am here 
representing the Institute. 

The National Fisheries Institute, Inc., is the principal trade associ- 
ation of the commercial fisheries industries and has its principal office 
here in Washington, D.C. The membership of the Institute includes 
employers engaged in the producing, processing, distributing and 
canning of fishery products in the United States and its Territories. 
The purpose of the Institute is to promote the welfare of the com- 
mercial fisheries of the United States and its Territories. 
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Specifically, I am here to voice firm opposition to S. 1046 and 
related legislative proposals to amend or otherwise disturb the present 
fisheries exemptions under the Fair Labor Standards Act. 

At the recent National Convention of the Institute held last month 
in New York City, a formal resolution urging rejection of this bill was 
adopted. A copy of the resolution is filed as exhibit A to this 
statement. 

First, I shall deal briefly with our general objections to the pro- 
posed legislation and then deal more specifically with the special 
circumstances of the fisheries and their absolute need for continuation 
of the fishery exemptions. 

In general, the bill is too inclusive in scope and farreaching in its 
economic and political implications to be considered as a single piece 
of legislation. The proposal to extend the coverage of the Wage 
and Hour law by drastically changing the definitive scope of inter- 
state commerce subject to the act ‘together with the elimination of 
many existing exemptions would virtually federalize the Nation’s 
economy. 

It would place under Federal control thousands of local businesses 
and services which are beyond the practical power of Federal 
regulation. 

The added proposal to increase the minimum wage and thus to 
increase the wages of millions of workers without regard to correla- 
tive increase in “the ec onomic value of the services is so inflationary 
as to shock the conscience at a time when the Nation is waging a 
desper ate fight against the severe inflationary influences already exist- 
ing and the Government is sorely embarrassed in financing its own 
operations. But, since I am aware these two basic points ‘of objec- 
tion to the overall bill will be fully covered by other more competent 
witnesses, I will devote the balance of my statement to the more 
specific points of concern of the fisheries. 

Section 9 of S. 1046 proposes to amend the present fishery exemp- 
tions found in section 13( a) (5) and 13(b)(4) of the act by elimi- 
nation of the exemption pertaining to onshore operations. 

Generally this would repeal the present exemption of such opera- 
tions as packing, propagating, processing, marketing, freezing, cur- 
ing, storing and distribution of fish, shellfish, seafood and their 
by- products. In effect, S. 1046 strikes the exemption for all but 
offshore operat ions. 

When the Fair Labor Standards Act has been under consideration 
and in respect to all marine legislation generally, Congress has been 
alertly aware of the uniqueness s of the fishing industry and has exer- 
cised extreme caution in dealing with it. 

No understanding of the present problem is possible without a 
rather full knowledge of the legislative history of these exemptions. 
I will not undertake to review the extensive record of these exemp- 
tions in the body of this statement, but I am attaching as exhibits two 
prior statements made before a House committee and this committee 
in hearings held in connection with proposed amendments affecting 
the fisheries exemptions under the Fair Labor Standards Act. 

The first of these statements is that of R. E. Steele, representative 
of the National Fisheries Institute, Inc., delivered before the House 
of Representatives Committee on Labor on November 6, 1945, which is 
attached as exhibit B. The second is statement of John A. Fulham, 
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representative of the National Fisheries Institute, Inc., before the 
Senate Committee on Labor and Public Welfare on April 29, 1948 
as exhibit C., 

It is clear from the legislative history of these amendments that 
Congress has always recognized that the fisheries industry is beset 
with three important characteristics that distinguish it from the 
normal pattern of industrial activities. 

These factors are variance and unpredictability of the catch, the 
perishability of the product, and the exposure to foreign competition. 
It is also clear that Congress has viewed offshore and ‘onshore activi- 
ties as a single integral operation at least up to the point that 
perishability of product was no longer a factor and has undertaken 
to give both phases of these interdependent activities broad exemp- 
tion from wage and hour control. 

To remove the present exemptions applicable to onshore operations 
would be about as injurious to the fishing industry as cutting off one 
of your two legs. Both onshore and offshore operations are closely 
interwoven and are completely interdependent one on the other. 
Both phases of activities are affected by the same basic factors of 

variance of catch, perishability of product, and foreign competition 
which are the very foundation of the exemptions. 

These factors are just as much with us today as they were in 1938 
and 1949, when the present fisheries exemptions were considered. 
Scheduling of fishery operations is just as difficult as ever. The 
circumstances of the catch and subsequent processing and marketing 
of fishery products is as diverse and complex as the colors of Joseph’s 
coat. 

The onshore and offshore activities relating to each type and species 
of commercial fish and marine life has its own peculiar characteristics. 
And even within the same species, such as shrimp, there are variables 
of size and color that control the commercial value and distinguish 
the end use of the catch. 

In order to furnish you with a full statistical background of our 
industry, there is attached to this statement as exhibit D a very 
recent report issued by the U.S. Fish and Wildlife Service, Fishery 
Leaflet 393 entitled Fisheries of the United States and Alaska, 1958. 

(The leaflet referred to has been retained in the subcommittee files. ) 

To give you some idea of the complexities of the variables of the 

catch and supply, I refer your attention to the schedule and graph 
showing the monthly catch and utilization of fish and shellfish in the 
United States and Alaska during 1958, appearing on page 12 of 
Fishery Leaflet 395. This schedule demonstrates that there is pro- 
nounced variation in the catch of fish throughout the year on a 
seasonal basis with larger landings of most species occurring during 
the summer months. 

For example the landings during the first 4 months of 1958 ac- 
counted for only 10.9 percent of the 1958 catch, but. landings during 
the four-month period from June to September, inclusive, accounted 
for 63 percent of the 1958 catch. 

The difficulties of the seasonal variation are even more ¢ ompounded 
by unpredictable day to day landings and year to year variations. 
The harvest of the sea defies prediction and remains locked in the 
mysteries and secrets of the deep. 

41681— 59 ——_38 
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The second characteristic of high perishability of product is the 
same as before. Almost without exception, all species of fish and 
marine life are highly perishable and must be highly perishable and 
must be expeditiously and carefully handled so long as a state of 
perishability is present, 

Here I wish to point out that in respect to a very substantial part 
of the catch, this factor of perishability continues right on through 
to final consumption of the product. To illustrate, if you will refer 
to page 11 of Fishery Leaflet 393, exhibit D, showing the disposition 
of the 1958 catch amounting to 4,716 million pounds round weight, 
31.4 percent or 1,483 million pounds went to market in a fresh or 
frozen state. Canning accounted for 26.3 percent of or 1,242 million 
pounds. Only 1.9 percent of that or 88 million pounds went into 
cured fish. The remaining 40.4 percent amounting to 1,903 million 
pounds went into byproducts and bait. 

There is then the third and equally significant factor against do- 
mestic wage control for the fisheries. This is the matter of exposure 
to foreign competition which threatens the very existence of the do- 
mestic fisheries. The United States fisheries industry is in a pre- 
carious position. Many operators have already been forced out of 
business and, no doubt, many others will follow. I cite your atten- 
tion to the table showing the United States supply of fishery products 
for the period 1947-58, appearing on page41 of Fishery Leaflet 393, 
exhibit D. 

This shows that for all fishery products on a round weight basis, 
a ratio of domestic catch of the total has declined from 85.9 percent 
in 1947, to 64.1 percent in 1958. 

The following table on page 41 giving the United States supply 
of edible fishery products for the same period 1947 through 1958 
shows that the ratio of the domestic catch to total edible fishery 
products declined from 82.8 percent in 1947 to 61.5 percent in 1958. 

During the same period the volume of the domestic catch actually 
declined from 3,008 million pounds in 1947 to 2,620 million pounds 
in 1958. In the same period, the foreign imports of edible fishery 
products increased from’625 millton pounds, or 17.2 percent of the 
total in 1947, to a figure of 1,650 million pounds, or 38.5 percent of 
the total in 1958. 

This represents a 262 percent increase in volume of imported edible 
fishery products during the period of 11 years, and a further loss of 
21.3 percent of the United States market. 

The next table showing the United States supply of industrial 
fishery products during the same period 1947-58 on page 41, shows 
that the imports of industrial fishery products increased ‘from 85 
million pounds or 6 percent of the total of industrial fishery products 
in 1947, to a figure of 1,003 million pounds, or 32.4 percent of the 
total in 1958. This represents an increase of 1,180 percent in volume, 
and further loss of 26.4 percent of the domestic market. 

The problem of foreign eae and imports is particularly 
significant when we examine the present tariff and import status 
of the fishery products. Reference to pages 34 through 39, inclusive, 
of Fishery Leaflet 393, exhibit D, further demonstrates the alarming 
rate at which foreign producers have been invading and taking over 
the United States market. It is a sad commentary that much of this 
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foreign competition has been fostered and developed under our own 
foreign aid and assistance programs so that the fisheries industry 
has had the dubious satisfaction of being taxed to develop foreign 
competition that is relentlessly driving it out of its own market. 
Reference to the table of imports of fishery products for the various 
years from 1935 through 1957 (p. 34, exhibit D) shows that the value 
of imported edible fishery products has increased from $27,535,000 
in 1935 to a figure of $250,956,000 in 1957, representing increase of 
911 percent between these years. 

Particularly significant is the table on page 39 of exhibit D, show- 
ing the tariff status of edible fishery products for 1957. 

The figures strikingly demonstrate the exposure of the United 
States industry to the rising tide of imports. The edible fishery 
products imports for 1957, amounted to 884,024,000 pounds. Of this 
total, only 11 percent was duty bound at full rate; 39 percent was 
free of any duty whatsoever; and 49 percent came in at rates re- 
duced by trade agreements. And only 15 percent of the imports 
came in the basis of ad valorem rates. All the remainder was either 
duty free or at a specific rate not related to value. 

The point is that the U.S. fishery industry cannot be regarded as 
strictly a domestic industry. It is competing with little or no protec- 
tion against fierce low-wage competition from abroad, and any Federal 
legislation is unthinkable aimed at further widening the existing un- 
favorable wage differential between the U.S. industry and the mount- 
ing low-wage foreign competition. 

There is no need to point out that while the wage structure in the 
U.S. fisheries industry, except for canning, is not fixed by Federal 
legislation, nonetheless, every operator is controlled by the prevailing 
pattern of wage competition in the area in which he operates. So every 
employer in the fisheries industry to some extent is caught in the vise 
of meeting the prevailing competitive wage rates in his area in this 
country and at the same time fighting for survival in the market 
against the rising tide of low-wage foreign imports. 

To summarize the fisheries industry is also in greater need of its 
exemptions today than ever beforesinee the Fair Labor Standards Act 
has been in existence. We face the same variables of the catch that 
nature has imposed on us; the same perishable character of the product 
we deal in; and, as never before, the threat of extinction from low- 
wage foreign competition. 

In the name of the fisheries industry of the United States and its 
territories, I implore you with all the earnestness at my command that 
the fisheries exemptions be continued unimpaired. The language of 
the fishery exemption now in the law was personally drafted by-the 
late Hon. S. O. Bland, chairman of the House Committee on merchant 
marine and fisheries. On numerous occasions Congressman Bland 
emphasized it was the intent of the author and the Congress that the 
fishery exemptions cover all phases of the fisheries. See exhibit E. 

Senator Kennepy. Thank you very much, Mr. Johnson. Mr. John- 
son, do you deal in frozen fish products? 

Mr. Jounson. My company deals primarily in frozen fishery 
products. 

Senator Kennepy. Do you sell all over the United States? 
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Mr. Jounson. Yes, sir. We ship to practically every State in the 
United States. 

Senator Kennepy. Where are most of your competitors located, all 
over the country ? 

Mr. JouHnson. It depends on the type of product. Most of our 
competitors in respect to shrimp and crab products would be located 
in the Middle and South Atlantic and Gulf States. The rising com- 
petitive industry in those products in lower California is fed by im- 
ports from Mexico. 

Senator Kennepy. May I ask you, Mr. Johnson, are your plants 
organized ? 

Mr. Jounson. Our plants are not organized at the present time. 

Senator Kennepy. What wage do you pay? What do you average 
an hour in the processing plants? 

Mr. Jonnson. According to the latest information I have available, 
our average wage at all of the plants that we operate at the present time 
is 87 cents. 

Senator Kennepy. How many hours a week ? 

Mr. Jounson. Our operations vary. Normally we do not run more 
than 40 to 45 hours for the same workers except clean up and main- 
tenance workers, which at times must remain to perform those func- 
tions after the processing work is stopped. 

Senator Kennepy. You say your average workweek runs between 
40 and 45 hours?. You don’t have an average figure though. 

Mr. JoHnson. No, I do not have an exact figure. The rate, of 
course, the time schedule of work varies very “considerably. Our 
particular company is engaged in the processing of several basic 
types of products, shrimp products, crab products, scallops, oysters, 
and by the seasonal variation which is somewhat variable in respect 
to those products, we are able to furnish a much more stable conti- 
nuity of employment and exactness in the typical processor of seafood 
produc ts which is confined to a single product. 

It is exceedingly difficult today “for a processor of a single product 
to stay alive and also gain the necessary economic distribution of his 
produc ts to be pr ofitable and stay in business. 

Senator Kennepy. Do most. of these people stand up during their 
work or do they sit down? 

Mr. Jounson. I would say most of our people sit. down. The 
largest single product that we deal in is shrimp, and the portion of 
the process which includes the greatest number of workers is the 
peeling and deveining of shrimp, and those workers are furnished 
with what we call a sort of stool. It is an elevated stool which seems 
to give the maximum comfort while performing their work. 

Senator Kennepy. As I understand it, this wage averages 87 cents 
an hour. Some are less and some are more in other words. 

Mr. Jownson. Oh, yes. I can give you a few other figures here. 

Senator Kennepy. What is the beginning wage? 

Mr. Jounson. Our office workers, . for example, at the present time 
make an average of $1.90 an hour. W e start all workers, regardless 
of experience or productivity at a minimum rate of 65 cents, and 
while that rate basically is adjusted at piecework earnings, some 
workers on that same job will make as high as $1.90 an hour. 
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There is an extreme variance between the value of the production 
of some workers and the most efficient workers. 

Senator Kennepy. You have to handle a lot of shrimp though, 
don’t you, to make $1.90 an hour if the average is 87 cents ? 

Mr. Jounson. Those are the most experienced and capable 
workers. 

Senator Kennepy. Mr. Johnson, that isn’t very much of a wage, 
$34 for over a 40-hour week. 

Mr. Jounson. Well, I might answer that this way. I think that 
our company has been certainly at the forefront in wages in our 
competing areas and against other competing segments of the 
industry. 

Our business typically depends now on a type of worker which I 
would say for the most part is not the head of the family or the 
primary earner of the family. A very large proportion of our work- 
ers come from rural families, farm workers who adjust their other 
activities to supplemental work in the processing plant. We estimate 
that at least 70 percent of our workers would not have employment 
or not be employed except for the availability of work in our 
processing. 

Senator Kennepy. Senator Dirksen? 

Senator Dirksen. I have no questions. 

Senator Kennepy. Do you compete at all with organized plants? 
Are any of the shrimp producers or processors organized ? 

Mr. JoHNson. Well. I think that generally speaking the shrimp 
plants are perhaps not organized. There are occasional plants that 
are. We, of course, compete to a degree with plants making certain 
other products that we deal in such as fish sticks which are more pre- 
dominantly organized. 

Senator Kennepy. How about fish sticks; a good many of those are 
made in New England, are they not? 

Mr. Jounson. Yes. New England I would say is the dominant 
center of production of that particular product. 

Senator Kennepy. They are organized and they are paying a sub- 
stantially higher wage than you are; is that right, Mr. Johnson ? 

Mr. Jounson. My information would be that their average wage 
in that particular product would be above the wage that we pay. 

Senator Kennepy. It would probably go at least above $1.40 an 
hour in the organized plants, or $1.50 an hour. You are talking about 
low wage competition from abroad. It seems to me that your 65 
cents an hour—which is not a living wage regardless of what section 
of the country one comes from—is unfairly competitive with our 
people who pay $1.50 an hour. 

Mr. Jounson. Well, there are many factors that enter into com- 
petition. Of course the processing cost is one. The cost of market- 
ing and distribution is another. In many instances the companies 
which are paying a higher wage have offsetting advantages. For 
example, the New England industries by reason of proximity to their 
basic raw material have an advantage. Also they have an advantage 
in distributive costs in the heavily populated central sections and 
northeastern sections of the country which they dominate. 

Arid you run inte those factors of competition and positive and 
negative advantages throughout the industry and in all phases:of it. 
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Senator Kennepy. We are interested in making sure in this bill 
that no one gets a competitive advantage because they pay a sub- 
standard wage. I agree with you, Mr. Johnson, that this industry has 
been suffering from foreign competition. The Tariff Commission has 
twice found that to be so but for what he considered sufficient reason 
the decision of the Tariff Commission has not been sustained by the 
President. 

There is no reason to question here whether that is really sufficient 
excuse for paying an inadequate wage but the committee will certainly 
examine that. 

Mr. Jounson. The problem I would like to point out to you is a 

matter of survival. Even with the matter of trying to combine as 
many products as possible to give volume and stability of employ- 
ment, and so forth, we have been very hard pressed in our business as 
against these competitive elements to keep afloat. For example, in 
the 10 years of existence of our company, I am quite sure that our 
average net profit for the period has not been over 1 percent. And 
in the last several years after our volume has increased, in our last 
fiscal year the profit was 1.6 percent on our sales, and I don’t see 
how we can operate any closer than that. That is typical of the 
whole industry. 

The matter of seafood is something that moves generally very fast. 
The turnover is fast, and that is necessarily so. The gross margin 
and margin of profit are very low. 

Senator Krnnepy. I want to thank you very much, Mr. Johnson. 
(The documents referred to follow :) 










































Exnuipir A 


Whereas there is now pending before the 86th Congress Senate bill 1046, intro- 
duced by Senator Kennedy and others, the purpose of which is to amend the 
Fair Labor Standards Act of 1988 by increasing the minimum wage, the elimi- 
nation of certain exemptions, and in the making of other changes in connection 
with the Fair Labor Stadards Act; and 

Whereas, the passage of said act would be a serious blow to the fishing in- 
dustry not only by increasing the cost of operations but also by elimination of 
the seadfood industry exemption, which is indispensable to the successful op- 
eration of the seafood business : Now, therefore, be it 

Resolved, That the National Fisheries Institute, the national trade associa- 
tion of the fishery industry in its 14th annual convention assembled in New 
York City on April 15, 1959, does respectfully urge that the aforesaid bill be 
defeated. 
EXHIBIT B 


[Hearings, Before House of Representatives, Committee on Labor, Tuesday, November 6, 
1945] 





STATEMENT OF R. E. STEELE, WASHINGTON REPRESENTATIVE, NATIONAL 
FISHERIES INSTITUTE, WASHINGTON, D.C. 


Mr. Sreece. Mr. Chairman, my name is R. E. Steele, assistant manager of 
the National Fisheries Institute, Inc., 1885 K Street, NW., Washington, D.C. 

I am here representing the institute. Our membership comprises producers, 
processors, distributors, and canners of fishery products. 

I should like to deviate from my prepared statement, because I have two 
other men present in the room who I believe can testify expertly, briefly. 

Mr. RAMSPECK. We can hear only one representative of the organization, 
Mr. Steele. 

Mr. STEELE. The two other persons present are not employees of our trade 
association. 
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Mr. Ramspeck. The committee adoptéd the rule in the beginning of these 
hearings, which is contained in the notices that went out, that we could hear 
witnesses only representing national organizations, and only one witness for 
each organization. If you want somebody else to testify you better put them 
on, because I am only going to hear one. The others can file statements if they 
want to, but I am not going to deviate from that rule. 

Mr. STEELE. All right. With your permission, then, I will read into the 
record the statements which have been handed to me by these gentlemen. 

Mr. RAMSPECK. You can read your own statement and file the others. I 
don’t want to sit here and listen to you read someone else’s statement. 

Mr. STEELE. All right sir. I will proceed then. I will tell you briefly our 
contention. We want to retain the present exemption that we already have 
for the fisheries in the Fair Labor Standards Act. We think that conditions 
in the industry have not changed to any degree since 1938, when the Fair 
Labor Standards Act was first passed. The arguments pro and con at that 
time pretty well established the fact that Congress acted wisely in giving an 
outright exemption to the fishing industry. At that time Judge Bland of 
Virginia, took the lead, as he always has in fishery problems. To our way of 
looking at it, he is the sage of the fishing industry and has always come to the 
front for all phases of the industry, rather than any one particular part of it. 
I am sorry that Judge Bland is not here this morning. He handed me a letter, 
which I have here, under date of November 5, addressed to Mr. Ray Steele, 
National Fisheries Institute, Washington, D.C. It read as follows [reading] : 

“DEAR Mr. STEELE: Enclosed I hand you a letter from the Virginia Fisheries 
Association to me regarding amendments to the Fair Labor Standards Act, 
S. 13849 and S. 1282. 

“IT know these conditions Mr. Hodges relates from intimate knowledge over 
a long life among the fishermen and an acquaintance with the conditions 
under which they work. The letter from Mr. Hodges which is enclosed is 
absolutely correct and it portrays the picture very accurately. I heartily 
endorse every statement he has made and I hope that the Committee on Labor, 
before whom you will appear tomorrow will amend the bills so as to take care 
of the situation pointed out. I regret that my circumstances are such that I 
cannot be with you tomorrow when you will appear before this committee. 

“Yours very sincerely, 
“S. O. BLAND.” 

With your permission I would like to file that letter and the letter from the 
Virginia Fisheries Association. 

Mr. Ramspeck. All right. Hand the reporter the letter from the Virginia 
Fisheries Association and he will put it into the record. 

(The letter referred to is as follows :) 

VIRGINIA FISHERIES ASSOCIATION, 
Norfolk, Va., November 8, 1945. 
Re amendments to the Fair Labor Standards Act, S. 1349 and S. 1282. 
Hon. 8S. O. BLAND, 
Chairman, Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 


Dear Mr. BLAND: Being familiar with problems of the fishing industry as 
you are, and knowing the nature of its operations as you do, it is unnecessary 
to remind you of the hardship that would result if some of the exemptions to 
the Wage and Hour Act now effective were denied the fishing industry, 

It would seem that the brief of the National Fisheries Institute in opposition 
to these bills, covers the overall situation pretty well. However, they seemingly 
have overlooked emphasizing a situation that is outstandingly peculiar to 
pound-net and haul-seine fishing along the mid-Atlantic coast in particular, and 
perhaps is applicable to the same type fishing in other sections as well. 

Operations of these fishermen are controlled entirely by wind and tide. They 
simply cannot establish or operate on a fixed schedule for fishing; they must 
fish on a definite tide stage, which varies from day to day, regardless of the 
hour; if weather or other conditions prevent their fishing on one tide, they 
must stand by for the next tide, which would be approximately 4 hours later, 
or lose their day’s work. Furthermore, their operations being of a seasonal 
nature, they must make the most of the opportunity while the run of fish 
lasts. We understand, of course, that fishing would continue to be exempt 
under these bills, but the question is, how could these fishermen operate without 
the shore packing plants, and how could the shore packing plants service 
these fishermen without parallel exemption, when these facts are considered : 
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This class of fishermen, almost without exception, has no facilities whatever, 
either aboard their boats or ashore, for icing and packing their fish to prevent 
spoilage. They rely upon shore packing plants for this service and protection 
for their catch. Consequently, operations of shore packing plants handling 
this class of fish are as indefinite and as drawn out insofar as time is concerned 
as is actual fishing. Both operations are so closely coordinated there can be 
no real difference or distinction between them. Such being facts, it should be 
obvious that if shore packing plants were denied similar wage and hour exemp- 
tion to fishermen, it would automatically restrict fishing operations to whatever 
standard of hours that were adopted by shore packing plants, and much less 
production and income would certainly result for fishermen. 

We would not offer any objection to compliance with whatever minimum wage 
that might be adopted. We might even be inclined to withdraw serious objection 
to maximum hour standards applying to processing and freezing, provided a 
compromise should appear absolutely necessary in order to obtain the most 
overall benefit for the fishing industry. But unless shore packing plants are 
granted continued exemption from the maximum hour feature of this act, it 
would mean insolvency for them, or greatly reduced production and income for 
fishermen, or perhaps both. 

Your support in opposition to these bills referred to will be very greatly 
appreciated. 

Yours very truly, 





V. L. Hopces, Secretary. 


Mr. STee.e. Referring, now, specifically to the matters contained in the pro- 
posed amendment I would like to introduce, if I may, this brief of the National 
Fisheries Institute, Inc., and the statement of the Oyster Institute of North 
America. 

Mr. RAMSPECK. We will be glad to have them in the record. 

(The documents referred to are as follows: ) 


BRIEF 


Filed by: National Fisheries Institute, Inc., Washington, D.C. 

Before: Labor Committee of the House. 

Subject: Amendments to Fair Labor Standards Act: H.R. 3914, 3839, 3841, 
3844, 3837, 3928. 

The National Fisheries Institute, Inc., is a nonprofit corporation with 
its principal office in Washington, D.C. It has among its membership 
employer groups engaged in the producing, processing, distributing, and 
canning of fishery products in the United States and its Territories. The 
institute is rather new, having only been permanently organized in April 
1945. Promoting the welfare of the commercial fisheries of the United 
States, its Territories, and possessions is its chief purpose. 

The above-mentioned amendments of the Fair Labor Standards Act of 
1938 vitally affect each segment of the fishing industry, and, in particular, 
the employer groups. These groups, as a matter of course, include most 
of the vested interests of the entire industry. 


WHAT THE AMENDMENTS DO 


Both amendments with respect to the fisheries contain this provision: 

6. Section 13 of the act shall be amended to read as follows: 

“Sec. 18(a). The provisions of sections 6 and 7 shall not apply with 
respect to * * * or (4) any employee employed in the catching, taking, 
harvesting, cultivating, or farming of any kind of fish, shellfish, crustacea, 
sponges, seaweeds, or other aquatic forms of animal and vegetable life, in- 
cluding the going to and returning from work.” 

The following has been left out of the original provision: “and including 
employment in the loading, unloading, or packing of such products for ship- 
ment or in propagating, processing, marketing, freezing, canning, curing, 
storing, or disturbing the above products or byproducts thereof.” 

It thus is apparent that the sponsor of these amendments intends that 
the exemption under the act should apply only to offshore fishermen. In 
round numbers, it is estimated by the Fish and Wildlife Service of the 
Department of the Interior that 90,000 shore workers are engaged in our 
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commercial fisheries; this compared with 110,000 fishermen engaged in the 
offshore operations. The industry, therefore, as a whole can be said to be 
fairly well divided between onshore and offshore operations. 


HISTORY OF THE EXEMPTION UNDER THE ACT FOR THE FISHERIES 


No case is perfect without its history. To throw light on the matters 
now under consideration by your committee, we shall not delve into the 
extensive hearings held before the Senate and House before the Fair Labor 
Standards Act was passed by these two bodies, but we shall point out cer- 
tain parts of the debate which appear in the Congressional Record. Here 
we get the last concrete evidence which Congress in its wisdom saw fit to 
act upon before finally passing the act. 

In May 1938, when the House was considering amendments on the floor 
to S. 2475 (Fair Labor Standards Act), there were three or four proposed 
amendments under the exemption clause which pertained to the fisheries. 
The one which finally passed and later was adopted by the Senate is as 
follows: 

“Amendment offered by Mr. Bland, page 58, line 11, strike out the words: 
‘any employee employed in the taking of fish, seafoods, or sponges’ and 
insert in lieu thereof the following: ‘any employee employed in the catching, 
taking, harvesting, cultivating, or farming of any kind of fish, shellfish, 
crustacea, sponges, seaweeds, or other aquatic forms of animal and vege- 
table life, including the going to and returning from work, and including 
employment in the loading, unloading, or packing of such products for ship- 
ment, or in propagating, processing, marketing, freezing, canning, curing, 
storing, or distributing :” (Congressional Record, p. 9871, May 24, 1938). 

Congressman Bland for years has been termed the “sage” of the fishing 
industry. For years he has fostered and supported legislation beneficial to it 
without prejudice to any one segment. In sponsoring the amendment above 
referred to, we herein quote some of the remarks made by Mr. Bland in the 
May 24, 1938, Congressional Record. After offering the amendment the first 
time he stated: 

“Mr. Chairman, if this amendment is adopted, there will be offered in 
section 11 an amendment containing the necessary exemptions with reference 
to this industry. 

“It will be noted that in this particular section agriculture is defined. I 
was interested in the remarks of the prime mover of this legislation, the 
gentleman from Massachusetts, in which he said that obviously agriculture 
should be exempted. By all the rules that apply to agriculture, and then some, 
the fishery industry ought to be exempted. If there is any industry under 
heaven that cannot measure its operations by the rules that are applicable 
under this bill, it is the fishery industry. It is as varied in the different 
sections of the country almost, as the different fishing sections themselves, 
some by reason of participation in the fish caught, some by reason of wages, 
as well as various other operations. The industry is confronted not alone by 
the vicissitudes that apply to agriculture, but also wind, wave, action of the 
tide, fogs, and various other conditions that must, necessarily, determine 
operations in the fishery industry. You may legislate all you please as to 
the number of hours, but the fish that are running will not obey your 
legislation. (Laughter.) You may legislate all you please with respect to 
any provision in this bill, but when it comes to fogs and waves and wind 
and tide you are dealing with a situation that is far beyond this bill or the 
operation of any bill. You are dealing, when you deal with the fishery 
industry, with a condition that needs assistance, that needs help, and has 
received just about as little as any industry in the country. 

“When the tariff law was written, fish were not being imported in the 
large quantities that they are now and fish were largely on the free list. 
The result is that we today are confronted not alone with various vicissitudes 
in this country, but we are confronted with Japanese fish coming into this 
country, and some taken practically from our own borders. 

“I ask you, in defense of this great interest, that it be given the same 
benefits that are given to agriculture.” (Pp. 9747 and 9748.) 

Again after Mr. Bland had introduced his amendment, which passed, he 
stated: 

“Mr. Chairman, I realize the apparent concession which was just a moment 
ago made, but I am not satisfied that the statement on the floor of the House 
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is a sufficient concession for the Department to interpret that to be law, 
which by the express language is not law. This amendment is not the same, 
In the last amendment I was trying to define the fishery industry. I am now 
dealing with those persons in agriculture. It is said that persons employed 
in agriculture are exempt, and yet when we deal with the fishery industry, 
we exempt only those who are employed in taking fish, seafoods, and sponges, 

“In other words, if you were to apply the same amendment to agriculture 
you would exempt only the persons that are gathering the potatoes from 
the field, only the persons who are gathering the corn that has been raised, 
only the persons who are picking the cotton. You would not exempt the 
essential industry, the essential work, and essential employment that goes 
into the taking of the fish. In other words, when you are dealing with the 
nets in the sea you are not exempting the persons who have the labor of 
putting down those nets, you are not exempting the persons who again and 
again must go out to put out the nets, but you are exempting only the 
person who goes out and actually takes the fish out of the net after they 
are collected. By no process of interpretation of the English language can 
we make this amendment do that which I believe the committee intended 
it todo” (pp. 9781 and 9782). 

During the same debate, when exemptions were sought for agriculture, 
Congressman Mott made the following comment concerning the exemption 
for the fisheries: | 

“Mr. Chairman, I cannot agree with the gentleman from Wisconsin that | 
adoption of the Coffee amendment would exclude from the provisions of the 
bill the many articles he has named. According to the list he reads, the 
Coffee amendment would exempt practically everything from textiles to 
automobiles. I do not believe that is a correct interpretation of the amend- 
ment. However, if it is, and if the amendment is to be adopted, then I 
think we certainly ought to include among the exemptions in this bill the 
processing of a product as perishable as fish. 

“Mr. Chairman, fish must be processed and canned on the day they are 
caught. The canneries must operate every day and usually they must 
operate every night when the fish are being taken. In this respect there 
is no difference between a salmon cannery and a fruit cannery. There is 
every reason why the processing of fish should be exempted from the pro- 
visions of the pending bill if the processing of fresh fruits is to be exempted. 
That is all my amendment undertakes to do. It simply adds the words 
‘fisheries or sea-food products’ to the provisions of the Coffee amendment” 
(pp. 9761 and 9762). 

It can well be seen that Congress in 1938 believed there would be no dis- 
tinction drawn between the offshore and the onshore workers in the fishing 
industry. As far as we have been able to ascertain, there is no more 


reason to make a differentiation in 1945 as far as workers or employeees 





are concerned, that there was in 1938. The industry is beginning to level 
off after having been faced with many wartime restrictions. 
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By reason of the institute’s being a new organization, it is not fortified 
with figures to give Congress a complete picture of the earnings of em- 
ployees in different segments of the industry. In this brief, the committee 
will therefore please excuse us from this phase. There are, however, sev- 
eral matters which have come to the attention of the institution which have 
to deal with the practical application of such legislation if adopted. One 
is, can it be administered properly ? 

Many shore workers in the fishing industry are engaged part time in 
agrieulture.. The latter industry is exempt under the act. Suppose, for 
example, that a farmer in North Carolina employs 3 farm hands 3 hours in 
1 day as agriculture employees and 6 hours the same day on shore handling 
river herring which run in abundance in certain rivers of that and other 
States during periods of the spring. And suppose further that this exists for 
a whole week. Will the farmer-fisherman, or employer, obey the law? Will 
the Government be able to enforce it if he does not? This example is typical 
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of many overlapping and integrated operations when agricultural and 
fishery commodities are involved. In the South, shellfish and agricultural] 
commodities are often handled by the same labor. 

Because of the uniqueness of the fishing industry, Congress has had to 
exercise caution when passing laws attempting to control it. When caution 
has not been exercised very unsatisfactory results have occurred. Reference 
is made to the establishment of price ceilings for shrimp. It is common 
knowledge in the industry and among Government officials alike that the 
greater percentage of this commodity moved on a black market. Any move 
to police the industry has gone for naught. While the Government has not 
removed its ceilings, nevertheless the order establishing them has proven 
administratively impossible of enforcement. 

Another example of how difficult it would be to administer the act if the 
proposed amendments are enacted into law is brought out by a recent deci- 
sion of the Interstate Commerce Commission arising under the Motor 
Carrier Act. In this case, the Commission finally ruled that all fish and 
shellfish are processed unless they are transported in the manner and form 
that they are taken from the water, dead or alive. If this holding is correct, 
the fishermen who head or gut fish at sea would fall into the class of 
processors. This raises two questions: 

1. Are fishermen, who are exempt under the amendment for their 
offshore duties, to be exempt when fishing and not exempt when heading 
or gutting fish? 

2. If headed and gutted fish are not processed because the work is done 
at sea, who will be able to determine if fish in the wholesale or retail 
channels of distributors were processed in that manner or the heading 
and gutting done on shore? 

We submit that the two methods of heading and gutting fish are followed 
quite extensively. 


WILL THE AMENDMENTS FORCE THE PRICE OF FISH TO A DANGEROUSLY HIGH 
LEVEL? 


Because of a scarcity of protein food, chiefly meat and poultry, the fish- 
ing industry during the war has enjoyed widespread prosperity. In fact 
the scarcity of meat and poultry has caused fish prices to rise to specula- 
tively high prices. But even with high prices the minimum wage paid 
to workers in certain parts of the South is 50 cents per hour for women 
and 60 cents per hour for men. These figures were obtained from the Fish 
and Wildlife Service of the Department of the Interior. This Department 
estimates that the southern industry (all States south of Maryland and 
along the gulf to, but not including, California) would have to pay 

2,600,000 more than at present for the first year under the 65-cent-per- 
hour minimum, and $4,900,000 under the 75-cent-per-hour minimum. With 
the added production costs, it is quite natural to assume that higher prices 
than the wartime prices would be sought by persons who sell to consumers. 
Since fish prices are abnormally out of line already with competing prod- 
ucts, the effect of the amendments might sign the death knell of the south- 
ern industry. Furthermore, the inland distributor who sells southern 
fish and seafood in competition with meats and poultry would suffer a 
like effect. 

NO SUBSIDY FOR FISH 


At the present time, the financial structure of the fishing industry is 
built on rugged individuals who own it. There is no subsidy to support it 
when the lean years come along, and for this reason, the Congress can- 
not afford to take chances by experimenting with laws which might aptly 
apply to other industries having subsidies. 

Furthermore, the law of supply and demand has operated to the satis- 
faction of most of the industry. The supply of fish, because they are unseen 
until caught, is regulated by nature. As Congressman Bland stated when 
the original exemption was enacted for the entire fisheries, “You may legis- 
late all you please as to the number of hours, but the fish that are running 
will not obey your legislation.” 
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CURRENT INFORMATION CONCERNING CONSUMPTION AND PRICE FIGURES FOR 
FISHERY PRODUCTS 


In order that this committee can get a pretty clear picture of whas has 
happened in the fishing industry during the first week of October 1945, we 
submit a report from the Fish and Wildlife Service of the Department of 
the Interior, which reads as follows: 

“Both New York and Chicago report fresh-water market sluggish. Chi- 
eago sales off 40 to 60 percent with country outlets not buying and eastern 
dealers offering prices below ceiling some species. New York reports fresh- 
water price decline very evident and demand poor despite light supply. 

“New York reports salt-water market sluggish although little price 
change. Resistance in moving most items. Boston reports drop in retail 
sales locally from month ago of 25 to 80 percent retail counter sales gen- 
erally and 50 percent in chainstore sales. Prices unchanged. Expects 
unions limit catch if prices drop. 

“New Orleans reports 40 percent drop retail sales and 15 percent in 
restaurant consumption with at least one producer beginning freezing. 
Jacksonville says prices spanish mackerel down 5 to 7 cents and mullet 1 
to 2 cents per pound with decline of 15 to 25 percent in demand. 

“Increased meat and poultry supplies and reduced ration points require- 
ments claimed mainly responsible. Boston also blames lack of popular 
varieties, high prices for fish, and reduction of Government requirements, 
while New Orleans claims lack of fats for frying also responsible.” 

Because of the fact that the bottom seems to be falling out of the fishing 
market, the board of directors of the National Fisheries Institute, Inc., at 
its meeting in Chicago, lll.. on October 9, 1945, sent the following wire to 
Mr. Chester Bowles, Price Administrator : 

“The directors of the National Fisheries Institute, Inc., representing 
all sections of the Nation, at a meeting this afternoon unanimously adopted 
a resolution petitioning the Office of Price Administration to immediately 
remove all ceilings on fish, shellfish, and fishery products. Current Fish 
and Wildlife Service reports indicate a decline in sales ranging from 20 
to 60 percent in many areas. Prices on uncontrolled species have already 
declined drastically. Fish prices in general are too high, thus making it 
impossible for the industry to compete with other food products, which 
are becoming increasingly plentiful. Removal of all ceilings will stabilize 
distribution and provide an increased supply with a general lowering of 
prices to the consumer. Prompt consideration of this matter is urgently 
requested.” 

While the above information does not directly bear on wages and hours, 
it does substantiate our position that in dealing with a commodity as perish- 
able as fish most anything is likely to happen to the price structure. It 
is quite evident that the public demand for fish, when certain other foods 
are plentiful, is not sufficient to permit the cost of fishery products to be 
driven to artificially high levels. 


THE THWARTING OF NEW INDUSTRIES 


At the present time there is underway on the west coast the construction 
of a factory ship which will catch and process fish and seafood on the 
high seas. The labor to be employed on this ship will be by contract and 
there will be taken into consideration the amount of room, board, and keep 
paid by the employer when the employee’s salary is computed. The pro- 
vision in the amendment under discussion will be very dangerous in the 
minds of the persons who are financially interested in this factory ship. 
Furthermore, at a time when the fishing industry is attempting to increase 
the cohsumption of its products by such new methods as above described, 
the feeling is that there should not be any further money invested in such 
experiments, if the exemption, which is now provided for the fishing in- 
dustry under the wage and hour law, is taken away. 

Under our lend-lease arrangement with Russia, this Nation in 1942, on 
the west coast equipped a number of modern factory ships for the Russians 
to use in catching and processing fish on board. Members of our industry 
feel that every effort should be made to give our industry an incentive to 
build up our own factory ships rather than build them for a competitor 
which will fish in the same areas as our own ships. Unfavorable labor 
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legislation only plays into the hands of our foreign competitors. The least 
we think we can ask is for Congress to leave the Fair Labor Standards 
Act as it is rather than embark on an uncharted course. 
Respectfully submitted. 
RAYMOND E. STEELE, 


Assistant General Manager. 
Dated: November 6, 1945. 


BRIEF 


Filed by: The Oyster Institute of North America, Washington, D.C., Lewis 
Radcliffe, director. 

Before: Labor Subcommittee of the House. 

Subject: Amendments to the Fair Labor Standards Act as proposed in 
H.R. 3914 (companion bill to 8S. 1349) and other bills. 


The Oyster Institute of North America was created by the board of 
directors of the Oyster Growers and Dealers Association of North America, 
Inc., on August 5, 1935, to promote good public relations and function in 
respect to research, promotion, advertising, publicity, etc., with its principal 
office in Washington, D.C. Its membership includes persons or firms en- 
gaged in growing or packing of oysters from Massachusetts to Louisiana. 
It is estimated that its members handle about 75 percent of the catch of 
fresh oysters produced on our east coast. The oyster industry is the largest 
employer of labor of any branch of the fishing industry. Because of simi- 
larity, of conditions in the various branches of the fisheries, my remarks 
for the most part apply to the fisheries generally. 

H.R. 3914 would modify the provision of section 18(a)(5) of the Fair 
Labor Standards Act of 19388 limiting the exemption to those employed: “In 
the catching, taking, harvesting, cultivating, or farming of any kind of 
fish, shellfish, crustacea, sponges, seaweeds, or other aquatic forms of 
animal and vegetable life, including the going to and returning from 
work.” 

We are opposed to having any change made in this section of the law 
and therefore urge elimination of the above change from the bill. 

Since the beginning of the war the Office of the Coordinator of Fisheries, 
in order to stimulate production of more food, has authorized the con- 
struction of 2,128 fishing craft, all but 85 of which are expected to be com- 
pleted before the end of the year. As a result our fisheries will have a 
productive capacity greater than ever before in history. Now that the war 
has ended and larger supplies of meat and poultry are becoming available to 
our people, the fishing industry will face a most critical situation in the 
months ahead. As a matter of fact, a survey made in early October indi- 
eates a very heavy dropping off in the demand for fishery products. New 
England retail sales in independent stores dropped 25 to 30 percent and 
some chains as much as 50 percent. In the New York area dealers ex- 
perienced difficulty in marketing saltwater species which are under price 
ceilings, and the trade in freshwater species showed a marked decline in 
prices despite light supply. Chicago dealers reported drops of 40 to 60 
percent and on the guif coast retail sales were reported down about 40 per- 
cent. In Florida demand declined 15 to 25 percent with similar declines 
in the Chesapeake area. Sales of chains in Seattle dropped off about 50 
percent with declines of 15 to 75 percent in independent stores. The results 
cited above are based on a survey made by the Fish and Wildlife Service 
of the Department of the Interior. 

As the supplies of meat and poultry become more plentiful it appears 
self-evident that the fishing industry is in for some very difficult times. 
Those in the fisheries do not share in many of the benefits accorded to the 
farmers of the Nation. By way of illustration, support prices have been 
provided for many of the products produced on the farm for a period of 
2 years after the end of the war. Furthermore, farmers have been bene 
fiting from crop subsidies in which the fisheries have not shared. Under 
the circumstances, we hope that the Congress in its wisdom will not add 
further handicaps to those engaged in the fisheries such as the proposed 
changes in section 13(a)(5) of the labor law but will give consideration 
to the practicability of according to them comparable benefits to those given 
to the farmer. 
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It should also be remembered that labor costs in the food industries are 
very high. In the fisheries it is estimated that labor represents 62 percent 
of the cost of production as compared with 19 percent in the chemical 
industry, 36.5 percent in the machinery industry, 44.4 in the iron and steel 
industry, and 49.9 in the textile industry. It should be self-evident that the 
fisheries are least able to take on added labor costs while support prices 
for the farmer's products stave off disaster for them. 

Many thousands of those engaged in harvesting fishery products or work- 
ing in the packing plants are farmer-fishermen. They work on farms dur- 
ing the summer months and fish in the fall, winter, and spring. Many of 
the oyster-packing plants cannot engage in full production until sufficient 
labor has left the farms to shuck oysters and perform other labor. Many 
of the oyster tongers are independent operators and therefore would not be 
covered by the proposed exemption, yet they are in direct competition with 
the large oyster farmer or packer and create an unstable market situation 
which this proposed amendment would only aggravate and tend to further 
demoralize the industry. In fact, the activities of these tongers (and other 
independent operators) are not limited to the catching but include the 
unloading, shucking, packing, and all shore activities of the industry, 
through the medium of the family unit. In the Chesapeake this practice 
is sufficiently prevalent that a distinctive name has been given these family 
units, who are known as water-bushers. The fact that they would not 
come under the provisions of the proposed exemption could easily lead to the 
severe crippling of larger operators. 

In his testimony before the Senate Education and Labor Committee on 
S. 1349 on October 5, 1945, Mr. L. Metcalfe Walling, Administrator of the 
fair labor standards law, admitted certain inequities in the proposed amend- 
ment with respect to the unloading of fishing vessels and the cleaning and 
filleting of fish by the fishermen. If one were willing to make a careful 
study of the fisheries he would find these inequities multiplied many times. 

Fish and shellfish are numbered among our most perishable foods. They 
are caught under conditions over which man has no control—weather, fogs, 
tides, seasonal variations in runs, and many other factors. Wide variations 
in supply may result in a famine or a glut taxing the facilities of the 
fisherman to handle his catch and shore operators to get it to market in 
good condition. 

The moment the fish dies, bacteria in the water surrounding it and in the 
gills and body slime begin to multiply and bring about putrefaction. The 
warmer the water in which the fish is caught the shorter the period of 
rigor mortis and the sooner spoilage begins. Meat is improved by a ripen- 
ing process. Not so fish. It must be iced down or frozen or cured or 
canned with the utmost speed. When iced down it must be kept constantly 
surrounded with plenty of ice whether on the fishing vessel, in the packing 
plant, on the steamer or railroad en route to market, in the storage space 
of the jobber or retailer, wherever it may be. I presume there are some 
in this very room who say they do not like fish and yet 9 times out of 10 
if they caught the fish themselves they would eat it and enjoy it. Their 
dislike comes not from eating fish but eating stale fish. Somewhere along 
the line, someone was unable to keep the fish under proper storage condi- 
tions. I can assure you gentlemen that the approval of this proposed 
amendment to section 13(a) (5) of the existing law will make it more diffi- 
cult for us to supply you with good fish and make it harder for the fishing 
fleets built as the result of wartime pressures to continue to operate. 

Good fish can only be offered our people at the price of eternal vigilance 
from the time it comes over the side of the boat until it is placed in pan 
or oven for cooking for your dinner. Because of scarcities and gluts, the 
fisheries cannot be operated on an assembly-line basis, or restricted to a 
40-hour week. Labor may be employed at top speed for 12 or more hours 
on a particular day or it may have little or nothing to do. In a market 
center like Chicago or Detroit the handlers of fish cannot limit their work- 
ing hours to a particular section of the day but must adjust their hours to 
meet expected truck, train, or boat arrivals to give prompt attention to the 
shipment when received. 

The demand for fish is subject to marked fluctuations because of social, 
racial, and sectarian customs. In the summer when fish are generally 
plentiful and the weather is fair, popular demand declines. In the Lenten 
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season when fish are in great demand, it is often difficult to obtain sufficient 
supplies to meet the market needs. 

About SO percent of the weekly sales of fresh and frozen fish are made on 
Monday, Thursday, and Friday. The packer, jobber, and retailer must ad- 
just his business to these conditions. About 75 percent of sales of fresh 
oysters are made during October, November, and December. Fluctuations 
in supply add to the headaches of the men in the fish business. Before the 
Government imposes further restrictions on freedom of operations it should 
determine very accurately the cumulative effect of such changes in existing 
law. 

Men in the fish business are not deailng with a stock article like an auto- 
mobile part but with more than 160 varieties each differing from the other, 
each dependent upon special skills in handling, processing, marketing, to 
preserve the fine qualities of each variety and to prepare them for the con- 
sumer in the manner in most demand as filleted, frozen, smoked, cured, 
canned, with endless variations in each case. In all these processes remem- 
ber that you are dealing with a very perishable commodity—a few hours 
lack of proper attention whether on the boat, at the landing pier, in truck 
or train en route to market, in the warehouse or retail outlet at point of 
consumption and the product has spoiled. Everytime you impose an op- 
erating: restriction anywhere along the line you make it more hazardous 
for the operator to get the fish to you in good condition. 

As long as we have not been given many of the aids supplied to farmers 
such as support prices, extension service aids, subsidies, etc., which would 
lessen the danger of a market collapse, we pray that the Congress will not 
impose any further handicaps on our methods which will increase costs of 
doing business, and add to our difficulties in marketing fishery products of 
high quality. 

In conclusion, I trust that I have made it clear that the complexities of 
the business, the perishability of the product, etc., make it impracticable to 
draw any such dividing line between fishermen and land operations as would 
be required by the change in section 13(a) (5) of the law and would lead 
to widespread lack of compliance. Therefore, we urge that section 13(a) 
(5) of the law be not changed. 

Mr. STeeLe. I might say in conclusion that we feel that we should retain the 
exemption as it is, because the fishing industry has learned to live under this 
exemption. It has worked out fairly well for an industry that has had to oper- 
ate under the law of supply and demand. Most of the shore workers who 
would be affected by this amendment already belong to unions and they have 
worked out contracts satisfactory to management. All through the war I think 
the fishing industry has done very well. We can see no reason for a change at 
this time and we hope that the Congress, in its wisdom, will not make any change 
affecting the fishing industry. 

Mr. RamMspPecK. If Congress opens up the question of coverage, the coverage 
of the present act will be restricted rather than enlarged. That is why I per- 
sonally am opposed to opening up that question at this time. 

I have no questions. Do you have any questions, Mr. Randolph? 

Mr. RANDOLPH. No sir. 

Mr. RAMSPECK. Thank you, Mr. Steele. 


EXHIBIT C 


FAIR LABOR STANDARDS ACT AMENDMENTS 


U.S. SENATE, 
COMMITTEE ON LABOR AND PUBLIC WELFARE, 
SUBCOMMITTEE ON LABOR, 
Thursday, April 29, 1948 


STATEMENT OF JOHN A. FULHAM, REPRESENTATIVE, NATIONAL FISHERIES INSTI- 
TUTE, INC. 


Mr. FutnHam. Mr. Chairman and gentlemen of this committee, by name is 
John A. Fulham. I am treasurer of the Fulham & Herbert Fish Co., located 
in the port of Boston, Mass. I am New England regional director of the 
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National Fisheries Institute, whose headquarters are here in Washington. I 
am also a director of the Massachusetts Fisheries Association, with headquarters 
located in Boston, Mass. I wish to present this statement on behalf of the 
National Fisheries Institute, Inc., the Massachusetts Fisheries Association, 
Inc., the Fisheries Industry of the United States and Alaska, in regard to 
the fisheries exemption, section 13(a) (5) of the Fair Labor Standards Act. 

It is my understanding that at the current hearing being held by the 
Committee on Labor and Public Welfare with reference to the Fair Labor 
Standards Act, that evidence has been offered and considered relevant to a 
possible amendment of the fisheries exemption. The National Fisheries In- 
stitute, Inc., the Massachusetts Fisheries Association, Inc., and the fishing 
industry of the United States and Alaska, therefore desire to present to the 
committee a factual statement relevant to the fisheries industry of the United 
States and Alaska. The purpose of the statement is educational and deems 
to demonstrate the economic inadvisability of any amendment to section 
13(a) (5) of the Fair Labor Standards Act. If the committee should so desire, ° 
we would be pleased, at the convenience of the committee, to present a complete 
picture of this industry through moving pictures, exhibits, and oral testimony 
of qualified witnesses. In the interest of brevity, however, the present state- 
ment will be confined to a summary of incontestable facts. 

In speaking for the above stated, I should first like to make known the fact 
that I wholeheartedly endorse the fisheries exemption clause included in Senator 
Ball's bill, S. 2386, where the same appears on page 35, line 13. 

Fish is known to be the most perishable of all edible foods, and in view 
of this fact, it becomes necessary te treat this subject matter with this-in mind. 

The exemption granted to the fishing industry under section 13(a)(5) of 
the Fair Labor Standards Act is most necessary if the fisheries are to get their 
production on the dinner tables of the people in an unspoiled, edible condition. 

Fish must be handled speedily, iced as soon as it is caught, and kept packed in 
ice under controlled refrigeration up to the time of sale to the American house- 
wife. A cod landed in Boston, or a halibut in Seattle, or a salmon in Alaska, is in 
greater need of rapid and efficient handling and proper icing when it reaches St. 
Louis or New York City because of the time limit since it was caught, landed, and 
shipped to market. It is absolutely mandatory that the industry today market a 
product of the highest possible quality, and any delay or impediment contributing 
to delay, increases the difficulties of marketing fish of good quality. Frozen fish 
requires even more careful handling to prevent thawing and rapid deterioration. 

The necessity for this speedy and an efficient method in handling fish products 
is applicable to fish produced in any or all ports in the United States and Alaska. 

Before and since the Fair Labor Standards Act was passed in 1938, the legisla- 
tive history portrays clearly and concisely considerable debate and-discussion on 
the exemption of both the fisheries industry and agriculture. The legislative 
history of this act also portrays an agreement on the exemption which was 
originally advocated by Congressman Bland and which was finally adopted as the 
present exemption clause. It reads as follows: 

“The provisions of sections 206 and 207 of this title shall not apply with 
respect * * * any employee employed in the catching, taking, harvesting, culti- 
vating, or farming of any kind of fish * * * including the going to and returning 
from work and including the employment in the loading and unloading or packing 
such products for shipment, or in the propagating, processing, marketing, freezing, 
canning, curing, storing, or distribution of the above products or byproducts 
thereof * * *.” 

When Congressman Bland advocated this exclusion, he stated: 

“IT am only asking for the seafood and fisheries industry that which has been 
done for agriculture.” 

In the month of November 1940 the interpretive bulletin No. 12 was issued, 
and in this bulletin the then Wage and Hour Administrator said— 

“The legislative history shows clearly that the exemption provided by section 
13(a) (5) was intended to do for the seafood and fish industry that which was 
done in other sections of the act for agriculture.” 

In the release of March 29, 1945, No. A-15, a succeeding Administrator said— 

“Also, since the legislative history indicates that the first part of the exemption 
relating to the catching, taking, ete., of fish, ete., was intended not to be nar- 
rower than the exemption provided for employees employed in agriculture in 
section 13(a)(6) of the act. This part of the exemption is considered to extend 
to employees employed in any practices performed as incident to fishing, fish 
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farming, or similar operations in the same sense as practices referred to in 
section 3(f) in the act are performed as incident to or in connection with the 
farming operations described there.” 

The fishing industry maintains, and I think justly so, that in view of the fact 
that the Congress saw fit to exempt the fisheries since the inception of the act, 
and that since than, succeeding Administrators have appreciated the similarity 
of statutory exemptions between the provisions applying to the fishing industry 
and those provisions applying to agriculture, that it is even more important 
that the exemptions provided by section 13(a)(5) be maintained today, then it 
was when the act was passed. 

Under the Tariff Act of 1930, all imported fish fillets, regardless of species, 
were dutiable at 2% cents per pound. 

Under a reciprocal trade agreement with Canada, which was also applicable 
to all foreign countries, the duties on imported fish fillets of cod, haddock, hake, 
pollock, cusk, and rosefish, was reduced to 1% cents per pound up to 15 million 
pounds or up to 15 percent of the U.S. consumption, whichever is greater. 

The same tariff situation exists today, except that the 15 million pounds men- 
tioned above is now inereased to 22 million pounds because 15 percent of the 
U.S. consumption has now reached that figure. 

Without going too much into detail concerning the so-called headaches of the 
fishing industry, I would like to bring to light at least one of the main reasons 
why the aforementioned exemption clause is more important today than it was 
when the act was passed. I call this the prize boomerang of the century. 

In 1939, Canada, Newfoundland, and Iceland combined, exported to the 
United States 9 million pounds of fish and frozen fish fillets. This was their 
peak of production output prior to World War IT. 

During the past war, our Government in an endeavor to help feed the British 
people, erected over 50—this figure may be checked with the Fish and Wildlife 
Service—fish freezers and processing plants in these three countries. 

With these additional facilities, these countries during the last year of the 
war combined to export to Britain 92 million pounds of frozen fish fillets, and 
38 million pounds to the United States, a total of 130 million pounds. After the 
war, England informed these countries that she no longer needed their help 
because it was necessary for her to protect and build her own domestic fishing 
industry. Consequently this great foreign production, after survey, had no 
other principal market for their products except the United States. 

There follows a table in which is included the exports from Canada, New- 
foundland and Iceland for 3-month period, 1946, 1947 and 1948 and for the 
month of March in 1948; I think it is self-explanatory. The figures are official 
from the Fish and Wildlife Service. 

(The table submitted by Mr. Fulham follows :) 


Imports of groundfish, including rosefish, fillets, March 1949—Preliminary data 


| | , 


3 months ended with March 
Country March 1948! | March 1947 |__ 


1947 1946 


; Pounds Pounds | Pounds Pounds | Pounds 
Canada hale nalts 1, 146, 645 1, 277, 092 5, 882, 840 3, 647, 258 8, 920, 812 
Newfoundland : 974, 150 | 592, 350 3, 599, 951 | 1, 109, 740 | 1, 037, 047 
Iceland __ + i 1, 761, 550 | 495, 000 | 1, 952, 050 | 584, 402 2, 417, 450 


— eS EEE eS 


} | | 
3, 882, 345 | 2, 364,442 | 11, 434, 841 5, 341, 400 | 12, 375, 309 
‘ Data are for Mar, 1-27. 


Mr. FuLHAM. I cite this case because I believe that it shows conclusively 
that the domestic fishing industry is on the ropes and is under a tremendous 
Strain to keep alive in the face of this vicious competition, and further should 
the exemption clause be changed to include our shore workers and others under 
the act, then I feel that the Government will have laid on our shoulders the 
proverbial “last straw.” 

After several interpretive bulletins were issued by the Wage and Hour Ad- 
luinistration which were designed to narrow the current fisheries-exemption 
Clause, a case was finally instituted by the Administrator in Federal court in 
Wilmington, Del., against the Consolidated Fisheries Co., of Lewes, Del. 
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It apparently was the intention of the Wage and Hour Administrator to 
class certain shore-plant employees, namely, watchmen, cooks, certain office 
employees, and odd-job or maintenance men, in the non-exempted class so that 
general provisions of the act would apply. On January 30, 1948, Judge Rodney, 
of the Federal district court in Delaware, rendered his opinion, which I believe 
merits the consideration of every one of the committee who intends to give 
thought to the matter for an exemption for the fisheries. Not only does Judge 
Rodney cover the above-mentioned employees, which incidentally worked in a 
menhaden plant on the east coast, but he pointed out the type of work being 
performed in salmon and tuna canneries on the west coast. He dealt extensively 
with the onshore and offshore phases of the fishing-exemption clause and cited 
the legislative history of it when Congress had it under consideration. After 
a complete exploration of this case by Judge Rodney and consideration given 
all the factors connected with it, his decision reached was as follows: 

“After a full consideration of the exemption herein considered and in the 


light of its legislative history and of the facts of this case, I am of the opinion. 


that the employees here considered were not subject to the provisions of the 
act as to either the wage or hour provisions. A decree may be prepared in 
accordance with this opinion.” 

On April 16, 1948, the Wage and Hour Administrator filed an intention to 
appeal this case with the clerk of the district court in Wilmington, Del. I 
presume the Wage and Hour Division is unhappy over the Rodney decision 
and will continue in its efforts to narrow the exemption clause contained in 
Senator Ball's bill. If it were not for the fact that all the issues affecting 
the fisheries-exemption clause appeared to be before the court, I should suggest 
to you that a different wording be used. The language has been plain to every- 
ohe apparently except the Wage and Hour Administrator. I should hate the 
risk of using other language which might further confuse his Division. It is 
probably better for employers and employees alike to have the matter finally 
adjudicated by the courts. 

Furthermore, I am sure—and you may verify this with Congressman 
Bland—that he, Congressman Bland, did claim this fishery exemption to be 
outright and that the language was sufficient. I am sure that he never antici- 
pated that any Administrator would bring suit to narrow this exemption or 
that any bill might be proposed to eliminate from the exemption clause any 
operation which is as much a part of producing the fish as actually dragging 
or setting a net. 

The main reason why onshore operations have been included as exempt 
for the loading, unloading, or packing of fish for shipment, or in processing, 
marketing, curing, storing or distributing fish products or byproducts thereof is, 
as has been stated before in this brief, their perishability. The same applies 
for shellfish and products thereof. There does not seem to be any logical 
reason for exempting the fisherman in his offshore operations and then placing 
the onshore worker under the act when fishery products have to be handled 
with speed and care on shore as well as on sea. In this connection, I would 
like to again quote Judge Rodney in his decision on the afore-mentioned case 
of the Administrator of the Wage and Hour Division, United States Department 
of Labor vy. The Consolidated Fisheries Company of Lewes, Delaware, when 
he stated: 

“In essence what is here involved is the familiar task of applying the ordinary 
words of a statute, and the congressional intent behind them, to the realities of 
a practical problem. No operation in our modern economy is isolated or unre- 
lated to other activities. Congress does not legislate in a vacuum and laws 
are not written out of dictionaries. To suggest that a man who maintains 
the fishing boat is not engaged in an activity essential to fishing, to rule that 
the fireman who fires the boiler both to produce steam to cook the fish and 
to operate’‘the plant is not engaged in fish processing or to urge that the man 
who readies and maintains and repairs the processing machinery is not essential 
to processing * * * is to distort language out of its ordinary meaning. The 
point of the adage beginning “for want of a nail’ is peculiarly applicable to 
the fishery industry as in any other activity related to the sea. Thus, while 
we think there is a clear answer to the problem of interpretation in the legis- 
lative history, we are likewise confident that in the exploration of these ques- 
tions, our position can likewise rest on this core of commonsense. When 
Congress thought to exempt the fishery industry and when it referred to 
employees engaged in catching, processing, producing, canning, marketing, stor- 
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ing, or distributing of fish, it meant all of those which a fish processor custom- 
arily had to hire at this plant te do the job.” 

I frankly think that the above quote really summarizes the relationship 
between the shore workers and those actually engaged in the fishing operation 
itself. 

According to Mr. Walling, Administrator of the wages and hours law, the 
present exemption embraces about 215,000 workers, of whom about 125,000 are 
fishermen. Where these figures came from I don’t know, but according to 
the files of the Massachusetts Fisheries Association, there are approximately 
230,000 people employed as fishermen and shore workers. Furthermore, if the 
people employed in allied industries were considered, the figure would reach 
in excess of 450,000. 

The CIO has repeatedly asked that all shore workers be removed from the 
exemption provisions of the act. There are two chief reasons why I do not 
believe this to be expedient. One is that a certain amount of processing, such 
as gutting fish and in certain cases the freezing of them, takes place at sea. 
Here is immediate and serious conflict with any proposed change in the exemp- 
tion clause. 

Secondly, it so happens that the chief fish production areas in the United 
States are at or near large shipping and shipbuilding centers and industrial 
areas. The 90,000 or so employees, according the Fish and Wildlife Service 
figures, engaged ashore in the widely scattered fish-producing areas of the 
United States are not sufficiently strong in numbers to set standards of wages. 
Like industries which are predominant in fishing areas, union contracts exist 
between management and employees on about the same terms and conditions 
as apply to other industries. If a lesser wage is paid to fishery shore workers, 
it becomes quite impossible to secure help. 

For comparative purposes, I list below comparative wages paid to skilled and 
unskilled workers in various sections of the United States and in Canada. 

The Canadian figures are very nearly approximate to those of Newfoundland, 
but are higher than the wages paid in Iceland. The inclusion of foreign 
wages in the list below is to further exemplify the fact that competition from 
these countries is an insurmountable hurdle to our domestic industry. 

Senator BALL. We will include the table at this point in the record. 

(The table submitted by Mr. Fulham follows: ) 




































Comparative wages 


Boston Canada 


1946 Perhour | Per hour 
Skilled cantare $1.15 | $0. 78 
Unskilled | 
Male 92 60 
Female 5 40 









Skilled C4 
Unskilled Qs 1. 70 


New York Seattle and 
west coast 





Per hour Per hour 
Skilled $1. 375 $1. 35-$1. 415 
Unskilled 
Male 1. 375 1.28 


Female 





1. 075 








Chicago Gulf coast 









Per hour Per hour 
Skilled $1. 40 $0. 95 
Unskilled -- 
Male 1. 125 75 


Female 60 
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Mr. FuLHAM. The matter of the 60-cent minimum in Senator Ball's bill only 


becomes important economically if the fishery exemption is narrowed or 
eliminated. 


Would like me to explain it, Mr. Chairman? 

Senator BAL. I would, because it seems to me that practically all of the 
areas in the United States are above it. 

Mr. FuLtHAM. A check in the various areas of production in the United 
States indicates that over 60 cents is paid to all classes of workers. However, 
there may be isolated cases where this is not true. Consequently, it appears 
that in view of the above testimony, the matter of retaining the present 
exemption is most important. 

To go back to the explanation, Mr. Chairman, I think my statement there is 
a little bit farfetched. What I mean is this: I think it only becomes impor- 
tant economically if sometime later on, let’s say in a period of X years, where 
we have a very serious depression, and during that depression, in order for 
industry to survive, it becomes mandatory to decrease wages to such an 
extent that some of the people in the industry would then be included in the 
60-cent or less than 60-cent provision. 

Senator Ba... That is true of all industries. 

Mr. FuLHAM. That is true of all industries. 

Senator BALL. As a matter of fact, most of your rates in this law were rewrit- 
ten, say, to provide for a 60-cent minimum, and change the overtime so that it 
simply requires payment of 90 cents, or time and a half on the minimum after 
40 hours. It wouldn't affect your industry very seriously 

Mr. FuLHAM. No, sir: it would not, not under the present wage schedules 
and even less so under the coming rate schedules. 

Senator BALL. Go ahead. 

Mr. FuLtHam. I think that it is only fitting and proper that a word be said 
for the man who has to assume all of the responsibilities in connection with 
the meeting of foreign competition, trying to keep his men employed, paying 
them the going high rates of wages, and fighting to keep the fisheries industry 
in America. 

As already indicated, a filleting industry was built up principally by Ameri- 
can taxpayers’ money in Canada, Newfoundland, and Iceland to provide fillets 
for England during the war. The magnitude of this war development is almost 
beyond comprehension. Millions of dollars were poured into these countries 
largely by the United States to build vessels, freezing plants, and processing 
plants, while in the United States no new plants were built, and for the purpose 
of the record, I wish to correct that. There were little or no new plants built. 
I think the figure on the east coast was three small plants. And most of the 
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large trawlers were taken out of the fisheries to serve in the Armed Forces. 
These facts are not set down in criticism of the war policy then prevailing, but 
they must be taken into account when the United States is asked to perpetuate 
a foreign war baby at the expense of the American fisheries. 

As you can readily see from the comparative list of wages as set forth pre- 
viously in this brief, the American employer could not possibly afford to pay 
overtime rates, if any change was made in the exemption clause 13(a) (5) and 
still stay in business. 

I wish to point out that the Alaska salmon industry employers have a singular 
situation, to which it would be even more difficult to apply any change in the 
exemption clause now in existence. 

In the first place, the law requires that the salmon production must be canned 
within 24 hours after the fish are caught. In the second place, the employer 
must gather together his entire expeditionary force consisting of fishermen, 
processors, canners, carpenters, machinists, nurses, doctors, maintenance crews, 
bookkeepers, timekeepers, cooks, and all other persons necessary for the fishing 
and canning operations, and transport them some 2,000 miles up the coast and 
then transport them back when the operations are completed. 

How would it be possible under these and similar conditions that exist in the 
industry to exempt some workers from the law and not others? 

The above is another good example of the chaos that would be prevalent, 
should any change be made in the present exemption clause. 

If legislation were enacted which would limit the present seafood and fisheries 
exemption under the Fair Labor Standards Act to only those employees em- 
ployed in the catching, taking, and so forth, of fish, it would unavoidably lead 
to innumerable conflicts and disputes. All the various classifications of em- 
ployees within the industry work together, and in some cases even live together, 
to perform the single objective of getting out the various seasons’ production, 
and are all functional parts of one interdependent work unit. 

To apply one set of rules to certain individuals and an inconsistent set of 
rules to certain others, all of whom consider themselves part of the same work 
would inevitably create jealousies, bitterness, and disputes. It could not be 
otherwise. 

Congress should pass legislation for the good of industrial peace and not be 
guilty of enacting legislation which would foster industrial strife and unrest, 
particularly where such legislation could not possibly accomplish any economic 
good. 

It is, therefore, submitted that section 13(a) (5) of the Fair Labor Standards 
Act should not be subject to amendment. 

Senator BaLL. Thank you Mr. Fulham. 

We will recess until 10 a.m. tomorrow. 

(Whereupon, at 3:35 p.m., the subcommittee adjourned, to reconvene at 
10 a.m., April 30, 1948.) 
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EXHIBIT D 


CATCH, UNITED STATES AND ALASKA 


SUMMARY 


The yield of the commercial fisheries of the United States and Alaska in 1958 amounted to 
4.72 billion pounds valued at a record-high 370 million dollars to the fishermen. Compared with 
the 4.78 billion pounds valued at 351 million dollars taken in 1957, the catch was down approxi- 
mately 62 million pounds or 1 percent in volume but registered an increase in value of about 19 
million dollars or 5 percent. Landings of menhaden were below those of the previous year and a 
number of major fisheries (jack and Pacific mackerel, California anchovies, Alaska sea herring, 
whiting, and haddock) recorded marked decreases during 1958. The total catch would have been 
lower had there not been a resurgence in the landings of California sardines and noticeable produc- 
tion gains made in the fisheries far salmon, tuna, Maine sea herring, and Atlantic ocean perch. 
Slight gains were also made in landings of Atlantic flounders and cod and Gulf of Mexico shrimp, 
In 1958, fishermen received the largest amount ever paid for an annual catch largely due to the 
greater landings of California sardines, salmon, and tuna; and higher average prices paid for had 
dock, Pacific halibut, Maine lobsters, and sea scallops. 


Menhaden:--Total landings of menhaden in 1958 amounted to 1.5 billion pounds -- 33 percent 
of the total United States and Alaska catch of fish am shellfish. This was about 145 million 
pounds or 9 percent less than the 1.7 billion-pound production of the previous year and consider- 
ably below the 2.1 billion-pound record catch taken in 1956. Compared with the 1957 landings, the 
New Englend catch in 1958 was 57 percent less and the Middle Atlantic production was 36 percent 
lower. Although there was a 16 percent increase in landings in the Chesapeake area, 20 percent 
in the South Atlantic area, and 18 percent in the Gulf area, the increases were not of such 
magnitude as to overcome the lower production from the more northern areas. 


The 1958 menhaden catch in New England waters was down. It is believed that this was due 
in part to lower water temperatures in the area. The fall "run" of large fish in southern 
Long Island waters was disappointing. In past years these fish occurred in this area in very 
large schools and provided good fishing. In contrast to the reduced catches in northern waters, 
the fall fishery off the North Carolina coast proved to be exceptionally good, Had weather 
conditions along the Carolinas permitted a few more days of fishing, an even larger catch would 
have been taken. 


Tuna:--The catch of tuma landed at Pacific Coast ports in 1958 amounted to 326 million pounds 
valued at 45.5 million dollars. This production, although 31 million pounds greater than that 
landed in 1957, was still far below the recard catch of 1950 when fishermen landed 390 million 
pounds at Pacific Coast ports. Landings of skipjack were above those of 1957 while landings of 
yellowfin were down. A single fishery is prosecuted for these two species. Both are taken prin- 
cipally in the same areas by the same craft and gear. The combined 1955 catch of skipjack and 
yellowfin was above that of 1957 and sold at higher average prices. The auction system of sellin 
fish, inaugurated in 1957, eliminated delays in port between trips and generally uninterrupted 
fishing operations were carried out in 1958. 


Contributing to the increased landings in 1958 was the phenoueual catch of bluefin tuna taken 
by the purse-seine fleet late in the summer. Landings of “luefin tuna in 1958 (31 million pounds) 
established a new record. Landings of albacore wers Less than in 1957 due to the low level of the 
fishery in Southern California. Imports of albacore from Japan were also down. Offsetting these 
trends was the excellent run of albacore off the Pacific Northwest States. Fishermen received 
higher average prices for their albacore catches due to the existing good market demand for these 
fish. 


Salmon:--The 1958 salmon catch on the Pacific Coast of the United States and Alaska amounted 
to 306.9 million pounds valued at 15. million dollars to the fishermen -- about 1.7 million 
pounds and 5.8 million dollars above that of 1957. Production in Alaska was up about 19 percent 
due to the surprising appearance of pink salmon in Bristol Bay and Prince William Sound, Produc- 
tion of pinks was over double that of 1957. However, red salmon catches were below those of the 
previous year while chinook, chum, and silver salmon production was about the same as in 1957. 
The Pacific Coast States catch of salmon was 6 percent above the 1957 production due to an increase 
in the take of red salmon. The United States catch of this species was less than had been 
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anticipated due to a large proportion of the Frazer River red salmon run coming in from the 

gcean around the north end of Vancouver Island in Canadian waters, rather than through the 

Straits of Juan de Fuca where they are accessible to American fishermen. Chinook and silver sal- 
non catches were less than in 1957; chums were taken in larger quantities; and since 1958 was an 
even-numbered year, there were relatively few pink salmon caught. 


Pacific Sardines:--Perhaps the most outstanding development in the country's commercial 
fisheries during 1950 was the resurgence of the Pacific sardine fishery off Southern California 
with the best outlook in recent years for the recovery of this resource to something like its for- 
ner level of productivity. The 203 million pounds landed in 1956 (the largest landings since 1951) 
wre nearly five times the production of the previous year and 19) million pounds above the low 9 
sillion pounds taken in 1953. There were also signs of a good survival of the 1957 and 1958 year 
classes which gives promise of continued good fishing during the next few years. 


Unlike conditions during the previous year, there were no serious labor @ price disputes am 
the southern fleet put to sea promptly on the opening day of the season. Most of the fish taken 
came from the Santa Cruz Rosa area. Comparatively few sardines were caught in the Monterey or 
San Francisco areas. Approximately 75 percent of the sardines processed in the San Francisco and 
Monterey plants were trucked in from the south. 


Shrimp:--Preliminary data indicate that the 1958 shrimp catch amounted to approximately 209.2 
million pounds valued at 73 million dollars. Taken mainly in waters of the Gulf of Mexico, and 
off the South Atlantic and Pacific Northwest States, shrimp provided the greatest revenue to 
(United States fishermen in 1958. The Gulf of Mexico was the major shrimp-producing area and 
acounted for 82 percent of the volume and 87 percent of the value of the total 1958 shrimp catch. 
The Gulf of Mexico yielded more shrimp in 1958 than in the previous year -—— due in part to the 
white shrimp being more abundant in the North Central Gulf area. The industry in the Northwest 
registered important production gains in the catches of cocktail-size shrimp, while landings along 
the South Atlantic Coast were less than in the previous year. 


Sea Herring:--Production in Maine ami Alaska during 1958 totaled 171 million pounds and 89 
aillion pounds respectively. Compared with the 1957 production, the Maine catch was up 11 percent 
in volume while landings in Alaska were down 25 percent. Maine canners, processing these fish as 
sardines, produced nearly 2.1 million standard cases. In Alaska, herring operations were disap- 
pointing in the Kodiak Island ani Prince William Sound areas. However, there was very good 
fishing in Southeast Alaska which partially compensated for the decrease in production from other 
areas. The Alaskan catch was used for reduction and bait. 


Groundfisht--Landings of groundfish and ocean perch, which support the New England fillet 
industry, were about 5 percent above the previous year. Haddock were not so plentiful as in 1957. 
Te catch (119.5 million pounds) was down approximately 1; million pounds. One bright note in the 
1958 haddock fishery was the higher prices paid to fishermen. Average prices were up 2.) cents 
from those in 1957. With haddock production down, receipts of pollock increased. The 1958 catch 
vas almost 11 million pounds above that of 1957. Landings of ocean perch in 1958 were 15 million 
pounds greater than in 1957. Unlike in the previous year, there were no price or labor disputes 
in this fishery during 1958 which resulted in an increase in fishing effort. Some fishing vessels 
ventured to grounds located off Labrador where good fishing success was reported. 


The 1958 United States production of fillets from groundfish ani ocean perch amounted to 99.1 
nillion pounds. Imports of groundfish and ocean perch fillets increased to a record 163.0 million 
pounds in 1958 making up 62 percent of the total domestic supply of these fillets. 


Pacific Mackerels ami Anchovies:--Reflecting the abundance of sardines in 1958 was the sharply 
reduced catches of anchovies amd jack and Pacific mackerel. Fishing for these species is done 
largely by the sardine fleet which in 1958 concentrated on the larger tomage potential, the sardine. 
As @ result, mackerel amd anchovy fishing drifted to a low level. Compared with 1957, the anchovy 
catch was down 31.3 million pounds, jack mackerel suffered a decrease of 59.2 million pounds, and 
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Pacific mackerel production was off 34.9 million pounds. The lack of fishing interest in mack- 
erel was not entirely responsible for the decreased catches. Mackerel appeared to be less 
abundant in California waters than in 1957. Canners of anchovies also had some trouble in that 
the 1958 average size of the fish was generally too small for canning. 


Pacific Halibut:--The 1958 catch of Pacific halibut amounted to 47.9 million pounds valued 
at 7.5 million dollars to the fishermen. Compared with the catch taken in the previous year, the 
1958 production was down lL percent in volume but showed a substantial rise of 16 percent in value, 
The overall average price-per-pound paid for halibut increased from 13.1 cents in 1957 to 15.9 
cents in 1958. Highlighting the 1958 halibut season was the increased utilization of the west- 
ward waters, which include the Bering Sea and the banks bordering the Alaska Peninsula, and the 
opening to fishing of the "nursery grounds" in the Timbered Islet and the Masset areas, which had 
been closed to fishing since the first halibut treaty went into effect in 192. Catches from 
these areas contributed substantially to the overall total 195 catch. 


Leading Ports:--San Pedro, California, which has been the leading port in recent years fron 
the ees of volume landed, retained its number one spot in 1958. Landings at the San Pedro 
docks, consisting primarily of tuna, Pacific sardines, and mackerel, amounted to 360.0 million 
pounds valued at 27.9 million dollars to the fishermen. Lewes, Delaware, an industrial fish port, 
occupied second place with landings of 270.7 million pounds. Practically all of these receipts 
consisted of menhaden which were processed into meal, oil, and solubles. 


Among the ports which handle foodfish species, Gloucester, Massachusetts was second to San 
Pedro. Gloucester landings totaled 230.2 million pounds valued at 8 million dollars to the 
fishermen. San Diego, California, famous as a tuna port, trailed Gloucester in quantity landed 
but led the eastern seaport in the value of receipts. Boston, the second largest seafood port in 
Massachusetts reported landings amounting to 123.5 million pounds valued at 12.6 million dollars, 
New Bedford, the nation's leading sea scallop port, was credited with 111.7 million pounds valued 
at 13.8 million dollars -- higher than Boston's value. Astoria, Oregon, one of the nation's 
salmon and crab ports, recorded landings of 71.3 million pounds while Portland and Rockland, 
Maine, principally ocean perch and sea herring ports, reported landings of 62.1 and 48.9 million 
pounds respectively. 


Among the ports tending to specialize in industrial fish, Reedville, Virginia was second to 
Lewes, Delaware with 217.7 million pounds <= almost entirely menhaden. Other important indus- 
trial-fish ports were the Beaufort-Morehead area of North Carolina (178.6 million pounds), the 
Pascagoula area of Mississippi (163.7 million pounds), Cameron, Louisiana (18.8 million pounds), 
and Empire Louisiana (105.0 million pounds). 
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CATCH OF FISH AND SHELLFISH, 1951 - 1958 


Billions of Pounds a 


Sa 


i 
Total Catch 


4 


Soe egos 
Catch For Industrial Products, Bait, Etc. 
| | 


1951 1952 1953 1954 1955 1956 1957 


Billion Pounds Billion Pounds 





TOTAL CATCH 


“cere 
1 | | 
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CATCH OF CERTAIN SPECIES, 1958 AND 1957 


Record Production 


_-_ 


Thousand | Thousand | Thousand | Thousand Thousand 
Pounds Dollars | Pounds Dollars Pounds 


Fish 


Anchovies, California. .. 40, 547 509 86, Ob 
Goa; Btlantic. . . + ss-s 34,068 | 2,178 307, 583 
Flounders, New England and 
Middle Atlantic States, . 64,293 | 7,939 92,238 
Haddock. . . 133,571 | 10,198 293, 809 
als, Witte. 6 ws ees | 5,745 290 39,918 
Halibut, Pa l 49,899 6,556 66,707 
Herring, | 
| 118,290 1,473 263,200 
a ae ee 153,621 2,312 185,481 
Mackerel: 
SS ee ee 82,012 1,603 16, 522 
PROSTIOS 0 6s Wa | Go 62,044 1,231 146,427 
Menhaden | 1,690,128 22,211 | 2,097,239 
Ocean perch, Atlantic. . . 133,931 5,088 258, 320 
PUEROONS sa B6s6. 4" od %6)% 22,03k 775 40, 694 
Salmon . a | 265,153 | 39,6k1 | 790, 884 
Sardine, Pacific ..... | 45,862 | 1,787 1,502,299 





Tuna, Pacific: | 
RIDRONEO 60 2 «4.0.4.8 46,659 | 6,732 72,415 
Bluefin. .. ee ° | 20, 315 2,417 30,900 
Skipfeck ...ceces 90, 821 9,991 | 153,756 
Yellowfin | 137,240 | 18,194 | 199, 27 





CetGleed' 2... ee | | 295,035 37,33 389, 853 


Whiting. | 133,041 


Shellfish 


Crabs, Dungeness, Pacific 
Coast States. ..... 42,222 | 3,501 42,222 
Lobsters, Maine. . +e 24,403 | 8,954 25, 002 
Scallops, sea 20,99 | 10,180 23,618 
Shrimp: | 
South Atlantic States. . 28,590 9,150 
Gulf Gtatées> < «sc ee |} 168,453 63,288 
Pacific Coast States .. 4,431 371 268, 316 
Alaska... ; 2, 380 309 _ 
Squid, California 12, 4h9 208 40,260 
Other fish, shellfish, 


Oth. cae 1,1h5, 262 111,546 


Grand Total. ... 370, 000 4,778,458 sans | - | 


i/ Preliminary. 




















TO AMEND THE FAIR LABOR STANDARDS ACT 


597 
CURRENT LANDINGS STATISTICS, 1956 


There has been a large increase in recent years in the current collection of information on 
the landings of fishery products in the United States and Alaska, Since 195 the number of monthly 
sate landings bulletins released by the Bureau in cooperation with various State fishery agencies 
is increased from one to fifteen, In addition to these bulletins, statistics on the production 
of menhaden and Alaska herring are obtained for the monthly meal and oil bulletin and on the pack 
of canned salmon in Alaska for the weekly Alaska salmon pack reports, Data on only 9 percent of the 
total domestic catch were not collected on a current basis in 1958, Although the data have been 


sown in as far as possible on a round weight basis, data on Massachusetts represent landed weight. 


Maine : 

Portland. . 
Rocklend. . 
other ports 


Total. . 


Massachusetts: 2 


Boston. 
jloucester. 
New Bedford 
(ther ports 


Total. . 


thode Island. . 
lew York 3/ . . 
jew Jersey 3/ . 
forth Carolina. 
South Carolina. 
jeorgia « « « « 


florida... 5 « « 


Habama . . 
4ssissippi 
louisiana . 
Texas 2 0 
OhhO, 2 2 
washington. 
Oregon. « « 


california: 


L 


/ 


San Diego... 


San Pedro. . 
ther ports . 


Total. .. 


Alaska: 


Halibut... . 


Herring . 
Salmon. . « « 


Total. 


ee 2. Se * 


‘ew York, New Jersey, Dela- 
wre, Maryland, and Virginia 


Menhaden. 


ee 


a 


oe ©. @ @'@ 


Orend Teted, 6 6 a0 0% 


Y Preliminary. 


2/ Landed 


TAN 
dust. 


STATES AND ALASKA INGS, 1958 AND 1957 


Thousand 
Pounds | 


Thousand 
Doliars 


Thousand 
Pounds 


Thousand 
Dollars 


62,100 2,200 2,064 
48,900 2,000 1,433 
206,000 | 14,800 191,206 13,272 


317,000 19,000 | 292,250 16, 769 


123,800 | 12,600 
230, 200 8,000 
111,700 13,800 
50, 700 2,800 


516,400 


59,096 


41,5h6 


135,072 
2b, 928 
104, 334 
53,h12 


541, 74.6 


115,000 
40,900 
L$, 800 

290, 300 
16,200 
20,000 

174,100 
10,300 

204, 5000 

304 , 000 

134,800 
19,100 

166 ,000 
57,800 


142,080 
40,583 
53,989 

237,156 
24,402 
18,802 

164,100 
11,688 

207,660 

222, 800 

140, 310 
25,964 

142,751 
57,69k 


12h, 300 
380 ,000 
176,200 


680 , 500 


120,900 
332, 800 
159,471 


613,171 
27, 700 
118,290 


203,437 
21,690 


371,117 


1,089,406 
| 4,398,172 
380, 287 
4,778,458 


Excluding whale prod.c 


L, 336, 300 


379,700 | 
716,000 


316,550 
53,450 
370,000 


weight. 3/ Excluding menhaden, 4/ 
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CATCH OF FISH AND SHELLFISH, 1921 - 1956 


ae Catch for | Catch for Total 


San Pi 
| Pounds | a 
— — —_ 7 
1921 ar 80k, aan 
1922 1; = 942 
1923 1,807 919 uf 
192k 1, 87h | oat 
1925 2,029 | Camer’ 
1926 2,198 San D 
1927 | 2,172 806 | Bosto 
25370 
2,601 
2,478 
25129 
1,864 


| 
| 
| 


19k1 


1943 
19hh, 
1945 
196 
1947 
19L8 
1949 
1950 
1951 
1952 
1953 
195L, 2,685 
1955 2,564 
1956 2,67 
1957 246k 
1958 3/ | 2,620 2,096 





1/ Manufactured into meal, oil, fish solubles, homogenized-condensed fish, shell products, and 
used as bait and animal food, 2/ Not available, 2 Preliminary *Record, 
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LANDINGS AT CERTAIN UNITED STATES PORTS, 1958 1/ 


Important Species 


San Pedro, California. .. Tuna, Pacific sardine, mackerel 
Lewes, Delaware. . . 2 Menhaden 


Reedville, Virginia, ... Menhaden 


Gloucester, Massachusetts, Ocean perch, industrial fish, 
whiting 
Beaufort-Morehead City, N. © | Menhaden 


Pascagoula Area, Mississippi Menhaden and other industrial fish 
Cameron, Louisiana . . « « « Menhaden, shrimp 

San Diego, California. .. . Tuna 

Boston, Massachusetts, .. . - | Haddock, pollock, cod 

New Bedford, Massachusetts , | Industrial fish, flounders, sea 
scallops 

Menhaden and other industrial fish 
Salmon, crabs, bottomfish 

Ocean perch, sea herring 

Ocean perch, sea herring 


Empire, Louisiana, . 
Astoria, Oregon. . . 
Portland, Maine. .. 
Rockland, Maine. » « 


l/ Preliminary. 2/ Not available, 


Notes--The largest landings made at a United States port occurred in 1950 when 88,235,000 pounds 
of fish and shellfish were landed in the San Pedro area, This catch was valued at $38,050,116 


vhich was likewise the greatest value ever received by fishermen for a catch landed at a United 
States fishing port in a single year, 


DISPOSITION OF CATCH, 1958 AND 1957 
(Round weight) 
1958 1/ 
Million Million 


Pounds Percent Pounds Percent 


Fresh and frosen , , 1,483 31.4 1,6 30,3 
Canned fish. . « « « 1,117 2304 


Cured fish oeeneee 88 1,8 
Byproducts and bait, | 2,127 bh.5 


Total ee ecee 
Y Preliminary, 


DISPOSITION OF CATCH, 1958 


Ryproducts and Bait 


1,903 Million Pounds 
40.4% 
Fresh and Frozen 
Peal 1,483 Million Pounds 


1,242 Million Pounds 31.4% 
Cc ; PI 
ured In addition, quanti- 
88 Million Pounds 26.3% 


ties of waste from 


Fisk were used for 


Ryproducts 


j 
i 
j 
{ 
Fresh and Processed 
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CATCH BY MONTHS 


ere is considerabie variation in the catch of fish tnroughout the year, with the larger 
gs of most species occurring during the summer months. Landings during the four-month 
period from June to September inclusive, accounted for 63 percent of the 1958 catch. Sources 
from which data on current landings are obtained are shown in Fishery Leaflet 432, entitled 
‘Fishery Statistical Publications of the Fish and wildlife Service", which is available free upon 
ffi Information, U. 5. Fi i ife Service, Washington 25, D, C, 


UTILIZATION OF FISH AND SHELLFISH, 1958 


= 
e 
no 


Catch for 1/ 
Industrial Products 


Million 
| Percent Pounds 


106.9 

97.3 
125.3 
180.9 
368 0 
596.8 
90k, .3 
779.5 
671.2 
330.9 
282.4 
272.1 


| b,716.0 


5 
o 


January. .« 
February 
March. « « 
April. .. 
May. « « « 
June . . 2 « 


moa = sen o> St oS oo of 


July « 2 0 
August... 
September. 
October. 
November . . 
December . 


g wee 
Mm@worwnaOnU ww 
Oo IMOAwW Aw @NM @OAM0 


Manufectured 
used as bait and 


MONTHLY CATCH AND UTILIZATION OF FISH AND SHELLFISH, 1955 


Total Catch 
Catch for Food 


Catch for Industrial 
Products 


May June July Aug. Sept. 
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DOMESTIC CATCH FROM WATERS OFF THE UNITED STATES 
AND ON THE HIGH SEAS OFF FOREIGN COASTS, 1958 


Waters off High Seas off 


Area and Species U.S. Coast Foreign Coasts 


Thousand 


Pounds 
atlantic and Gulf States: ~ 7 a 


New Englands 


Gays css ‘ 34,100 
Flounders. . . ° 56, 900 


Haddock. ... 93,000 
Hake, white. 3,900 


Halibut. ... ° ei 200 
Ocean perch. ° 3,200 
Pollock. . . ° 27,500 


Whiting. .. 106,200 
Wolffish . 600 


Other. . « « 


497, 300 
TMs <s) a aaee 855, 900 


Middle Atlantic, Chesapeake, and 
Atlantic States, unclassified . . 1,497,000 








Gulf: 
Red snapper. . 5,500 
Shrimp . 2... 136, 700 
Other. . 2. © : 598, 900 


Total. . «© mn wae tue 741,100 | 
Total Atlantic Gulf States 


Pacific Coast States and Alaska: 
Washington, Oregon, and Alaska: 
Bottomfish (Washington and Oregon) 
Halibut. . . « we «© 





79, 300 
47,900 
306, 900 
12,100 
51,100 
106,700 


TUMA 2 « o 
Crabs. .. 
Other. . 


Total. . 


Californias 
Bonito . . 
Mackerel: 
Jack . « « 
Pacific. . <« « 
Sardine, Pacific 
ee 
Yellowtail 
Other. »« ee o « 


Total. « és 


Total Pacific Coast States 
RIMS <6 4% and 058 Oe OR 


Great Lakes and Mississippi River States 
Grand -TEGEL. cc's we ec cee 8s 4,213,400 
\/ Principally flounders, cod, Pacifie ocean perch, rockfishes, sablefish, and lingcod. 





602 TO AMEND THE FAIR LABOR STANDARDS ACT 


CATCH BY AREAS AND STATES 


During 1958, the commercial catch of fish and shellfish landed at ports on the Atlantic Coast 
amounted to 53 percent of the United States and Alaska total. Pacific Coast States accounted for 


19 percent; the Gulf States, 17 percent; Alaska, 8 percent; and the Great Lakes and Mississippi 
River areas, 3 percent. 


SUMMARY OF UNITED STATES AND ALASKA CATCH - BY AREAS, 1958 AND 1957 


Million Percent Million Percent 
Pounds of Total Pounds of Total 


Atlantic Coast. . . 62sec. 2,502 53 2,741 57 
Pacific Coast . ... + « s 90h, 19 821 17 
Galt Genet, 2s « s «os 0 780 17 692 15 

371 8 


Great Lakes and Mississippi River 150 153 3 


lS eae oe 
Preliminary. 


In 1957, the State of California led all other States in the production and value of fish ani 
shellfish -- total landings in this State amounted to almost 621 million pounds valued at nearly 
51 million dollars to the fishermen, The catch of fishery products landed at Massachusetts ports 
(581 million pounds valued at approximately 38 million dollars) was second in both quantity and 
value. New Jersey (almost 473 million pounds) followed Massachusetts in poundage while Texas 
with a catch valued at 34 million dollars was third in value. 


UNITED STATES AND ALASKA CATCH - BY AREAS AND STATES, 1957 


Percentage in Order of Volume 
Area and State for Principal 
Catches of Fish and Shellfish 


Thousand 
Dollars 


NEW ENGLAND 
Maine: 
Fish. « «ee Sea herring (58%), ocean perch (25%) 
Gielifish, ete. ...<«- Northern lobsters (83%) 
Total . « « 
New Hampshire: 
BE. 66 a0 010 8 Alewives (SL%), smelt (39%) 
Shellfish, etc. . a Northern lobsters (97%) 
|) ee 


Massachusetts: 


a ° 551,17 25,367 | Haddock (232%), whiting (20%), ocean 


perch (13%) 
Shellfish, etc. 29,915 12,569 | Sea scallop meats (60%), northern 


mt; .; : 581,062 37,936 lobsters (11%), clam meats (10%) 


(Continued on next page) 
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UNITED STATES AND ALASKA CATCH - BY AREAS AND STATES, 1957 - Continued 


Percentage in Order of Volume 
Area and State Catch for Principal 
Catches of rish and Shellfish 


Thousand | Thousand 
Pounds Dollars 
"EW ENGLAND - Continued 
Rhode Island: 
Pigs. o)6! a ant < é 135,450 | 2,545 | Industrial fish (71%), menhaden (15%) 
SuekiZiee 66 i) cow wn. 6,630 | 2,060 | Clam meats (61%), squid (22%) 
oo: ea | 142,080 4,605 
Connecticut: 


WRB asin " 13,4460 | 642 | Industrial fish (52%), flounders (16%) 
Shellfish . ‘ ‘ 959 472 | Oyster meats (25%), clam meats (23%), 
northern lobsters (19%) 


ee 14,419 1,114 
Total New 1,030,883 60,810 
MIDDLE ATLANTIC 


New York: 


Wish. 6 es ss “ac | 1b7,411 | 4,269 | Menhaden (79%) 
Snelbfieh 2s 6 10, 242 4,754 | Clam meats (52%), sea scallop meats (18%) 
oyster meats (10%) 


157,653 


New Jersey: 


Waa rk ois ; | bb8,792 Menhaden (93%) 
Shellfish, etc. . 23,710 


Clam meats (75%), oyster meats (11%) 
SORGL «0.8 6:8 | &72,501 
Delaware: 


Ne a a 288, 09k Menhaden (99%) 
Shellfish, etc. .... 9,874 - Crabs (50%), oyster meats (42%) 
WE sa as 88S 297, 968 


Total Middle Atlantic | 928,122 
CHESAPEAKE 
Maryland: 


Fis. 6c tet eee ee 16,823 Alewives (20%), menhaden (1%), shad (14) 
Shellfish, etc | 50, 362 Crabs (63%), oyster meats (28%) 


| 67,185 








Virginia: 


WAG 6 ck a ek SON | 332,417 Menhaden (40%) 
Shellfish, etc. .. ‘ 47,721 »ul Crabs (564), oyster meats (42%) 
Oe ole a ee 350,138 


Total Chesapeake. . . | 447,323 


SOUTH ATLANTIC 
North Carolina: 
Pee ae ‘ 216,131 Menhaden (80%) 
Shellfish, etc. .... 21,027 Crabs (55%), shrimp (38%) 
ee e 237,158 


South Carolina: 


_ rrr. 2 | 12,270 511 | Menhaden (57%), mullet (21%), spot (17%) 
Shellfish, etc. 12,132 2,304 | Shrimp (55%), crabs (30%) 


WE é2%% ie 24, 402 2,815 
(Cont inued on next page) 
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TO AMEND THE FAIR LABOR STANDARDS ACT 


UNITED STATES AND ALASKA CATCH - BY AREAS AND STATES, 1957 - Continued 


Percentage in 
Area and State C for Principal 
Catches of Fish and Shellfish 


Thousand | Thousand 

Pounds Dollars 

SOUTH ATLANTIC - Continued 
Georgia: 


Fish. King whiting (50%), shad (27%) 
Shellfish, etc 9 5 Crabs (50%), shrimp (49%) 


” 


eo} 
40OUGBl « «© © oo 


Florida, East Coast: 


Menhaden (40%), catfish and bullheads (211 
Crabs (53%), shrimp (2%) 


Total . 
Total South Atlantic. . | 335,188 
Total Atlantic Coast. . | 2,741,516 1L2, 322 


GULF 
Florida, West Coast: 





1 
57,291 | 5,861 | manapper (at) groupers (11%), red 
51,94 | 18, 344 | Shrimp 813} ’ ‘sila (114) 


Total . | 109,275 24, 205 
Alabama: 
Fish... ss ° ee . Mullet (46%), red snapper (30%) 


Shellfish... 3 7! 3 Shrimp (69%), crabs (17%), oyster 
meats (15%) 


Mississippi: : 
Fish. . ‘ 194,811 Menhaden (73%), industrial fish (26%) 
Shellfish . . | 12,8b9 | j Shrimp (74%), crabs (19%) 

Total . « ‘ é | 207,660 
Louisiana: 
Fish. « « e ee oe | 168,651 | > Menhaden (97%) 
Shellfish, ete. ee 54,149 6 Shrimp (63%), oyster meats (19%), 
crabs (17%) 





Rae. Ss PAP os 222,800 


Texas: 
Fish, . ss 62, 327 5 Menhaden (92%) 
Shelifish . .. 2s cbs 77, 983 > Shrimp (98%) 


140, 310 
Total Gulf. 


PACIFIC 
Washington: 
Fass + 6 «« fs ‘ 118, 564 16,113 | Salmon (38%), halibut (18%), flounders 
(12%) 
Shellfish. . d 2k, 187 3,207 | Crabs (46%), oyster meats (1%), shrimp 
(10%) 





Total... bo een 142,751 19,320 


(Continued on next page) 
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UNITED STATES AND ALASKA CATCH - BY AREAS AND STATES, 1957 - Continued 


Area and State 


PACIFIC - Continued 
Oregon: 
Faaes oe + 6 
Shellfish. . 
Total... 


California: 
Fish. 
Shellfish... 
Whale products. 


Total .. « « 


Total Pacific 


LAKES 
New York, fish. . 


Pennsylvania, fish. . 


Ohio, fish. ... 


Michigan, fish. . 


Indiana, fish. . 


Illinois, fish. . 


Wisconsin: 
Pish,. « eo c 


Shellfish .. 
Total . « « 


Minnesota, fish 
Total Lakes 


MISSISSIPPI RIVER 
Alabama: 
Fish. . « ee 
Shellfish 


Total .. 


Arkansas: 


Fishe oe eee eo 


Shellfish, etc. 
Total . . se 


Illinois: 


Fish, ee eee ss 


Shellfish, etc. 
Total .. 


Percentage in Order of Volume 
Catch for Principal 
Catches of Fish and Shellfisn 


Thousand | Thousand 
Pounds Dollars 


Lh, 762 4,874 | Flounders (32%), salmon (25%), rock- 
fishes (16%) 
Crabs (93%) 


576,761 47,024 | Tuma (51%), mackerel (25%) 
36,410 3,253 | Crabs (53%), squid (31%) 
7,567 577 | O11 (43), meal (338), meat (2L%) 


620, 738 50, 85h 


821,183 76,152 


230 | Blue pike (49%), whitefish (16%) 


U9 | Blue pike (35%), yellow perch (29%), 
whitefish (282) 


Yellow perch (3U%), yellow pike (18%), 
sheepshead (142) 


2,536 | Lake herring (28%), smelt (2%), chubs 
(19%) 


| 
Yellow perch (97%) 


238 | Chubs (82%), yellow perch (18f) 


Chubs (33%), lake herring (28%), yellow 
perch (11€), carp (11%) 
Crawfish (100%) 


4,752 327 | Lake herring (672) 





Catfish (48%), buffalofish (29%) 
Mussel shells (100%) 


Buffalofish (Lut), carp (20%) 
Mussel shells (99%) 


Carp (0%), buffalofish (29%), catfish 
(172) 
Mussel shells (56%) 


(Continued on next page) 
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UNITED STATES AND ALASKA CATCH - BY AREAS AND STATES, 1957 = Continued 






Percentage in Order of Volume 
Area and State | Catch for Principal 
Catches of Fish and Shellfish 













| Thousand | Thousand 
Pounds Dollars 


MISSISSIPPI RIVER - Continued 












Indiana: | 
Pishssc 2 0 0 oe 016 6 © 67 6 | Carp (522) 
Shellfish . . « « 0 ee. 4,00 Mussel shells (100%) 
Peal» 6 0 0 0 ok te 467 14 





Iows, fish. . 3,413 Carp (34%), buffalofish (28%) 




















ee a a a ; 89 1h | Carp (922) 
Kentucky: 
PARs* <u m 0 ow 0 @ 4,496 813 | Catfish (364), buffalofish (264), carp 
(2s) 
Shellfish ... cece 3,868 100 | Mussel shells (100%) 






Louisiana: 


Fish. . 2 ee es cee 6 5,994 1,000 | Buffalofish (42%), catfish (30%), 
sheepshead (13%) 
Shellfish, etc. .... 507 201 | Crawfish (89%) 








Total 2c ew te eee ts 












Minnesota: 


WARS a <>. 0 eee e 8 8,254 674 | Carp (uh%), bullheads (23%) 
Shellfish, etc. . 2. « « « 


Total . . « e 





Mississippi: 
Fish. «2 ccccrceee 2,374 373 | Buffalofish (51%), catfish (26%) 
Shellfish, etc. Turtles (100%) 


Total . 


































Missouri, fish. . ...¢-. ar? 5S | Carp (40£), buffalofish (32%) 
Montana, fish. .....-s kl | 5 | Buffalofish (100%) 








Nebraska, fish. .....-. Carp (79%) 





North Dakota, fish. 





Bullheads (87%) 





Oklahoma, fish... Buffalofish (50%), carp (32%) 








South Dakota, fish. Carp (52%), sheepshead (31%) 





Tennessee: 
DOS ae is ok ei oe 3, 466 620 | Catfish (49%), buffalofish (25%), carp 


(15%) 
Shellfish, etc. ..... = Mussel shells (99%) 


Tots 4 2 sa a eS 8 8 








Texas, fish... «ee ee 





Buffalofish (74%), carp (2b%) 








Wisconsin: 
ne ig a es eae Carp (52%), sheepshead (40%) 
Shellfish, etc. ....-. 2 Turtles (100%) 











Totel . . « 0 Be! ste % 


(Continued on next page) 
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TO AMEND THE FAIR LABOR STANDARDS ACT 
UNITED STATES AND ALASKA CATCH - BY AREAS AND STATES, 1957 - Continued 


Percentage in Order of Volume 
Area and State for Principal 
Catches of Fish and Shellfish 


Total Mississippi 
ALASKA 
Southeastern: 


FI 4 4 8 155,200 sass) (50%), sea herring (32%), halibut 
15 
Shellfish . 2,684 Shrimp (884) 


Total . . 157,884 
Central: 


Fish... 151,120 Salmon (51%), sea herring (46%) 
Shellfish 4 13, 388 Crabs (9%) 


Total . 16h, 508 
Western: 


2. errr ee Salmon (100%) 
Shellfish... . Crabs (100%) 


a a & ées 


Total Alaska. . ‘ 371,117 31,554 


TOTAL, UNITED STATES 
AND ALASKA: 


Fimisv cs sss 8 6 4, 182,185 
Shellfish, etc. .. 588, 706 
Whale Products. ... 7,567 


Grand Total . .... 4,778,458 


>. 


QUANTITY OF GEAR USED AND CATCH BY GEAR, 1957 


l/ Less than 500 pounds or dollars, 


Catch 


Principal Species Taken 
Thousand |Percent 
Pound. 


Purse Seines and 


lampara Nets... . 2,187,217 | Menhaden, Pacific sardine, mackerel, 
salmon, tuna, sea herring 
1,156,184 Groundfish, industrial fish, shrimp 
420, 1h) | Tuna, crabs, halibut, salmon 


Otter Trawle. .. 
Hooks and Baits . 
Gill Nets . 2 « « 
Pots and Traps. . . 


. ) Salmon, lake fish, mullet 
e Crabs, lobsters, sea bass 
Pound Nets. . 2... « Salmon, alewives 


Stop Nets and Seines. 


Sea herring 
IECEQOE.is o G2 0 0 6 


Oysters, crabs, clams, sea 
scallops 

Carp, mullet, spot, croaker, 
buffalofish, menhaden 


Haul Seines . . 2. « 


Rc wre So 


Total 2 oe 6 e 4,778,458] 100 | 











TO 





AMEND THE FAIR LABOR STANDARDS 


RELATIVE VOLUME OF THE CATCH BY SPECIES, 1957 









Percent 
of Total 






Quantity 










Thousand 
Pounds 


cece eee e 1,690,128 


Thousand 
Pounds 





Percent 




















































































35h 2,097,239 -* 
ateie te centck ecb 296,735 6.2 391,454 tu 
Herring, sea: | | oy 
QStientie. . . wc ee 161, 602 3.4 1902 200,598 Me 
Pacific .. 2... oe 120,577 2.5 263,200 Cr 
Fl 
i 0 wy He. 282,179 Le 
a C1 
i aikescatecetoee: rs 5.5 . 
Industriel fish l/.... 2h1, 391 5.1 " 
Shrimp. .... aia 203, 882 4.3 = 
Sy oe ee oe ee 171, 339 3.6 a 
Ocean perch, Atlantic. . 133,931 2.8 
ROU 5 as ca a 8 Ore | 133,571 2.8 
a ra 133,041 2.8 He 
Flounders .....0.. 117, 357 2.5 
Jack mackerel ...... 82,012 1.7 
a a ae ae 71,658 1.5 
Mackerel, Pacific .... 62,04 1.3 
Alewives. « .sescee 57, 542 1.2 
Halibut, Pacific. .... | 49,899 1.0 C 
Cod: 
Atlentic. . . ccc ee 34, 068 7 1880 307, 583 
Pecstia ss ees see 11,928 3 1915 32,681 
a a ee oe 45,996 
- W 
Sardine, Pacific. .... 45,862 1.0 1936 1,502,299 s 
ee eee 40,554 8 1953 86, OL I 
PINGS 4.0% © 6 3 0 8 39, 958 8 1902 43, 385 ™ 
Wc a cc 0 4 8 «as 39,888 8 1951 43, 385 c 
Scup or porgy. . ied | 34, 108 oT 195k 46, 909 4 
Catfish and bullheads . . 31,172 af 1956 34,824 c 
Lobsters, northern, . . . | 30,155 6 1889 30,772 I 
ak wa ewe Se 29,861 6 1908 42,759 s 
Rockfishes. . ....s.-. 27,697 6 1945 57, 686 } 
Palioek<s¢-.°8 dass é 22,034 5 1938 4O,69L ‘ 
Scallops, sea..... ° 20,994 & 1953 23,618 : 
Mussel shells ...... 19,015 ok - - 
eer 18,997 h 195 64, 668 : 
Es at ace @< %. 6% 8 18,488 ok 1946 40, 260 ( 
Herring: | 
Thread. wee ccwae | 15,554 3 1957 15,554 
ae Ta etaate 5 fel 14,810 a 1899 59, 91k 
Buffalofish.... quiet 14,009 3 1950 25,873 
Sheepshead, frech-wnter q | 13,485 an 1957 13,485 
Seblefiah «.ese axe «cards| 12, 337 3 195 17,750 
Yellow perch. . . ..«. 12,293 3 193k 16,282 , 
MN COS a hae aw 2 12,228 3 1890 43,000 
Crabs . . 2 0 0 00 © @ @ 11, 318 22 1956 11,430 
| |) 10, 267 of 1939 17,151 
aes ites a 9,780 2 1956 10,676 
Sea bass, black (Atlantic) 9,606 en 1952 21,997 
ee 9,410 «2 1902 23,457 
I iccernieriemaimimtionns ment 9,174 2 1952 15,863 
Ocean perch, Pacific. . . 9,037 ja 1954 11,171 
OE oe isneione bnew 158,509 3.3 - - 


Total... +++ I I a nie niall : 


Unclassified species for bait, reduction, and animal food, 
/ First year in which an oyster survey was made in all regions, 







3 
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Species 


Shrimp. e« 
Salmon. . 
Tuma@e « « 


oysters ‘ 
Menhaden, e 
CrabS « e e 
Flounders e i 
Lobsters, northern, . 
Clams eee = *e . 
Haddock « eee eee 
Scallops, sea . « « « 
Halibut, Pacific. .. 
Catfish and bullheads 
Ocean perch, Atlantic 


Herring, sea: 
Atlantic. . 
Pacific . . 


Total. 


Cod: 
Atlantic. . 
Pacific . « 


Total. . 


Whiting . . « « 

Snapper, red. . 

Industrial fish 

Mullet. .. ee . 
Chubs . ce ec 0 . 
Scup or porgy « « « 
Croaker . 2 2 0 0 « 
Buffalofish . 2... 
Sardine, Pacific. . 
Yellow pike . «« « 
Jack mackerel eee 
Shad, . . * - 7 . . 
Lobsters, spiny . . 
Scallops, bay « e « 
Carpe we we eoceece 
Sea trout or weakfish, 
epotteds vs ec cceee 
Mackerel, Pacific . . « « 
Yellow perch. . . os « 
Sea bass, black (Atlantic 
Rockfishes, eeeeeee 
Herring, lake . 
Sablefish . . e 
Striped bass, . 
Blue pike .. . 
Butterfish, . e 
Whitefish, common . 


Cm £66 6.6.4 2 &. oe Ee 8 
ee. Gs 2 oe 8. @ 9 Se oe. 8: @ 


Groupers., . . « « 
Pollock 6 + 0 ee 
Alewives. . 2 o« 
Spanish mackerel, 
Other . . > *e 


Total. eee 
1/ Unclassified species for 


oeeteeeeeete 
“er ee eeeeere 
o2eoeeeenDs 0 @¢.0..f 


RELATIVE VALUE OF THE CATCH BY SPECIES, 1957 














15,228 
351,116 
bait, reduction, and animal food, 








Record Value 


Thousand 


11,Lh9 
9,013 





6,L12 
12,597 


3,798 
25152 








TO AMEND THE FAIR LABOR STANDARDS ACT 


EMPLOYMENT, FISHING CRAFT, AND ESTABLISHMENTS, 1957, 195v, 1940, AND 1930 


Item 1957 1950 1940 1930 


Number 


Persons employed: 
Direct: 

PESRBEMON 2 ew ce tee eet ee 138,171 161,463 124,795 119,716 

eee eee 3,024 4, 916 3,955 u, 501 


Shore workers ... ee ecercece 96,585 | 102,015 90,215 78, 996 
Indirect: 


Allied industries (gear, manufacture, 
boat building, processing equipment, 
etc.)... ° . oie. 0 S48he “o 300, 000 300, 000 210,000 200, 000 





° 537,780 428,965 403,213 


Craft utilized: 
Fishing: 

Vessels (5 net tons and over) 11,496 5,562 &, 374 

Sir tet ek Se ee 46, 067 31,055 35,437 


a a . 34, 747 35,193 37, 961 
Transporting: 


Vessels (5 net tons and over) . i 1,313 1,325 1,419 
SE SUN 6 oie oe tee 4 8 827 726 1,363 


Seba) 6 crac ta- ets ss rare oR 79,427 94, 450 73,861 80,554 





Vessels documented for fishing for the 
first time during the year. ..... (1) 


Fishery shore establishments: 
QIMSMB. SD te ee ee ee ewe 260 
Pacific Coast States. . ...ee- 
Atlantic Coast and Gulf States, . 2,02) 
Great Lakes and Mississippi River 
Ns cs 6 0 a 4 os See 6 402 


Rs aoe e te oerdte te 60 2,995 
1/ Not available. 


FUR SEALS 


TAKE AND AVERAGE VALUE OF PRIBILOF ISLANDS FUR-SFAL SKINS, 1956-1958 


Average 
Value 
At 
Fall Auction 


122,826 
93,608 
78,919 


Note:--In 1956, for the first time, large numbers of female fur-seal skins were taken. Only & 
few of them have been sold and studies are being made as to the best method of disposal of these 


ds: 
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PER CAPITA CONSUMPTION 


The per capita consumption of fish and shellfish in the United States amounted to 10.) pounds 
(edible weight) in 1958 —— slightly above that of the two previous years. Consumption of fresh 
and frozen fish remained the same as in 1957, although less than in 1956, while that of canned 
products registered a slight increase, Consumption of cured products during 1958 is estimated 
to have been .6 pounds per capita -- the same as in the previous two years, 


PER CAPITA CONSUMPTION OF FISH AND SHELLFISH, 1956 = 1958 


(Edible weight) 
EEE ee a ee. ee ee ee 
Item 1958 1/ 1957 2/ 1956 
2 Ss 
Pounds Pounds 
Fish and Shellfish: | — | se 
Fresh and frozen. . «s+ eee 5.6 5.6 
Cannede wo cc ecec nec ece | Le 369 
Cepef@ cc cececeeeeeees 


. 
Total, »eececceceves } 10,1 


1/ Preliminary. 
2/ Revised, 


UNITED STATES PER CAPITA SUPPLY OF CERTAIN 
FISHERY ‘TEMS, VARIOUS YEARS, 1936 - 1958 
(Pounds of edible meat) 


Sardines 1/ | Tuna ; Shrim 
Salmon Ocean Perch Fillets 
| Pacific and Jack | Pacific and Maine | 2/ and Blocks 3/ | w 


ggg 


| | } All 
Canned | Canned Canned Canned Fresh and Frozen | Preparations 


} 
| 
3.07 | 1.26 | us | 0.7h | 0,35 
0,29 2643 1.16 | 0,50 | 0.74 | eS 
| 


T 
Mackerel, | Groundfish and 
| 


0.33 2.33 | 0,81 oh? | 0.77 0.k5 
0.30 1.89 1.29 0,62 0.79 0,h8 
0,48 | 1.62 0.77 | O62 | 9,81 0,52 


0.2h 1.19 1.04 0.69 lls 
0.47 1.47 | 0.55 0.79 | 1.14 
0,32 1.5 1.35 | 0,90 | 1.26 

25 | el2 1,00 oO. ! 1,32 
Ok 1.37 1.56 1.33 1.30 
0,26 | Led? 0,40 1.06 1.38 
0.42 1.45 0.38 1,30 1,46 
0.14 | 1427 6.61 40 1.40 
0.09 | 1,28 0.86 kd | 1.50 
0.15 |} 1,00 | 0,40 oli 1.51 } 
0,29 1.16 | 0.% 1,60 | 1.41 
0.25 1,01 | 0.45 } 1.61 | 1.53 
0,11 1.07 | 0.61 | 1.79 Leh? | 


a en SSS SSS SS SSS 


Y Includes imports of some herring for the years prior to 1950, 


2/ Includes imports of bonito and yellowtail for the years prior to 1949, Exports were not available 
for the same years, 


3/ Imports aud frozen inventories not available prior to 1939, 

VY Frozen inventories not available prior to 1939, Weight based on uncooked edible meat, 
SY Bxports not available, 

6/ Preliminary, 


Noter—-This table was compiled from available data on domestic production, imports, and exports, 
In additien, inventory records of frozen items were used in compiling data on shrimp, and ground- 
fish (including ocean perch) fillets and blocks; estimated canned inventories were used for tuna 
for all years, and for mackerel, salmon, and sardines for 1958, 
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PRICE INDEXES 


WHOLESALE AVERAGE PRICES AND INDEXES FOR EDIBLE FISH AND SHELLFISH, 
DECEMBER, 1958 


roup, Subgroup, and Point of unit 4¥8* Prices 1/ Indexes 
Item Specification Pricing ($) (194 7-49-100) 


Dec. Nov, Dec. Nov. Oct. 
1958 1958 1958 1958 1958 
&1l Fish & Shellfish (Fresh, Frozen, 
end Cornmed. . . cs 0 0 0 6 6 6 07s 66 6» 66s bse. 8 6 0 6s 6. 0 0 SINGS Be, bree 


Fresh & Frozen Fishery Products: ... 2 cecececccecccccc ce 6 Le 2li7oh UW%2 
Drawn, Dressed, or Whole Finfish: 1... eececceseccsecccecelited 2f15500 16092 

Haddock, lge., offshore, drawn, 
fresh. . 2 0 0 0 0 0 0 0 0 oo ~=Bosten lb. 023 015 =. 235.0 152.3 149.0 
Halibut, west., 20/60 lbs., 
dressed,, fresh or frozen. . New York lb. 03k e354 = 102 105.2 106.2 
Salmon, king, large & medium, 
dressed, fresh or frozen... New York 1b. 078) =176.9 2/17h.1 182.6 
Whitefish, Lake Superior, 
drawn, fresh . . « « « » «© « « Chicago lb. e73 =: 185.9 179.7 161.1 
Whitefish, Lake Erie pound or 
gill net, round, fresh... . New York lb. 290 75 =: 182.0 151.7 182.0 
Yellow pike, Lake Michigan and 
Huron, round, fresh. . . + « « New York lb. 265 250 152.4 117.3 138.4 


Processed, Fresh (Fish and 

Shellfish): 7s 66 64 © 2's 886 06 O88 0-8 o. 6 0 0 -S & 2.4 8 6 148.0 138.7 140.8 
Fillets, haddock, small, skins 
on, 20—lb, tins. . « « « « « « « Boston lb. 262 48 211.0 163.3 170.1 
Shrimp, large, (26-30 count), 
headless, fresh, .. +. +++ + New York lb. 288 efl 139.0 128.0 131.1 
Oysters, shucked, standards... Norfolk gale 6.00 6,00 148.5 148.5 148.5 


Processed, Frozen (Fish & Shellfish): eevee eeeeree eee eee 10,0 13565 133.1 
Fillets: Flounder, skinless, 
l-lb, package . . « « « Boston lb. ol2 elk2 108.6 108.6 108.6 
Haddock, sml., skins on, 
l-lb package. . « « « « Boston lb. ehl ell 128.7 127.1 127.1 
Ocean perch, skins on, 
l-lb package. . . . + Gloucester lb, e31 030) =—12h.9 120.8 120.8 
Shrimp, large (26-30 count) 
5-lb. package. «eeseseess Chicago lb. 291 286 139.6 132.7 128.5 


Canned Fishery Products: oeeee © eer eo eeeeeeee eee @ 98.3 101.1 101,@ 
Salmon, pink, No, 1 tall (16 oz.) 


LB cams/es. weccceccec sce Seattle case 21.50 21.50 112.2 112.2 113.5 
Tuna, light meat, chunk, No. 1/2 

tuna (6-1/2 080) 48 cans/es. . Los Angeles case 11.00 11,95 7903 86.2 86,2 
Sardines, California, tom, pack, 

No, 1 oval (15 o2.), 2h cans/cs. Los Angeles case 4.15 4.15 96.9 96.9 100k 
Sardines, Maine, keyless oil, 

No. 1/ drawn (3-3/) o2.), 100 

cama/c8. eee cece ceo 0 o Mew York case 8.47 6,22 90.1 87.5 87.5 67.6 


/ Represent average prices for one day (Monday or Tuesday) during the week in which the 15th of the 
month occurs, These prices are published as indicators of movement and not necessarily absolute 
level. Daily Market News Service "Fishery Products Reports" should be referred to for actual 
prices, 

2/ Revised. 


Source:--Bureau of Labor Statisti:s, U. 2. Department of Labor. 





TO AMEND THE FAIR LABOR STANDARDS ACT 
MANUFACTURED FISHERY PRODUCTS 


CANNED PACK 


The pack of canned fishery products in the United States and Territories totaled nearly 34.5 
nillion standard cases valued at 348 million dollars to the packers. This represented an increase 
of 11 percent in volume and 15 percent in value compared with that of the previous year. Produc- 
tion of canned tuna and fish for pet food and bait reached new highs of 1.1 and 7.6 million stan- 
dard cases respectively. There were also increases in the packs of salmon, Pacific sardines, and 
shrimp while packs of Maine sardines, mackerel, anchovies, crabmeat, oysters, and squid were less 
than those of the previous year. 


PACK OF CERTAIN CANNED PRODUCTS, 1958 AND 1957 


Pounds 


Per Case Record Pack 


Thousand | Thousand | Thousand 
Standard Standard j Standard 
Cases Cases Cases 


Tiles: See aS ed een o 14,094 11,891 14,09 
Salmone » ee ee reeceen | 3,705 | 3,207 8,965 
Sardines: 
SIS thi: tary sina Set sence 2,100 2,218 3,8 
Pacific «6 6.cciee we | 2,223 498 5,071 
Mackerel and jack mackerel. > Lou 1,327 1,755 
> ea ae ae ae a 5u Lo 1,062 
Ws 6.6 eee ¢ uh | 155 221 
Oysters. . 2 2 6.6 €0< aa 499 760 
Sbrimp. « sc eee . 954 608 1,435 
Clam: 

Whole and minced 633 654 654 
Bees «diced vs 1,18 | 1,218 | 1,293 
ee lere ; 105 | 261 | a 
Pet food and bait | 7,565 7,2h2 7,565 
OMFG erewls « « ‘4 927 845 - 








Tkeal ses 


l/ Solid, 21 pounds; chunk, 19.5 pounds; and flake and grated, 18 pounds. 
Note:--Includes the production of tuma canned in American Samoa, Hawaii, and Puerto Rico. 


PRODUCTION OF CANNED FISHERY PRODUCTS, VARIOUS YEARS 


; For | For 
, Human Consumption Animal Food and Bait 
Thousand Thousand | Thousand Thousand 
Pounds Dollars Pounds Dollars 
inna aaa | eee ——— 
756,593 93,759 12,980 805 
646,130 92,192 | 35,064 1,990 
718 665 329,210 63,543 6,971 
762,291 | 286,841 92, 72h 8,663 
836,485 317,464 130 ,630 13,871 
688,105 | 289,534 | 112,410 11,676 
64,7 ,322 290,161 167,891 15,668 
605,89 289,526 186, 300 17,3468 
669,315 312,598 193,31 18,420 331,018 
588,078 27 967 256,941 28,198 303,165 
657,642 316,082 321,777 33,434 349,516 
644,028 300,75 347,637 35,079 | 335 ,829 
736 ,609 34,737 363,136 43,129 387 , 866 
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MANUFACTURED FISHERY PRODUCTS - Continued 


FISH MEAL, OIL, AND SOLUBLES 


A total of 248 thousand tons of fish meal was produced in the United States ani Territories 
during 1958. This production was about 16 thousand tons less than that of the previous year and 
48 thousand tons less than the record production of 296 thousand tons produced in 1956. The do- 
mestic production of fish meal was down due mainly to a drop in the catch of menhaden, However, 
menhaden was still the major fishery contributing to the reduction industry and accounted for 64 
percent of fish meal production. The yield of Pacific sardine meal in 1958 was above that of the 


previous year while the yield of herring, tuna and mackerel meal about equaled those amounts man- 
ufactured in 1957. 


There were nearly 22 million gallons of fish and fish-liver oils produced in the United 
States and Alaska during 1958. Although this production was 8 percent above that of 1957, it was 
about 5 percent below the record production of hO million gallons manufactured in 1936. While 
the 1958 catch of menhaden -- the major fishery contributing to this industry -- was less than 
the 1957 catch, higher average oil contents in thete fish resulted in a total oil yield that ex- 
ceeded that of the previous year, Compared with 1957, the yield of Pacific sardine oil was 
greater while only slight fluctuations occurred in the yield of oil from herring, tuna and mack- 

The yield of homogenized-condensed fish (5U.6 million pounds) was 6,2 million pounds less 
than that of 1957 while production of fish solubles (209.8 million pounds) was 22.0 million pounds 
above that reported in 1957. 


PRODUCTION OF FISH MEAL, OIL, AND SOLUBLES, 1958 AND 15 


Quantity 


Thousand Thousand 
Tons Tons 


Meal: 
Menhaden. .... . ° 172 
Sardine, Pacific. ...... ] 1 
Herring: | 
OS owtilhe 7 9 
BE. « «0.» #ieke er 5 
Tuna and mackerel .....-. | 26 
Es. 5 br.6 eo o ka ie 51 


Total 


Thousand Thousand | Thousand 
Gallons Gallons Gallons 

Oils 
Menhaden. . .. « ee ° 17,065 


15,798 1956 22,428 
Sardine, Pacific. . . 751 | 88 1936 | 26,131 
| 
| 
| 


Herring... . 2. 1,766 
Tuna and mackerel... . ‘ 627 738 
ee ee eee. 1,78 1,8hh 


a nl 
Total .. weer cress 21,957 20, 349 | 1936 02 


1,881 } 1937 5,623 
| ; 





Thousand 

Pounds F Pounds 

Homogenized-condensed f ‘ 50,552 | 56 | 59,57 
Fish solut ‘i ‘ 209,802 157 | 75€ | 2 00¢ 
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MANUFACTURED FISHERY PRODUCTS - Continued 


FISH STICKS 


The United States production of fish sticks in 1958 amounted to 60.9 million pounds valued 
at 26,8 million dollars to the processors, This production was nearly 7.6 million pounds above 
that produced in 1957, Precooked fish sticks (55.3 million pounds) accounted for 91 percent of 


the 1958 production while uncooked sticks (5,6 million pounds) accounted for the remaining 9 
percent. 


During the year, 2 of the 40 producing firms in the United States were located in the At- 
lantic Coast States and manufactured 49,9 million pounds of fish sticks, Four plants, located 
in the interior of the country and in the Gulf States, produced 6.0 million pounds while the 
remaining production was accounted for by 12 firms situated in the Pacific Coast States, 


A fish stick is an elongated piece weighing not less than 3/4 of an ounce and not more than 
1-1/4 ounces with the largest dimension at least three times that of the next largest dimension, 


PRODUCTION OF FISH STICKS, 1958 


Cooked Uncooked Total 
Thousand Thousand Thousand | Thousand 
Pounds Pounds Pounds Dollars 


4,997 &7h 5,471 
5,488 437 55925 
5 5136 390 5 9526 
4, 346 509 4,855 
2,720 509 l4y229 
4,223 479 4, 702 
4,189 385 57h 
3,918 uo 4,358 
4,78 580 5,328 
4,901 584 5 9485 
4,640 451 5,091 
5,013 346 5,359 
ibs keel 55,319 5 584 60,903 26,834 


Januarye « 
February ° 
March. e 
April. e 
MaYe « . 
June . . 
July . . 
August . . 
September. . 
October. « « 
November . . 
December . « 


om © O28 Ss 2. oo? 6.8.8 
> & 6 "e816. 8-6/2: 6 @ 
6:84 09 - 9-8, Br G08: 2.6.9 
. & & 8 eb O56 4-6. eS 2 
eoeeeeereeeee @ 


1/ Not available. 


Note:=-<Cooked fish sticks were valued at 2,856 thousand dollars; uncooked at 1,978 thousand 
dollars. 


PRODUCTION OF FISH STICKS, BY AREAS, 1958 and 1957 


Area 1958 1957 


| 


| Number of Thousand Number of Thousand 
firms | Pounds firms Pounds 


Atlantic Coast States. . 2h 49,905 27 43,531 
Interior and Gulf States 4 6,003 5 5,08 
Pacific Coast States .. 4,995 1l 4,513 


Total ..scece 43 53,128 
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FISH PORTIONS 


The United States production of fish portions in 1958 amounted to nearly 21.8 million pounds 
valued at about 5.0 million dollars to the processors, Data on this item were not collected prior 
to 1958, Breaded fish portions (19,5 million pounds) accounted for 91 percent of the 1958 produc. 
tion while unbreaded portions (2.0 million pounds) accounted for the remaining 9 percent, 


During the year, 19 of the 27 producing firms in the United States were located in the 
Atlantic Coast States and manufactured 12.0 million pounds of fish portions, The remaining 
production was accounted for by 8 plants situated in the Interior, Gulf, and Pacific Coast 
States, 


A fish portion is defined as a piece of fish block for sale to the trade as portions which 
falls outside the classification of a fish stick. 


PRODUCTION OF FISH PORTIONS, 1958 


iii ces 
Breaded 


I Saenee °Y “alenaee’'| Madear 4 Unbreaded | Total 
Cooked Uncooked Total | 


ee ee eee 
Thousand Thousand Thousand Thousand Thousand Thousand 
Pounds Pounds Pounds Pounds Pounds Dollars 


January. .« 
February . 
March. « « 
April. .. 


316 1,4h6 1,762 | 211 1,973 (1) 
251 878 1,129 125 1,254 | (1) 
351 989 1,30 131 1,471 (1) 
251 1,788 2,039 | 229 

26 1,061 1,307 | 171 1.78 (1) 
303 1,08), 1,387 | 117 50l 

213 1,760 1,973 | 188 

386 1,050 1,436 80 

155 1,27h 1,29 137 

306 2,091 25397 163 

278 1,558 1,836 143 

300 | 1,487 | 1,787 273 


Mays eo oe 
June « e + 
July eevee 
August . « « 
September. . 
October. . . 
November . . 
December .. 


eoeeeeeeeeeee 


1/ Not available, 
Note:--Breaded fish portions were valued at 7,176 thousand dollars; unbreaded at 796 thousand 
dollars, 


PRODUCTION OF FISH PORTIONS, BY AREAS, 1958 


Thousand 
Pounds 


Atlantic Coast States. ....+-esecee 12,047 
Interior, Gulf, and Pacific Coast States . 9,743 


Total ~wcceccvcevseseveeecc 





Tots 


Higt 
Low 


Holdir 
High 
Low 
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FROZEN FISH 


PRODUCTION OF FRO7EN FISH, 1958 


SALT WATER Ff 
ee 


54g 


The 1958 production of frozen fish and shell- 
fish in the United States and Alaska by firms re- 
porting to the Bureau of Commercial Fisheries 
totaled 322.2 million pounds. Of this amount, 
salt-water fish comprised 5, percent; shellfish, 
28 percent; bait and animal food from both fresh- 
and salt-water fish, 17 percent; and fresh-water 
fish, the remaining 1 percent. 


Leading products frozen during 1958 were 
shrimp, 78.7 million pounds; blocks, fillets, and 
steaks, 68.7 million pounds; bait and animal food, 
54.4 million pounds; dressed halibut 32.1 million 
pounds; and headed and gutted whiting, 29.1 mil- 
lion pounds, It is estimated that a catch of 
approximately 541.7 million pounds of fish and 
shellfish was required to produce the 322,2 mil- 
lion pounds of round, dressed, and drawn fish, 
fish fillets, and packaged shellfish frozen during 
1958. 


FREEZINGS AND HOLDINGS OF FISH AND SHELLFISH, 1958 AND 1957 


freezings: 
Leading items: 


Bait and animal food. .... 


Blocks, fillets, and steaks: 


Ocean perch . . 2 0 see « 


Haddock . « e 
Other . « « « « ° 
Round, dressed, etc. 
Whiting . ..e-. 
Halibut . ee ce 
Salmon. .. 

Other . «+ 
Shellfish: 

Shrimp. s oe « 
Other 


Total, all fishery products 


High month, . 
Low month . 


Holdings: 
High month. . . 
Low month . . 





1958 


322,153 


(July) 46,109 
(Feb.) 11,839 


(Nov. )217, 556 
(Apr. )101, 999 


1957 


Thousand 
Pounds 


Thousand 
Pounds 


51,950 Sh, 3¢4 
25,949 71,400 
12,026 25, 22h 
19,651 ~ 

35,703 5,520 
28, 084 35,241 
10,119 30, 009 
41,547 a» 


74,029 
15,100 


314,158 


78 ,680 


(July) 43,376 
(Jan.) 12,182 


(Oct. )206, 660 
(Apr. )117,976 
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OF AGED FISH, 3 
$$ —$ —  — — ————————————  rr  -= 
i i > 
Item res Frozen otal 

















Thousand Thousand Thousand Thousana 
Pounds Dollars Pounds | Dollars 
| ea | 

| 00) f 2R | Q 

Fillets. « « « 52,6 } 90,945 25 ,07% 143,613 44,74 
Steaks . co «« 30$ 12,062 6 2 12,431 6,588 

Dp je SS 
Total .. 9034 19,531 |} 103,010 31,50 | 156 ,OL4 51, 336 
2 a ee ee — 





VALUE OF MAN 





FACTURED FISHERY PRODUCTS AT PROCESSORS' LEVEL, 1958 AND 1957 


(Produced from domestic catch and imported products) 


Item 1958 | 1957 


| | | 














| Thousand Percent Thousand | Percent 
Dollars of Total Dollars | 
DAM «a6: ah » iets 50 2 hae 387, 866 49.2 335,829 | 6.5 
Packaged fish (fillets, steaks, etc.). .. 51, 33¢ 6.5 L6,763 6.5 
Fish sticks and portions (cut from blocks) 34, 806 Leb 1/23, Shh 3.3 
Other packaged (shellfish, fish portions, Re 





Ste.) ww cc ecco ses ces ccvece | 2/195,00 be? 1/196, 111 27.2 
CUFOd. we eee ce eee wee ec coe | 2/39;000 5.0 ~ 38,407 5.3 
Byproducts .. 1. eee eee eee eee | 80,028 10.2 81, 381 11.3 








a ee 100.0 722,035 | 100,0 


1/ The value of portions cut from blocks is included with "other packaged", 
2/ Estimated. 














-——-+-—_ 


Value of Fish | 


tour Fish | | Marine-animal isp Other by- Grand 
Yea ae +5 Maly Uliy aaeelh Total 
Meal ils products Total 





and Solubles 

















Thousand | Thousand usand Thousand 
Tons Gallons Dollars Dollars 
o # 35,902 1,390 34 , 909 
4 1. 226 5 
- 49969 SU 9 2K 
47,589 1 6,96) 9,666 
103, 343 1 7,099 8,472 
103,726 2 8,747 77,168 
100, 728 1 8,058 69,313 
140,964 1 0,756 57,992 
T aA a “ . 
3 16259 20,2 95393 49372 
D2 ACO ei ; 
, 230,059 21, 9252 2,427 
7 ‘ > 22) Rx R« 10.89} 
é 221,539 24,89 10,821 53,335 
: > C oc ? 6.86 2 737 
»€ > 3 < ’ 26, 56 12,096 | * 74a! 
95 2€ 2uh 20 , 349 | 11,663 81,301 
é #26 21,957 6 *12,872 80,028 
—_—_——— stil cnestneamnentenccianstidctniaiaindnannansennisiiansaane 
1/ Includes homogenized- fish. 


Preliminary. 


* Record, 


New 





! 


cm 


Al 








rand 


otal 
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PLANTS PRODUCING CANNED FISHERY PRODUCTS AND BYPRODUCTS, 1958 
Si aa 
Total Plants, 
Area and State | Canned Byproducts | Exclusive 
Products of Duplication 
SS 


Number Number Number 





New Englands 





Maines. «e«ceeeevece ever T¥4 13 52 
Massachusetts. ..e«e-eeeee 7 7 12 
Connecticut. «s.eeseeeee 4 1 1 2 
Rhode Island .. s«eeceesece | - 1 1 
Total “eseeeeeeeeee 50 22 67 
Middle Atlantic: 
New York « wee eee eveees 10 4 ly 
New Jersey sec ccc ececece uu 17 28 
Pennsylvania « c«ccccecec 8 3 1 
Delaware «cece ecvevsece 4 3 4 





ee a a a oe a 30 27 57 


Chesapeake Bays 
ye) a ae 5 6 10 
Virginia ecececcscsecee 10 16 23 










Total 


South Atlantic and 


Worth Carolina ..ececccveccs 6 18 19 
South Camehdeiiie- s « 0 6 6 «48 3 2 5 
eorgiae we ee eevee seee 1 1 2 
FlevidGis o's 6 3 0 0 6 Sie 8 6 6 - 6 6 
i ge ee ee oe 3 1 4 
Mississippi. . 2.20 sc ecervee 16 7 23 
Louisiana. « « « « « ee ae a 28 28 Su 
TOUMSs 6 4 4H 6 eo 6 80 488 1 4 5 





ae ee ae a et ee 


t Lakes and Mississippi River: 












Ne Sa a 66 88S Oe bee - 10 10 
Michigan cc ccc ee eu eeee 1 - 1 
Minnesota, «eee cece eeee - 1 1 
MHS. 6s 6 es Se re ee 1 1 
Wisconsing «ec ecescecsvecevces 1 | - 1 
Wak sc TS Ss eee ee L iu 15 







Pacific Coast: 
Washington sss eee eevee | 65 13 78 
COCR 0 of 2 6 6 0 6 @ evened 17 4 19 
CAlifepedR we 6 0 6 0 6 és % 30 L6 


Total «ee eee eee cevecn 118 47 143 









Alaska 


Puerto Rico, 







Mewadid wwe 0 co 








American Samoa... 2 se ce cee | 1 1 1 


srand Total 








41681 O--59 
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VALUE OF INDUSTRY AND CAPITAL INVESTMENTS 


ESTIMATED VALUE OF THE FISHING INDUSTRY AT VARIOUS LEVELS, 1958 AND 1957 







1957 


Domestic 


Level 







| Domestic 
Fisheries 





| Imports 




























Million Million | Million Million Million Million 

Dollars | Dollars | Dollars Dollars Dollars Dollars 
Producer (fishermen). 370 - 370 | 351 - 351 
Imports (declared | | 
i) ee ~ 320 320 - | 297 297 
Processor ...... 633 155 788 597 125 722 
Wholesaler, ....-. 882 502 | 1,384 452 1,288 
Retailer. . <2 ss 1,150 1,702 497 1,588" 





l/ Preliminary. 


ESTIMATE OF CAPITAL INVESTMENT IN COMMERCIAL FISHERIES, 1958 


—_—__ ee nn eee ee 
Item Accrued Value 


Thousand 

Producers: pellets 
Pishing craft . 2. we server eeesre teeters 411,500 
Nets and other gear... ee en ee ee 89,000 
Freezing and processing plants, i dca es ow ok we Re oe ea 242,600 
Wholesale fish house i/ . . eo a a ee ey a ee 217,600 
Retail fish dealers, Chain stores, “ete. ee ee 111,000 








i/ Capital investment devoted to fish trade. 


se eeeeeeeeneene ene e 


PURCHASES OF FRESH, FROZEN, AND CANNED FISHERY PRODUCTS 
BY DEPARTMENT OF THE ARMY, 1950-1958 


Year Fresh and Frosen Canned 


| 


I a TL, Ta 


Thousand Thousand | Thousand 

Pounds Dollars Pounds 
7 a a i oo a a 17,684 7,399 (1) 
SEES én 0 0 dee 31,8u4 13,771 (1) 
Wess ewe 32,276 15,050 (1) 
a i dia o ae a 26,769 11,857 (2) 
ee ee 25,290 10, 395 (1) 
_ RE Fe 24, 989 10,929 (2) 
ieee itnacabiihn 26,610 13,13 (1) 

1957 . ke 6 ee a 23,452 12,080 6,037 

ia liter dimwitice hist dis te 22,511 (1) 9,473 


sts cicamaniicaaitiiarimaattideNjsiaisdasiastas tl isle cies chtaiitct ie ania icaleilials eee 
1/ Data not available. 


Note:--Purchases by the Department of the Army were for the military feeding of the United States 
Army, Navy, Marine Corps, and Air Force. In addition to the purchases indicated, the Armed 
Forces generally make some local purchases for which data are not available. Purchases in for- 
eign countries for United States Armed Forces are not included in the above data, 
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FISHERY LOAN PROGRAM 


The Fish and Wildlife Act of 1956 authorised a fishery loan fund program which was started 
in October 1956, The first loans were approved in late December of that year, Since that time, 
through December 31, 1958, 51h applications for 17,8 million dollars have been received, Of 
these, 278 (7.2 million dollars) have been approved, 


These loans can be made only for the financing and refinancing of operations, maintenance, 
repairs, replacement and equipment of fishing vessels and fishing gear, and for research into 
the basic problems of the fisheries in cases where the credit applied for is not available 
elsewhere on reasonable terms, 


The charts appearing below show the number and value of loans which have been authorized 
since the program began, 


NUMBER OF LOANS AUTHORIZED BY AREA TO DECEMBER 31, 1958 








ALASKA 
LAK 
HAWA! | AND 
PUER 
VALUE OF LOANS AUTHORIZED BY AREA TO DECEMBER 31, 1958 

w ENGLA 

A FoR A 
SOUTH ATLANTI 
ANO GULF 
ACIFIC NORTHW 
ALASKA 

HAWA!! AND 
PUERTO RI 
LAKES 
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FOREIGN TRADE 


United States Imports 





IMPORTANT FISHERY IMPORTS, 1958 AND 1957 





Edible fishery products: | 
Fresh and frozen: 
Fillets: 
Groundfish and ocean perch: 


i” ae a ee eee a 1,000 pounds 95,654 90, bus 
Blocks or slabs. ....+6.... do 51,146 50,233 
Bits and pieces. ....s eee do 15,968 (2 
Other. sec c ce evo ere veces do 62,689 63, 300 
Salmon... ce sccseeccecevvsece do 26,1381 15,677 
Swordfish, «este ese savevas do 6,553 6, 868 
Tuna: 
I cst: es cin adh se nai do 51,647 | 65,209 
Other. 2 se ee eeceseevrvneves do 146, 314 74,078 
Prepared or preserved, n.s.p. 2/.. do 4, 930 | 12,122 
Searsosliags ... 0s cee cet do 4, 102 | 3, 368 
Lobsters and spiny lobsters. ..... do 47, 349 50,454 
Shrimp (mostly frozen, some canned | 
OEE EPMA}. so 0a © 40 8 ee do | 85, 393 | 69,676 
Canned: 
Salmon ....+.cececcvevseceves do 29,226 24,401 
Sardines: 
Nt a ee er do 18 ,000 20,127 
a a do 10,155 4,570 
Tuna: | 
In Cll . cs eee e eee ec vec do 756 1, 0€ 
PD «0-4 tee i HR ee do 45,445 43,318 
Bonito and yellowtail: 
Pe OilL.ce ace rtenececorveern do 9,761 11,608 
i ee i ee a a oe ee do | 2,733 3, 905 
CreNMOA. 5 0.0.0 2.0 2 eee eee ee do 5,854 6,135 
Lobsters and spiny lobsters. .... . do 2,76 3,271 
Oysters (mostly canned). eee eee do 5,379 2,676 
Nonedible fishery products, 
a a ee tons 100, 352 81,196 









1/ No significant imports prior to March 1958. 
2/ Mostly cooked and frozen tuna loins and discs. 
Note:--The data include imports into United States territories and possessions. 
Source:--Bureau of the Census, Department of Commerce, 


IMPORTS OF FISHERY PRODUCTS, VARIOUS YEARS 








Nonedible 
Products 











Year Edible Products 





Thousand Thousand Thousand Thousand 


| Pounds Dollars Dollars Dollars 
IS 6 ce eS 32h, 732 27,535 8,697 36,232 
IGED i ose « Be we , 300,610 29,073 12,757 4, 830 
IFS... « + eythane Wh, 768 76, 43k 2h, 820 101, 254 
29905 « « « ChE eT. 639,725 158, U1 39, 882 198 ,296 
eS 4 <e o.e © 646, 668 158, 363 54, 09k 212,457 
Oem wo 4 oo 705,118 | 183,121 57, 308 2h0, 429 
RI sh ese Bog ce 726,194 195, 869 49,611 245,480 
Bei scnanwce | 803, 389 203, 645 48,687 252, 332 
DPN Ss 771,012 208,051 49,896 257, 947 
Pe. heen wie Kong 1h 787, 866 233,166 u8, 032 281,197 
1957 ‘ ° 884,024 250,956 46,487 297, uu3 
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United States Imports - Continued 
IMPORTS OF FISHERY PRODUCTS, BY COUNTRY OF ORIGIN, 1957 


a 




















Country Edible Products Non-edible Products Total 
— —————— ee eee OC eee :_—  _—_ ees ss eee eee ees -RmnananRRkR eee 
= Thousand Thousand Thousand Thousand Thousand 
Pounds Dollars Pounds Dollars Dollars 
anadae 2 2 ee © 0 0 380,707 89 853 99,711 7,551 oe 
Japaneececeececrvece 226, 321 60,537 11,755 16,665 9202 
MexiCOse eee ee cee 65 653 24,957 1,7h9 291 2s ake 
IGWEFon wp wc cet ee 6 42,722 9 ylilids 18,652 1,700 11,1 
CTUs se eo ee cee 42,156 6,463 35,542 2, 704 9,167 
mion of South Afri Ca e lier 7,357 9,487 697 8,554 
MRPORIOS 6. 6.6 4 0 6 5,685 5,967 - 1,799 7,766 
Pena cw eee wets 8,394 6,265 492 26 6,291 
aso 6 6 64. 628 6, 396 4,754 716 1,528 6,282 
sees ex 25 , 86h, 5 626 2,852 396 6,022 
Pe ainse 12,034 5 053 2,765 LSL 5,507 
Re Ge ee 9,986 3,218 6,638 245 3,63 
+ oie euhas 145676 3,04. 512 31 3,075 
hh ea oe 4, 32h 888 16,163 1,608 2 496 
razil. «ce eee cee 871 Lah - 1,913 2,337 
Inited Kingdom. . . « « 4,h79 653 3,031 887 1,540 
WMG 6 os SS & Ses 1,766 854 ~ 553 1,407 
France. « ee eo oe wo 0 2,632 415 422 72h 1,139 
ia ss timo & OA e 1,614 975 1,505 155 1,130 
Angolae « « © « eee 168 50 18, 32h 996 1,046 
Philippine Republic ane 280 32 - 922 954, 
freec€e ce ec eco ee 86 34 - 87k 908 
Argentina 0 «ee eee e 137 57 L5 827 884 
ahamaS ws ew ee ee ee 2,093 Sh - 1 860 
ther Countries . « « e 23,703 12,782 4,573 2,835 15,617 
Total. «ee eee 884,02 250,956 234,934 46,487 297 ,luk3 
Ss SS 
Note:--Does not include ee for ambergris, aquarium fish, fish (other than for human use), 
moss and seaweeds, pearls, reptiles and shark products, whalebone, shell and novelties, marine 
uttons and blanks, raw seal skins and reptile skins, which were valued at 319,668,000. 
IMPORTS OF SHRIMP, 1950 - 1958 
Heads--Off) 
In Millions of Pounds 7 
a Slates [] From Other Countries - : a4 L_ 0 
f From Mexico 
| — 4 
— | Total Shrimp Imports <3 
60 — -— - ——4 + + } }~ 60 
‘ | r= 
Se! [] Fy F 
. onl 7 f 
rc ; | Foy Fo 
40 - cc) 7 } - oe -~-4 ~ — | - £24 
At) a mi mintr || “0 
bo. fed gpd fe | I | 
i E | | = 
LE i 
20 Pe eS 1 || 20 
i : 
1 | i E 4 
bs) fe | Ee) bd ed Hh 
0 J ett) Chet) Le J LES 
—_ 1950 1951 1952 1953 1954 1955 1956 aus 1958 
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United States Imports - Continued 


IMPORTS OF SHRIMP, 1950 AND 1957 





Country 1958 1/ 1957 


Thousand Thousand 
Pounds Pounds 

North America: 
MOMGS. Ct he ee wee eee a 56,098 47,907 
Ri. Ss sce ake ee eC Hee Tore S 7,917 8,379 


Bl Salwador ..cececrecvrevreccevee 1,129 66 
HonduraS. ....se«+e«+eeeesee eee eee 536 - 

esta Rice... cece cseceveseerevee 17 22 
Wc 6 06 0 We 8 0 8 ee we ee 88 es 391 6c 
Nicaragua ...-.c«seecerscecererceerecececve 278 l 
ee ee ae ee ee ae ee 263 243 
samal Zone. . .2«e++seesee ere eee 193 42 
ther ..2. ce seeercsceceeveeese 2 © © @ OO | 36 


Potal . we ea ec cee wee ee ee 67,910 57,509 


South America: 
Ecuador ...s.ecercrseeceecse 
Colombia. oe me «8 eseee ° 4 
Afwembina .. «ccc ecvreveececee co ee 606 137 





a a a a ae a a ee ee L487 6 

Misa nck aes eeue #0 soa 6 @ 8 163 Ls 

Venezuela ..cececrceecevecerecreveae 12] 137 

UPENOM ow ew we ce ee ree eo eee eee 82 65 
| 

AD 6. a ooce. 0.804.085 ee tk 6,787 5 9365 





2 eG es we epee et eth ee 67 } 60 

MOM ec wo eo ec ec ec eee eee oe eee oe 8 230 | 22 

Pee ea ee 1h 132 

West Germany. 2. 2. .- 2. 2 ee eccsececeveeces té | 7 

CRE era See 8 oe ee 6 oe ahs S10 91 109 
ne 

WAT Si See ek ee Swe eee oS 818 330 


Asia: | 
Hone AGOE og csc e asc neec eee eo % 4,029 1,586 
Japan. se ec c ee ne eoe eee ese 25552 2,865 
Inddla.cececsrececrecevseerecereece 1,700 
PRUE AER odes ce adie) ome te: hee ere se alate 637 
Korea Republic. . . 
Others «0 ce eee 


SHEAL og 61 cw sh 0.6 0. twee ls & ae 6 | 9,066 6,254 


Reutveeen, TOL Ss elds 6 + are eis O18 | 362 ] 178 








Africa, Egypt, Total. ..cccencersetsen 






iwand Total: ..< « «6 00s bse @'@ 3 6 


1/ Preliminary, Countries with shipments less than 50 thousand pounds are included under "Other". 
Note:--Mostly headless. Includes some processed as peeled, dried, canned, etc. 
Source:--U. S, Bureau of Census. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 62 


or 


United States Exports 
MORE IMPORTANT FISHERY EXPORTS, 1958 AND 1957 








Canned: 
Mackerel. bee! eve, SOARS ete «ated a. €.4 
SEIRONs ¢ 4 0 0.8 & 6 C6 he ee oe SO OE ee 
Sardines: 

gS ee ee a ee ee es cl ee es ee | 
oe 4g | re ae oe ee ae A os ee oe ve eee 
Miscellaneous canned fish (mostly anchovies). .... 
pean & Se 82480 6 °S SC o-E BIS Oe HLS) e. BLEUE 6 


Squid . Sree 642% Bra Ree wets ao RMB ress 


Fish oils, imedible ...cccececevceesescce 





Prelininary data. 
Squid was included with "miscellaneous fish" prior to 1958. 
Source:--Bureau of the Census, Department of Commerce, 


4 
4 
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EXPORTS OF FISHERY PRODUCTS, VARIOUS YEARS 


Edible Products 















Thousand Thousand Thousand 
Pounds | Dollars Dollars Dollars 
ios 8 CWE 119,687 12,875 1,499 14, 374 
1G = oak lbh, 80k 17,115 670 17,785 
19US. wwe wo we | 135,979 30,855 7,655 38,510 
IGG, bse es es 121,623 18, 856 8,618 27, 47k 
195k. 6 3 eee « 165, 62h 27,072 8,659 35,731 
a ee oe ee 62,056 15,511 6,436 21, 947 
19536 are cue « 69, 308 17, 084 10,794 27,878 
195k... we 4 62,72k 16, 238 15,289 31,527 
1960-00 sae 8 109,750 24,923 39,977 
a ee 39,503 
1957. « eee 


35, 952 


TO AMEND THE FAIR LABOR 


STANDARDS ACT 


United States Custom Duties 


S: VALUE, DUTIES 


——_——_—___,—— 


Fishery 


Fishery 
Imports 


ay? 
Aid 


Imports Imports 


Thousand 
Dollars 


6,545 
8,254 
5,701 
6,015 
&,772 
3, 888 
2,71k 
3,523 
L, 386 
6,979 
8,047 
6,895 
8,69 
7,560 
12,84 
10, 346 
11,982 
14, 026 
14,405 
14,530 
15,50 


Thousand 
Dollars 


2,423,977 
3,009, 852 
1,949,624 
2,276,099 
2, 540,656 
3,221,954 

0,317 
0,101 


» 490 


Thousand 


2,7 


39 


d9 I? 


“I NO 


x 


3 R27 


3, 
4,098,101 
4, 82h, 902 
5,666, 321 
7,092,032 
6,591,640 
8 »7U3, 082 
» 341 
10,747, 497 
10,778, 905 
10, 239,517 


nk a@e 


+ 
Ovi & 


Hee 


= 


“wee e ee eee ee ee 


>DeH AW  @w 
NA OWN NH Ee 


“~“OQOMNNOnNOnN Owe 


Ieee eb 


10,8 


SOE 





SUSTOMS RECEIPTS FROM 


BY COMMODITY DESCRI PTICNS 


OF AQ 


S FOR FISCA 


Anchovies, in oil. . 
Bonito and yellowtail, 
Crabmeat . “ ° 
Salmon . 


ardines: 
In oil . ° 
Not in oil 2/. 


Total. 


Tunas: 
In oil . 
Not in oil . 


eee 82 DBe@eeese 


in oil. eae, & 


eeee 


- ‘ 
Total. « « « « 


Groundfish fillets . ° 

Fresh-water fish, fresh or frosen vhole, 
Pickled or salted. .. ° 8 
Marine-animal and liver oils 
Sponges. . eat ee ° 
Buttons - pearl or shell ° 
Pearls . ee ee 
Agar-agar. eo“ a 6 
Other. «2 2. ce eeecee 


dressed 


Total. . 


1/ Preliminary. 
2/ Includes herring. 
Note:--Important free items: 


a 


frozen tuna, shrimp, 





OLLECTED, AND AD VALOREM EQUIVALENT, 


or fillets. 


1936-1957 
Average Ad Valorem Tar 
Equivalent cares 
Fishery 
Imports 3 
Thousand 4 
Dollars Percent Percent 5 
400, 558 15.6 16.5 6 
465,253 16.3 71 
293,070 14.5 
316, 372 13.1 
305,609 1l.u 71 


413,816 
323,409 
395,030 
382,109 
391,476 
498,001 
445,355 
417,401 
374,291 
529,621 
603, 468 
574,733 
595,760 
556, 936 
669,579 
739,228 


© 
. 
\ 


=. ee se 
AANNOOWOAWNOANMWOM 
me 


: oe @ 








ec 


UATIC PRODUCTS 


L YEAR 1957 1/ 


Commodity Description | Value 
Canned products: 


$395,582 

389,38 
1, 360,278 
1,517,120 


1, 327,269 


138,600 
1, 465, 869 


102,277 
1,872,236 
— $s <—————— 
1,974,513 





3, 316, 036 
421,195 
368,619 
243, 382 
115, 338 
757,202 
479,808 
11h, 938 

2,495, 376 


15, 41h, 69k 


Inport 
laport 
lapor’ 





» lobsters. 


TO AMEND THE FAIR LABOR STANDARDS ACT 


United States Custom Duties - Continued 


CUSTOMS RECEIPTS FROM AQUATIC PRODUCTS FOR CALENDAR YEAR 1957 


tariff | 
Paragraph Item | Value 


Chemical compounds, elements, and salts... . 
DS te nO) 60. Oe ct ot WTO et oe 0 Waa me Oo 
Agar-agar, glue, isinglass .... ° . 
Animal and fish fats, greases and oils, n.s. Ps f. 
Perfume materials - ambergris. ....2.s-e-+ee 
Colors, paints - pearl essence... . 


. “ee 


divided into portions, filleted, etc., including cod, cusk, haddock, hake, 
pollock, ocean perch, shad, sturgeon, and other fresh-water fish . orye ke 
| Fish, prepared or preserved in any manner, if packed in oil or in oil and 
other substance; anchovies, pollock, sardines, tuna, herring, etc. 
Fish, pickled or salted. ...«seeeees eres +e etenaenece 
Fish, kippered or smoked (except such type fish in cans) . alee’ 
Crabmest, fresh, frozen and canned; canned clams and clam juice; fish 
paste and sauce; caviar and other fish roe; canned oysters 
Buttons = pearl or shell .... 
| Dressed furs, sealskins. ... 
Pearls . i 6 6 6 PE DE « . . 
Aquatic hides, skins, leather... 
Reptile leather, n.s.p.f. . ° 
| Manufacture of seagrass, whalebone ° 
Eelgrass, moss, seagrass, and seaveeds ° 
Sponges. . « « « « e 

Frog legs... . 


. 


None 
~~ ow 


2 


-OoOowo« 


da ww 


~~ 


s+ » 
AWA IW VT 
a+ 





Total. . 


FREE AND DUTIABLE IMPORTS OF EDIBLE FISHERY PRODUCTS, 1957, TARI 


| Thousand 

Percent Dollars 
dutiable by rates reduced by trade agreement 3 uy 
uty bound at full rate. ... ee ‘ 01,37 | 11 


ble but not subject to trade agreenent 
concession. .. . Sas Sree 


free of duty, not bound against increase . 
free of duty, bound against increase . 


Total, free and dutiable.... 


IMPORTS OF EDIBLE FISHERY PRODUCTS ENTERING UNDER SPECIFIC, 
AD VALOREM, AND FREE OF DUTY TARIFF STATUS, 1957 


Percent 


Quant 
eal of Total 


Thousand | Thousand 

Pounds Percent Pounds 

lmorts at specific rates of duty. .. 403,345 | u6 95,100 
lports at ad-valorem rates. ..... e 133, 006 15 | $2,596 
Imports free of duty... 2 ees oo] 347,673 39 103, 260 


Total edible fishery products. . 


Fish, fresh or frozen, whole or beheaded or eviscerated or both, and boned, | 


$20,143 
137,101 
111, 327 
92,407 
1,704 
17, 360 


4,282,017 


6, 395, 316 
359, 86 
210,159 


1,887,194 
668 , 708 
2,615 
499, ub 
210,149 
219,632 
415 
21,517 
121,073 
96,572 


| 15,95u,717 


Percent 


Percent Foreign I 
Q tit 
of Total | Value of Total 


Percent 
of Total 


Percent 
38 
21 
hl 





TO AMEND THE FAIR LABOR STANDARDS ACT 


SUPPLIES OF CERTAIN FISHERY PRODUCTS 


The tables in this section contain information on the domestic catch and imports and, in 
cases where they are significant, exports of the more important fishery products, Stocks have 
not been considered in figuring the total supply -- so supply cannot be considered synonymous 
with consumption. 


The graph, entitled "United States Supply of Edible Fishery Products, 1947-1958, and 
Estimated Requirements, 1959-1975" was prepared by assuming that the total supply for 1958 
could be projected throuch 1975, allowing for population increases, The population in 1958 
was estimsted to be 173,016,000 and 217,900,000 in 1975, The 1975 population, estimate of 
217,900,000 is an averaze of several estimates made by the Bureau of the Census in "Population 
Estimates, Series P25, No. 123," 


United States Supply of Edible Fishery Products, 1947-1958, 


and Estimated Requirements, 1959-1975 


(Round Weight) 


TOTAL SUPPLY 


IMPORTS 
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TO AMEND THE FAIR LABOR STANDARDS ACT 629 


U. S. SUPPLY OF FISHERY PRODUCTS, 1947 = 1958 


(Round weight basis) 


Year Domestic Catch Imports 1/ Total 


Million | Million | Million 
Pounds Percent | Pounds | Percent Pounds 


4,337 85.9 710 14.1 5,047 
Lli99 | 80.0 | 1,228 20.0 5,627 
4,789 7905 1,237 | 20.5 6,026 
88 | Thee | 1,66 2542 65532 
4, Lib 6565 232k 34.5 6,738 
4,L18 58.0 | #3204 42.0 *7,622 
41:68 63.9 | 2,528 36.1 6,996 
bu, 7h2 626 | 2,829 37k 7,571 
L,79k | 67.5 | 2,303 32.5 7,097 
#5252 69.7 2,285 30.3 75537 
4,778 67.0 2,353 33.0 7,131 
u, 726 6L.1 2,643 | 35.9 | 75359 


1/ Excludes imports of cured cod into Puerto Rico, 


4 


2/ Preliminary. *Record, 


oe esveege0e0e02908 
oeeeeeteeeeee 
ae #88 & ee O. Oce: © @ 
oe OC 6 O.4e ¢. o &.o 6 
eo: 6. 6. & 6 & O.. 0.6.6. & 6 
2.6. 64.4. 6 @& @ £8.62 
Dia 6a 64e aif 2 @&. 6.8 


U. S. SUPPLY OF EDIBLE FISHERY PRODUCTS, 1947 = 1958 


(Round weight basis) 


Year Domestic Catch Imports 1/ 


Y Excludes imports of cured cod into Puerto Rico, 
2/ Preliminary. *Record, 


S. SUPPLY OF INDUSTRIAL FISHERY PRODUCTS, 1947 = 1958 


(Round weight basis) 
Domestic Catch 


Percent 


94.20 
76,9 
The2 
7lel: 
51.9 
Lb 
60,0 
58.5 
69.5 
Tel 
The] 
67.6 


Y/ Preliminary. *Record, 





630 TO AMEND THE FAIR LABOR STANDARDS ACT 


QUUNDFISR AND AlLAwi iC UbAn rind Politic, 


yp 
Year Ue. S. Production Imports 1/ 
eS 
Thousand Percent Thousand Percent Thousand 
Pounds of Total Pounds of total Pounds 


99,456 91.0 9,892 9.0 109,348 
137,758 72.0 535565 28.0 191,323 
10,078 Theé 47,777 25 el: 187,855 
136,572 67.3 66,468 3207 203,00 

#148,786 62,8 88,196 3762 236,982 
132,642 5561 108,008 le? 20,650 
112,280 5501 91,571 Le? 203,°51 
122,385 47-1 137,625 5269 260,010 

105 ,033 Ube? 130,068 5503 2355101 
107,138 436 138,714 566k 245,852 

96 5650 40.6 141,180 596k 237,830 

99,109 37.8 3/ #163,000 62.2 #262,109 


“ee * 8 ee eee 
“eer tee et & @ 
“eer ef eee * @ @ 


ee & 6 8s © 6 Oo 6'@ 


i/ Source: Bureau of Customs, 2 Preliminary. me Includes imports of frozen blocks of 


groundfish classified as "bits and pieces" reported by the Bureau of the Census, *Record 


UPPLY OF FILLETS, STEAKS, ETC, OTHER THAN 
HROUNDFISH AND ATLANTIC OCEAN PERCH, VARIOUS YEARS 


Ue. S. Production Imports Total 


Thousand Percent Thousand | Percent Thousand 
26,210 80.8 6,223 19.2 32,433 
51, 7h2 19.7 13,20) 20.3 64 5946 
545137 heS 18,497 2565 72,634 
55,859 64.0 31,4L5 3.0 87,304 
56,709 55.5 L5,528 bbed 102,237 

#56535 5265 52,873 L725 111,408 
48,132 L8.h 51, 3uh 51.6 99,476 
51,251 51.6 47,912 L8eh 99,162 
51,922 L8.h 55,223 51.6 107,145 
55,661 48.0 60,27L 52.0 115,935 
57,815 47.7 #63, 300 52.3 #121,115 
56,935 47.6 62,689 520k 119,624 


l/ Preliminary. *Record, 


1939, 


19L8, 
19L9.~ 
1950, 
1951. 
1952. 
1953. 
195. 
19556 
1956, 


1957 
+ fee 


1958 1/ 


*eeeteeeeee e * 
*eerte et eee ee  @ @ 
os EO 6s ee OE SD 
oe ee ee eeveeeee 


PLY OF CANNED SALMON, VARIOUS YEARS 


| Total Available 
| Exports for U. S. 


United Pe nt o Percent of Total 
; Total Supply Supply Consumption 


States Pack me 
pace innit acel — 
Thousand Thousand Thousand | Thousand Thousand 
Pounds Percent _Pounds | Percent Pounds Pounds Pounds 


99.47 928 288,549 LO, 766 247,783 
9967 917 266,113 12,831 253,282 
99.8 419 207,290 | 1,680 | 205 ,610 
9907 568 223,555 2,040 221,195 
7 9, 5i4 223,333 1,427 222,406 
12,165 199,934 25277 | 197,657 
11,371 211,131 79227 | 203,954 
15,644 | 172,499 10,429 | 162,070 
28,802 | 197,052 | 5,213 | 191, 339 
24,401 | 178,318 | 6,688 | 171,630 


29226 Ly | 207,077 | 95227 197,850 





TO AMEND THE FAIR LABOR STANDARDS ACT 
SUPPLY OF CANNiD TUNA, VAKIOUS YEARS 


U. S. Pack from | U,. S. Pack from eal 
Domestic Catch Imported Fish 1/ “ 


+ / 


———————__---——r—r—rnrn ease eee ee 


Thousand Thousand Thousand Thousand 
Pounds Percent Pound Percent Pounds Pounds 
4.u 


American Samoa, 


Imports 


In Brine 


Thousand | Thousand | Thousand Thousand 
I Pounds Pounds 


nds 
unas 


(2 (2) 
i 
8,135 
) 10,437 
) 13,812 
) 10, 242 
375 15,371 
»589 5,314 Jets 
210 | 13,619 Fel 
9905 15,513 | 95.6 
3/33 12,494 | 85.6 


’ 
125 
oun j 220 | 1.4 


as « « 2,107 lu. 
cn a 


\ 
( 
( 
( 
\ 
2 
3 
3 
2 


ef 
-— + 


Data not available. 2/ Prior to 1940 imports of bonito and yellowtail were inclu 


ose of tuna. 3/ Data On the pack in brine have been included with the pack in oil. 
Preliminary. 





TO AMEND THE FAIR LABOR STANDARDS ACT 


CATCH AND IMPORTS OF TUNA, VARIOUS YEARS 
RNa reer eae eer Te 
United 
States | Fresh & Frosen 
Catch 1/ | (Round weight 
om basis) 2 


Thousand Thousand 
Pounds _Pounds — 


172,26 3/ 10,12 10,126 
206,037 066 | 3/ 7,678 
333,707 4, 505 
391,454 36,410 
318,912 3,619 
322,594 is, 288 
302 , 804, 4,712 | 
322,696 126, 034 | 1,111 
1955 270, 366 | 155; 108 - 
1956 329,b82 | 139,521 3 
1957 296,735 173,191 


1958 329, 000 234,741 ; 
V/ Does not include Hawaii or Puerto Rico, 2/ Includes imports of cooked loins and discs, 
3/ Prior to 1948 imports of bonito and yellowtail were included with those of tuna, U/ Preliminary, 


1939 
1940 
1949 
1950 
1951 
1952 
1953 
1954 


eoeeeveevee ee @ 

“eevee eeeee 
eoeseereet eevee eee 
eoeert et ete eeteee 
‘0.6.0. 6-0 6 & 6 6. ¢ 
S 6 © 6 @ 6 6. 6.6 6.0 
eoeetrteeeterteee 


° 
. 
+ 
. 
. 
« 
. 
° 
. 
. 


'€ 


SUPPLY OF CANNED SARDINES, VARIOUS YEARS 


U. S. Producti Imports 1/ Total Supply 
° Production i | peatiaihe 
Pacific In 011 | Not in Oil For U, S, 

| Conswaption 


Thousand | Thousand | Thousand | Thousand | Thousand | 
Pounds | Pounds Pounds | Pounds | | _Pounds 


51,725 | 149,188 | 31,657 9,877 2/56, 812 812 
169,569 | 16,207 | 6,816 06,8 
228,186 22,573 | 9,912 
19,32h | 9,965 
20,887 
22,294 
20, 930 
18,581 
20,127 
49,139 18,000 


1/ Includes sea herring. 2/ Data on sardines canned in oil have been combined with canned sar- 
dines not in oil. 3/ Preliminary, 





SUPPLY OF CANNED SARDINES OBTAINED FROM DOMESTIC PACK AND IMPORTS, VARIOUS YEARS 


United Percent of 
States Pack 1/ 


128,892 
93, 348 
86,179 
74,293 

149,155 j ; 177,310 


1/ a the peck of Maine and Pacific Sardines. 2/ Includes sea herring, 3/ Preliminary, 








feeaecassteeeee | Pt 


1/ Round weight. 2/ Imported 


TO AMEND THE FAIR LABOR STANDARDS 


ACT 


SUPPLY OF FRESH AND FROZEN SPINY LOBSTERS, VARIOUS YEARS 


United States 
Catch 1/ 


esese cea es 


Imports 2/ 


Thousand 


Pounds 


* 


SUPPLY OF FRESH AND FROZEN NORTHERN LOBSTERS, VARIOUS YEARS 


Thousand 
Pounds 
7,571 
7,643 
18, 352 
20,760 
20,036 
22,300 
21,668 
22,718 
20,572 
24,403 
21,300 





Preliminary, # Record 


oe Bio. O. OLd)-6) &. 0) 8, 6 


1958 2/ . 
V/V Converted 


6: 6: & 666 8. SS: 8 0 


United States Catch 


| Maine Total os aces Total 


Thousand 
Pounds 


u, uly 


Thousand 
Pounds 


89, 399 
99, 365 
104,125 
113,927 
133,468 
135,19 
15k, 912 
159,659 
145, 379 
133, 383 
121, 310 
12h, 47k 


Thousand Thousand 
Pounds Percent Pounds 
11,985 11,5h6 

13,576 

22,046 

| #23,558 
23,197 
22,610 
22,468 
22, 962 
22,484 
22,218 
21,412 





Percent 
of Total 


Thousand 
Pounds 


3,984 


53,772 
68,618 
69,676 
#85, 393 





Imports 


Perc 
of T 


Percent 
of Total 


Percent 


to heads-off weight by multiplying by .595 percent. 2/ Preliminary. 


3,491 
3,696 
12,927 
14,758 
15,813 
19, 942 
15,760 
22,479 
25,258 
28,236 
25,937 


weight, consisting largely of tails. 3i/ Preliminary. * Record, 


Total 


ent | Supply 


otal | 


Thousand 
| Pounds _ 
| 23,532 

25,338 
&5,2hh 
49,50 
48,228 
50,725 
9, 949 
51,916 
49,004 
#52, 373 
48,412 


Heads off 


Thousand 
Pounds 


93, 383 
120, 928 
133,798 
154,125 
175,292 
173, 667 
198,012 
201,178 
199,151 
202,001 
| 190,986 
| #209, 867 








lO AMEND THE FAIR LABOR STANDARDS ACT 


SUPPLY OF CANNED CRABMEAT, VARIOUS YEAR 


Sc ests heneeghn oT 
‘ - = Total Availab) 
United Percent of Percent of Total val Available 


Yes ; 7 5 ."** | Exports for U. $ 
ws trond States Pack Total Supply Total Supply Supply | * 


« Se 
Consumption 


Thousand Thousand Thousand | Thousand Thousand 
Pounds Pounds Percent i : Pow Pounds 


640 : 3,507 95-5 14,147 

: ] 23 5 5570 

5 5350 

6,725 

2 C 4,85 
1,678 h 2,08 55 5 35725 
25210 36.0 3598: bls o! 65223 6,203 
3,013 51 2,867 g 5 880 5,861 
1,93) 2 +995 6,885 ‘ 6,366 
25431 D 5,6 5 8,071 8,05) 
3,013 f 185 | 2 9,198 2° 9,169 
301 535 8,658 (2) 8,658 


Sn entra tien sesmenesscnnpe sinisrnrsest-senlnspapalionapiesseslsseeuesncat seisiseessceninsicopselesseassisansounl esdslaipoediiasisiaeseae 
Preliminary. 2/ Data not available, *Record,. 


SUPPLY OF FISH OILS, VARIOUS YEARS 


7 Total Available 
Gs: Be Percent of Imports Percent of Total Exports for U. S 
Production | Total Supply Total Supply Supply . 1/ Consumption 


Thousand Thousand Thousand Thousand Thousand 
jallons Percent jallons | Percent | Gallons jallons jallons 


#39, 902 12,508 #52,1,10 287 #525123 
35752 7565 11,612 | 475364 303 47,061 
17,696 6,127 | I | 23,823 5,182 18,641 
21,764 9,701 31,165 10,183 21,282 
18,172 ¢ 1,184 | 3 295356 6,706 22,650 
16,09, | , 10,986 Lc | 27,080 5,888 21,192 
20,29 9,312 | 29,606 1,498 15,108 
21,565 7€ 6,748 | 5 | 28,613 18,910 | 9,703 
2h, ,898 11,857 bas 36,755 #19,072 17,583 
26,867 Thels 9,250 | 56 36,117 18,873 17,2hh 
20,349 5 7,96 | 8 28,295 15,640 12,655 
21,957 | | 11,650 | 33,607 12,700 20,907 

- eee 


Y Exports have been converted from pounds to gallons by dividing by 7.5. 
2/ Preliminary, #Record, 


SUPPLY OF FISH MEAL, VARIOUS YEARS 


U. S. Production 


Tons Percent Tons | Percent Tons 
226,102 78.6 61,401 21.4 287,503 
237,180 82.0 52,183 18,0 289, 363 
2395 95k 79.0 63,855 | 21.9 303,809 
209, 756 62.0 128,478 38.0 338,234 
221,1,03 52.1 | #*203,539 47.9 #4 2h, 2 
238,851 64.5 131,473 3565 370,324 
256,967 63.8 145,777 36,2 402, 7b 
264, ,502 73.0 98,003 27.0 362 4505 
| #295793 | 76.6 j 90,421 } 230k 386,2 ! 
| 264,085 69.2 117,301 30.8 381, 336 
247,699 71.2 100, 352 28,8 348,051 


eoeerteeee * @ © 

orf eeteeveeeeee 

“e®eereeeeeee 
2a en 


om wWOanNnnAew 


1/ Preliminary, #*Record,. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 


WORLD FISHERIES 


The yield of the commercial fisheries of the world amounted to approximately 66 billion 
pounds in 1957, Among the nations of the world, the commercial fisheries of Japan ranked first 
in volume of production with a catch of nearly 12 billion pounds. The United States and Alaska 
was in second place with a catch of 6,0 billion pounds followed by China (Mainland) with 5,8 
billion pounds; the Union of Soviet Socialist Republics, 5,6 billion pounds; and Norway, 3.5 
billion pounds, These five countries accounted for 50 percent of the 1957 world catch. 


Fishermen in Europe and Asia, including the U.S.S.R., accounted for 77 percent of the catch, 
The fisheries of the North American Continent yielded 13 percent of the total. 


Fishes in the herring family (herring, sardines, anchovies, etc.) accounted for a catch of 
15.6 billion pounds; the cod family (cods, hakes, haddocks, etc.) comprised 9.9 billion pounds 
and fresh-water fishes amounted to 6,8 billion pounds, 


The data contained in the following tables were taken from the Yearbook of Fishery Statis- 
tics, 1957, Volume VII, Food and Agriculture Organization of the United Nations, Since world 
fishery statistics published by-this organization represent the live weight of the catch of 
fishery products, which includes the shell weight of mollusks, the United States catch, as shown, 
is approximately 26 percent greater than the catch figure appearing elsewhere in this publication, 
This increase is due to the inclusion of the weights of the shells of univalve and bivalve mol- 
lusks in the Food and Agriculture Organization figure. 


WORLD CATCH OF FISH, CRUSTACEANS, MOLLUSKS, ETC. - BY COUNTRIES, 1957 


(Live weight basis) 
Million Pounds Percent 


Japane wo we eee eeeee 
United States and Alaska 
China (Mainland) (1956). 
U.S. Se Re 0 o @ 
Norway « « 2 © « « 
India. . “ee . 
United Kingdom. . 
Canada 2 « « e ° 
Spain. eee . 
Germany, Federal Re 
Indonesia. « « e 
Denmark. « 2 « « 
Franc® « « « e 
Iceland. « e 
Portugal . « 
Philippines, 
Korea, South 
Angola . « « 
Peru . eoeeevee 
Union of South Africa, 
Korea, North (1955). 
Netherlands. ... 
Pakistan . .« 0 « « 
South West Africa, 
Thailand oa ae 
Italy, *“evree 
Chile. . «cee 
China (Taiwan) . 
Oo 
Malaya, Federation 
Rh ecb vec 


Hee ee 


a 


ub 


™eee8ese 


we 


Total . «ee 


lote:--The catch fi are intended to refer to either catches or landings of all aquatic animals 
except baleen and whales), plants, and residues from both commercial and subsistence fishing. 


416810 59 





636 TO AMEND THE FAIR LABOR STANDARDS ACT 


WORLD CATCH OF FISH, CRUSTACEANS, MOLLUSKS, ETC. = BY CONTINENTS, 1957 
(Live weight basis) 


Continent Million Pounds Percent 


Africa sceceevcecevee 
North America. . . «eee 
South America. . s+ + « « 
Asia (excluding U. S. S. R. 
Europe (excluding U. S. S. Re) 
Oceaniae «eee ec eceereeve 
Ue. Ss. S. R. . . * . . . . oz . 


Total ~.ecceceeceree 


WORLD CATCH OF FISH, CRUSTACEANS, MOLLUSKS, ETC, = BY MAJOR FISHING AREAS, 1957 
Live weight basis 


Percent 


Marine Fisheries: 
Northern Hemisphere areas 
Tropical areas. . .« « « « 
Southern Hemisphere areas 


Total. «eeccecce 


Fresh-water Fisheries: 
Africa. cccecesercesn 
North America . «ec ceee 
South America .. «sees 
Asia (excluding U. S. S, R.) 


Europe (excluding U, S, S, R.) 
Oceania «eee eeeevesee 
Ue S. S. R. . . . . . . . . 


. 
. 
. 
© 
° 
. 
e 


Total. .eccceccececee 


Grand Total. . 


1/ Negligible, 
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WORLD CATCH OF FISH, CRUSTACEANS, MOLLUSKS, ETC. = BY SPECIES GROUPS, 1957 
(Live weight basis) 
Species Groups Million Pounds 


fresh-water fishes. sccceccce 
Salmon, trouts, smelts, etc. .. « 
Flounders, halibuts, soles, etc. . 
Cods, hakes, haddocks, etc. . . « « 
Herrings, sardines, anchovies, etc, 
Tunas, bonitos, mackerels, etc. . . 
Miscellaneous marine teleosteans. . 
Sharks, ray8, etC.. «ee eeee 
Mixed and unidentified fishes . 
Crustaceans «2«seeseeee 
Mollusk8e see cece ee se 
Aquatic animals, n.e.8. . « « 
Aquatic plants. «e«ceecsee 


Total. «ese cscevece 


Note:--Data include all aquatic (except baleen and sperm whales) and the commercial and 
subsistence catch of teleostean (bony fishes), elasmobranchs (sharks, rays), ganoids 
(sturgeon, gars), crustaceans, mollusks, and other aquatic animals and plants, 


WORLD CATCH OF FISH, CRUSTACEANS, MOLLUSKS, ETC., BY COUNTRIES, 1957 


Japen a eee * a | - a 6 Ae et NBS 
United States and Alaske 
China (Mainiand) 

1.4.9. 8, 


Norway 

India 

United Kingdom 
Caneda 

Spain 


Germany, Federal Republic 


Indonesia 
Denmark 

France 

leeland 

Portugal 
Philippines 
Korea, South 
Angole 

Peru 

Union of South Africe 
Korea, North 
Netherlands 
Pakistan 

South West Africa 
Thailand 

Ttaly 

Chile 

China (Taiwan) 


Swedea 


Malaya, Federation of 
Other 
Billion 
Pounds 
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EXHIBIT E 














BEFORE THE U.S. DEPARTMENT OF LABOR, WAGE AND Hour DIVISION 

















IN THE MATTER OF EXEMPTION—SEAFOOD INDUSTRY, FAIR LABOR STANDARDS ACT 




















Brief in opposition to proposal made by Administrator, Wage and Hour Division, 
U.S. Department of Labor, on June 12, 1941 


Submitted by Hon. S. O. Bland, Chairman, Committee on Merchant Marine and 
Fisheries, U.S. House of Representatives 


Section 13(a) (5) of the Fair Labor Standards Act provides an exemption from 
the minimum wage provisions of section 6 and the maximum hours provisions of 
section 7 as follows: 

“The provisions of sections 6 and 7 shall not apply with respect to—any em- 
ployees employed in the catching, taking, harvesting, cultivating, or farming of 
any kind of fish, shellfish, crustaces, sponges, seaweeds, and other aquatic forms 
of animal and vegetable life, including the going to and returning from work and 
including employment in the loading, unloading, or packing of such products for 
shipment or in propagating, processing, marketing, freezing, canning, curing, 
storing, or distributing the above products or byproducts thereof.” 

On May 21, 1941, the Administrator, Wage and Hour Division, U.S. Department 
of Labor, addressed the following letter to certain representatives of the seafood 
industry : 

“The decision of the United States Courts of Appeals for the Eighth Circuit 
in the Hawkeye Pearl Button Co. case in connection with the exemption for the 
fisheries industry contained in section 13(a) (5) of the Fair Labor Standards Act 
requires a reinterpretation of my former ruling on the scope of this exemption. 
I have had a survey made of the problem and in the light of information obtained 
am preparing to issue a new ruling. 

“IT should like to call a meeting in Washington with representatives of the 
Wholesalers and processors of fishery products to discuss with me this interpre 
tation. Will you let me know whether you will be able to attend such a meeting 
at an early date?” 

The meeting referred to was held in the Office of the Administrator on June 12, 
1941. 

At this meeting those present were handed by the Administrator typewritten 
copies of the following : 





ScOPE OF THE EXEMPTIONS PROVIDED BY SECTION 13(a)(5) OF THE FAIR LABOR 
STANDARDS ACT 







“Section 13(a) (5) of the act provides an exemption from the minimum wage 
provisions of section 6 and the maximum hours provisions of section 7, as follows: 

“-The provisions of sections 6 and 7 shall not apply with respect to * * * any 
employee employed in the catching, taking, harvesting, cultivating, or farming 
of any kind of fish, shellfish, crustaces, sponges, seaweeds, or other aquatic forms 
of animal and vegetable life, including the going to and returning from work and 
including employment in the loading, unloading, or packing of such products 
for shipment or in propagating, processing, marketing, freezing, canning, curing, 
storing, or distributing the above products or byproducts thereoff.’ 

“An interpretation of the scope of this exemption has been given by the 
eighth circuit court of appeals in the Hawkeye Pearl Button Co. case. In that 
decision the following pertinent discussion appears : 

“The shore operations are exempted when, and only when, they relate to 
trip operations. Trip operations are controlled and determined to a _ large 
extent by yariable and unpredictable national factors such as fog, tide, current, 
storm, high or low water, the run of the fish, and other similar factors or ele- 
ments and forces not within human control. Such operations cannot be assigned 
to definite periods or services, nor can services be limited to specific hours. * * * 
Shore operations which are connected with the preservation and conversion of 
the catch, must occur immediately following the catch or the catch will spoil, 
and such operations have a necessary and logical connection with the trip 
operations and hence their inclusion in the statutory exemption.’ 

“In order to give practical effect to the language of the Hawkeye decision, 
it is proposed that the exemption will be limited to establishments which per- 
form the enumerated operations on fish in the condition in which it was landed 
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from the boat, i.e., on fresh fish. However, since many wholesalers and proc- 
essors who handle for the most part fresh fish, also handle frozen, smoked, 
salted, or pickled fish, and since segregation of employees appears to be im- 
practical the exemption will apply to any person engaged in any of the 
enumerated occupations in an establishment which handles only an insubstantial 
amount of nonfresh fish. An insubstantial amount shall be interpreted to 
mean up to 20 percent and shali be calculated on the basis of total dollar 
volume of fish received at the establishment within a 6-months period. The 
proportion 20 percent shall be computed on receipts of the 6-month periods 
from January 1 through June 30, and from July 1 through December 31. For 
a discussion of the 6-month period computation see paragraphs 19 through 21 of 
Interpretative Bulletin No. 6. 

“The exemption in no case extends to office employees (other than receiving 
clerks, or shipping clerks actually directing the shipment of fish), night watch- 
men or other similar employees not physically engaged in the enumerated 
operations.” 

Since those present at said meeting had not had previous knowledge of the 
above and hence no previous opportunity had been afforded representatives of 
the seafood industry to study and thus intelligently discuss the far-reaching 
scope of the proposal, general facts relating to the seafood industry only were 
presented. Following such presentation, request was made upon the Adminis- 
trator that the industry be given 30 days within which to file briefs and that 
thereafter a further meeting should be held for further discussion of the facts 
brought out in such briefs, but reserved decision as to whether the industry 
would be given a further hearing. This brief, therefore, is being filed in order 
to point out to the Administrator, at this time and in advance of his final decision 
in the matter, that should he attempt to enforce upon the industry his inter- 
pretation of the seafood exemption as proposed in his memorandum of June 
12, 1941, such interpretation will clearly violate and nullify the expressed will 
of the Congress, as clearly set forth in the act itself—and such interpretation, 
if enforced, will substantially wreck the seafood industry. 

Since the seafood exemption was introduced by myself, I assume to speak 
with some authority in the matter of its interpretation. 

The Administrator states (his letter of May 21, 1941) that the decision in 
the Hawkeye case “requires a reinterpretation of my former ruling on the scope 
of this exemption”, yet the court itself in the Hawkeye case stated: 

“The sole question for determination on this appeal is, therefore, whether 
or not employees engaged in the manufacture of buttons from clam shells are 
exempt from the wage and hour provisions of the above quoted act by virtue 
of the exemptions contained in sections 13(a) (5).” 

It is clear, therefore, that the Administrator’s proposed “interpretation”, if 
enforced, would not only nullify the expressed will of the Congress, but would 
be based on a case in a law court where the facts now being considered by the 
Administrator were not before the court and upon a decision wherein the court 
itself stated the “sole” question before the court was whether or not employees 
engaged in the manufacture of buttons from clam shells are exempt. Since the 
“sole” question before the court in the Hawkeye case involved employees en- 
gaged in making buttons, that question (making buttons) was the only question 
decided, and therefore, the Hawkeye case does not “require a reinterpretation 
on the scope of this exemption.” The proposed “interpretation” of June 12, 
1941, does not refer to buttons. The “interpretation” of June 12, 1941, deals 
with matters which the court (in the Hawkeye case) itself stated were not 
before it. To attempt to cite the Hawkeye case as a basis for the June 12, 
1941 “interpretation” is so fundamentally wrong, in our system of government, 
as well as in legal reasoning, that no argument should be necessary to prove to 
the Administrator the dangers involved in his proposed action. It is earnestly 
hoped that when this situation is called to his attention, he will take immediate 
steps to prevent the establishing by his Department, of such a dangerous prece- 
dent. Furthermore, the Hawkeye case is still pending. Final order has not 
been entered in the case. If and when, however, a final order is entered by 
the U.S. district court to which the case was returned by the U.S. Court of 
Appeals for the Eighth Circuit, the Hawkeye case is still a case, to repeat the 
essential portion of the decision, where “the sole question for determination on 


this appeal is whether or not employees engaged in the manufacture of buttons 
from clam shells are exempt.” 
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The Evening Star, Washington, D.C., on June 28, 1941, carried the following: 
“U.S. Appeats Court UpHoitps DALLAS NEWs IN WaGeE-Hour CASE 
“PLEMING SAID FIRST RULING, IF ALLOWED TO STAND, PERILED 40-HOUR WEEK 


“New ORLEANS, June 27.—The Fifth U.S. Circuit Court of Appeals today held 
that the time that newspaper editors and news gatherers must work is ‘very 
variable and unpredictable’ in affirming a ruling in favor of the Dallas News in 
a wage-and-hour case involving method of paying employees. 

“The court held it was ‘difficult to make a fair working agreement based on 
hours worked by newspapermen.’ 

“The action was considered of vital importance to the newspaper business 
because Wage-Hour Administrator Phillip B. Fleming recently said that the 
decision in the U.S. district court at Dallas, if allowed to stand, ‘would largely 
destroy section 7 of the 40-hour week, which has done so much to increase em- 
ployment in this period of increasing production.’ 

“The Wage and Hour Division appealed from the ruling of Judge Willian 
H. Atwell on February 19 that firms paying wages or salaries equal to or in 
excess of the Labor Standards Act requirements were in compliance with the 
law, regardless of method of pay used . 

“When things are quiet a few hours a day may suffice,’ today’s opinion held. 
‘In times of news activity a 12-hour day may be required. It is practically 
difficult to make a fair working agreement based on hours worked.’ 

“An appeal to the Supreme Court was anticipated by the Wage and Hour 
Division. The case was taken under advisement here May 28 after argument.” 

When this case was called to my attention, I immediately wrote the court 
for copy of the above decision, but as yet it has not been received. I can, 
thefore, only point out from quotations contained in the article that hours of 
work in the seafood industry are also “very variable and unpredictable” and 
that “it is practically difficult to make a fair working agreement based on 
hours worked.” Since this case was decided by the U.S. Court of Appeals from 
the Fifth Circuit, and since your division, following its recent study of portions 
of the seafood industry, presumably also found that hours of work in the sea- 
food industry are “very variable and unpredictable’; that “it is practically 
difficult to make a fair working agreement based on hours worked”, it is be- 
lieved that the decision in the Dallas News case by the U.S. Court of Appeals 
for the Fifth Circuit, where the question decided was before the court, should 
carry more weight with your Division than a decision by the U.S. Court of 
Appeals for the Eighth Circuit where the latter court itself has stated the 
issues upon which you now propose to deal were not before the court. 

At the June 12, 1941, meeting in your office an official of the Bureau of Fish- 
eries, U.S. Department of the Interior, pointed out to you errors contained in 
the Hawkeye decision in the matter of “processing” for instance—thus illus- 
trating how dangerous it always is to rely on insufficient facts, or not facts 
at all in arriving at conclusions. To further illustrate—it is apparent that 
prime consideration is now being given by you to so-called “trip” and “shore” 
operations. Knowledge concerning actual conditions existing in the industry 
would prevent anyone falling into that error. 

The bulk of activities dealing with the preservation and conversion of the 
eatch do not occur at the point of production, but are conducted by other per- 
sons and firms remote from the point of production. 

Numerous producing centers do not have necessary facilities for preserving 
the catch. Distributors meet the fishing boats and transport the fish to ware- 
houses and there prepare it for distribution, storage, or processing. 

Many species of fish are seasonal in abundance. Spanish mackerel, for 
instance, may suddenly appear in abundance in the fishing areas along the 
coats of Florida. Instead of a catch of a few pounds at each of twenty or more 
fishing points, the boats may return loaded to capacity from each of these 20 
points. This manyfold increase converges on Jacksonville like a tidal wave 
for loading into cars for shipment to many inland points throughout the United 
States. The surpluses being rushed to freezers before the fish are spoiled. Sea 
trout may be selling at the opening market in New York City on a certain day 
for 16¢ per pound and an influx of thousands of pounds from numerous points 
along the Jersey coast and points in the Chesapeake Bay may reduce the price 
to 2¢ per pound in the late afternoon. To discuss exemptions ending with trip 
operations a term unknown outside of a few large fishing ports like Boston 
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and New York is obviously absurd if exemptions are to be of value. It was not 
the perishability factor alone (of fish and shellfish) that appealed to Congress 
in voting an exemption for the seafood industry, but certain economic condi- 
tions in the industry demanded an all-out exemption, along with the very nature 
of the industry itself. 

Since the issues upon which you now propose to deal were not before the 
court in the Hawkeye case, and since, therefore, you do not have a court de- 
cision upon which to rely in justification of your proposed action, at least three 
fundamental facts are obvious: 

(a) Your Division has no legal justification for the action proposed in 
its memorandum dated June 12, 1941. 

(b) A lengthy discussion of certain dicta contained in the Hawkeye de- 
cision (especially since you have already had pointed out to you by officials 
of the U.S. Department of the Interior certain errors contained in the 
Hawkeye decision) would result merely in burdening this brief with a 
discussion of issues which the court itself stated were not before the court. 

(c) Until a court of competent jurisdiction, having before it the issues 
contained in your memorandum of June 12, 1941, has rendered a decision 
dealing with the matters and things contained in your memorandum of 
June 12, 1941, it would be unfair to the industry to have your Division 
attempt to enforce upon it the proposed interpretation of June 12, 1941. 

(d) A further study by your Division of the seafood industry should 
clearly indicate that your memorandum of June 12, 1941, was prepared 
before essential facts dealing with actual conditions in the industry were 
in hand. 

(e) A further study of the language contained in section 12(a) (5) 
should be made. 

I prepared, introduced and spoke for the passage of the so-called seafood 
exemption. I am personally familiar with its language and purpose. The word- 
ing of the exemption was prepared with great care. This exemption is an 
all-out exemption for the seafood industry, including sponges, seaweeds “or 
other aquatic forms of animal and vegetable life” and embraces all products 
(and byproducts)—all work and activity performed in connection with the 
same. Note the language of the exemption. 

Any employee employed in the catching, taking, harvesting, cultivating, farm- 
ing of any kind of fish, of any kind of shellfish, of any kind of sponges, of any 
kind of seaweeds, or other aquatic forms of animal and vegetable life including 
the going to and returning from work and including employment in the loading, 
unloading, packing of fish products for shipment, or for propagating, processing, 
marketing, freezing, canning, curing, storing, or distributing the above products 
or byproducts thereof. 


Place the above language of the act beside the language contained in your 
memorandum of June 12, 1941. 


Can you find anything in the language of the act that refers to (now reading 
from your memorandum of June 12, 1941)— 

1. “That the exemption will be limited to establishments which perform the 
enumerated operations on fish.””. What operations? Why solely to fish in view 
of the language of the act? 

2. “In the condition in which it was landed from the boat, i.e., on fresh fish.” 
Is there anything in the act that refers to “the condition in which it was landed 
from the boat, i., fresh” a condition precedent for exemption? What does 
the word “byproducts” contained in the act cover? Certainly not fresh fish 
“in the condition in which it was landed from the boat,” 

3. “The exemption will apply to any person engaged in any of the enumerated 
occupations in an establishment which handles only an insubstantial amount of 
nonfresh fish.” Is there any language in the act that refers to “nonfresh” fish. 
What are “nonfresh” fish? Is there any language in the act that refers to 
“an establishment which handled only an insubstantial amount of nonfresh 
fish ? 

4. “An insubstantial amount shall be interpreted to mean up to 20 percent.” 
Is there anything in the act that could possibly justify such an arbitrary ruling? 

5. “The exemption in no case extends to office employees, night watchmen, or 
other similar employees not physically engaged in the enumerated operations.” 
Is there anything in the act that excludes office employees? 

The seafood exemption contains this language: 

“Any employee employed in the—propagating, processing, marketing, freezing, 
canning, curing, storing, or distributing.” 
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The act says “any employee.” 

Is a clerk or watchman an “employee”? If so he is exempt, because the ex- 
emption covers all products, byproducts, and activities relating to these industries. 

Does the act provide that only employees “physically engaged” in the respective 
activities shall be exempt? 

Does the act contain any reference to those “physically engaged” in the 
industry? 

What class of employees under such a construction would be “physically 
engaged” in the marketing of seafood products and/or byproducts? 

The seafood exemption is broader than the so-called agricultural exemption. 
Note the language appearing at page 6 of the act (c) as follows: 

“First processing of milk.” 

“First processing of, or in canning or packing.” 

“First processing within the area of production.” 

The term “first processing” does not appear in the seafood exemption. 

The complete debate on my amendment (and other seafood amendments): 
appears in the Congressional Record of May 24, 1938, pages 9747, 9748, 9758, 
9761, 9762, 9781, 9782. 

A small portion of the history of the seafood exempting may be noted if the 
above reference alone is studied. Note particularly the language of the Norton 
amendment, appearing at page 9758 of the Record (May 24, 1938)—“* * * in the 
case of an employee engaged in the first processing of, or in canning fresh fish or 
fresh seafood” * * * and the language of my amendment (which was adopted) 
and which now comprises section 13(a) (5) of the act—and it should be clear to 
anyone that not only does my amendment go further than the agricultural ex- 
emption, but by no stretch of the imagination can the proposed “interpretation” 
of June 12, 1941, be squared with the clear language of my amendment. 

The country owes in no little measure its founding, colonization, territorial 
expansion, and protection to the seafood industry. Our early New England 
colonies were really fishing settlements, the fisheries constituting the backbone of 
New England trade and prosperity, and many of our fishermen and fishing vessels 
took an active part in winning for us the Revolutionary War. During the period 
of our national growth and expansion, in the 19th century, our fishermen also 
had no small part in bringing about the purchase of Alaska and the acquisition 
of Hawaii. During the World War our fishermen were eagerly sought by the 
Navy and many fishing vessels acted as decoys in our trans-Atlantic commerce. 

Studies made by the U.S. Bureau of Fisheries indicate a per capita consumption 
of seafood products in this country of about only 13 pounds annually. In contrast 
to this low consumption, Japan consumes 55 pounds per capita, Sweden 52 pounds, 
Norway 44 pounds, England and Wales 35 pounds, and The Netherlands 29 pounds. 
In fact, few important countries of the world consume as little fish per capita as 
we doin this country. This condition has resulted in recent years in reducing 
the efficiency of our fishing fleet. Further, because of the unfamiliarity with the 
food value of fish, people are not including in their diet a food which contains 
essential elements from a health standpoint. A situation of this kind cannot be 
condoned, for if it continues, it will mean the decay of hundreds of fishing 
communities, the decay of the fishing fleet—our second line of defense, and a 
failure on the part of the consuming public to secure a diet containing essential 
food elements. 

In determining the intent of Congress in this particular issue I wish to state 
that a distinct pattern has governed Congress for many years in acts governing 
or affecting the seafood industry and that pattern has been to give to the seafood 
industry the widest possible exemption in any restrictive legislation and to group 
certain classes of seafood products without differentiation. The need for this 
will be obvious to those familiar with conditions in the seafood industry. 
Following are a few illustrations: 

Tariff Act of 1930, par. 717(a) “Fish, fresh, or frozen (whether or not packed 
in ice), whole or beheaded or eviscerated or both,” etc. “(b) Fish, fresh or 
frozen (whether or not packed in ice), filleted, skinned, boned, sliced, or divided 
into portions,” etc. 

Par. 1761, “Shrimps, lobsters, and other shellfish, fresh or frozen (whether 
or not packed in ice,” ete. Note the grouping together of these products into 
classes. 

NATIONAL RECOVERY ACT, APPROVED JUNE 16, 1933 


The Code of Fair Competition for the Fishery Industry and the Supple- 
mentary Codes of Fair Competition throughout give recognition of need for 
elasticity in regulations governing the seafood industry. 
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One of the best examples of Congress’ painstaking efforts to grant the fullest 
possible exemptions to the seafood industry is found in the exemptions granted 
in section 13(a) (5) of the Fair Labor Standards Act of 1938. 

Time after time in legislation affecting the merchant marine one finds the 
seafood industry exempted from restrictions imposed on other groups. These 
exemptions are so all-inclusive as to prove a definite policy of Congress to give 
to the seafood industry all possible freedom of action. In fact in many cases 
such as in the Fair Labor Standards Act it went to the trouble to enumerate 
a series of activities in an effort to make these proof against attack. 

A strict enforcement of the June 12, 1941, “interpretation” would require the 
seafood industry to change its methods of conducting operations. While some 
of the catch of such species as mackeral, smelt, ete., are sold in the round, 
by the fishermen, good marketing practice has dictated that one or more of 
the following steps be taken to keep the fish fresh as long as possible—headed, 
gutted, fins cut out, filleted, ete. By the same token the great bulk of the fresh 
oyster harvest is marketed as shucked oyster meats packed in ice. It is ridicu- 
lous to argue that Congress in its efforts to free the seafood industry from re- 
strietive measures would draw such fine distinctions or discourage the present 
trend for improved practice within the seafood industry. One cannot possibly 
believe that the Congress intended to favor the lesser volume to the exclusion 
of the far greater volume of goods the industry sends to market in a condition 
slightly different from that in which it came from the water. 

In view of the foregoing, and in view of the facts developed at the June 12, 


1941, meeting, it is urgently recommended that the entire matter be restudied ; 


that no attempt be made to enforce the “interpretations” pertaining to the in- 
dustry be vacated and set aside pending such further study. 

Mr. Jounson. Thank you, Mr. Senator, for the opportunity to be 
heard. At this point I have here my good associate, Mr. Charles E. 
Jackson who is the general manager of the institute. Mr. Jackson 
has a prepared statement which we would like to leave in the record, 
and should time permit he might like to make a few comments with 
the permission of the committee. 

Senator Kennepy. Yes. You have something you would like to 
say, Mr. Jackson? Your statement will be printed in the record. 

{r. Jackson. I am going to put this statement in the record, Sen- 
ator, which includes a number of letters from the grassroots all over 
the country including your area, Maine, Virginia, the gulf and lake 
areas and Alaska which just attained statehood and greatly needs 
small-business enterprise. They all indicate very frankly that if they 
lose the fishery exemption and the minimum rate is increased to $1.25, 
there will be no course for them to follow but to go out of business. 

I would also like to say, Mr. Chairman, on behalf of the fishing 
industry of the United States that we recognize and appreciate that 
. have been one of the leaders in trying to protect our industry. 

you have worked very hard for the fishing industry and have spon- 
sored legislation of your own and have also been a joint sponsor in 
other fishery legislation. This is the first time I know of in your 
political career that you have put a provision in a bill that is detri- 
mental to the fishing industry. 

I suppose none of us can expect 100 percent, but we do urge you 
to reconsider and see if you cannot keep our fishery exemption as it 
is in the present law. 

Otherwise you are going to force many small businesses out of 
existence. 

Thank you, Mr. Chairman. 

‘ how) prepared statement by Mr. Jackson and attachments 
ollow: 
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STATEMENT OF CHARLES E. JACKSON, GENERAL MANAGER, NATIONAL FISHERIES 
INSTITUTE, INC., ON S. 1046 


Mr. Chairman and members of the committee, my name is Charles E. Jack- 
son. Iam general manager of the National Fisheries Institute, Ine., Washing- 
ton, D.C., a trade association composed of approximately 500 firms located 
throughout the United States. Our membership includes producers, processors, 
and distributors of fish and seafood products. 

The fishing industry, the oldest industry of the United States, is conducted 
primarily by small business firms engaged in producing, processing, and dis- 
tributing fish and seafood throughout the Nation. Many of these firms are 
situated in small isolated villages along the coast lines and on the shores of 
rivers and lakes. Some, particularly those engaged in distribution, are located 
in populated distribution areas, but with the exception of a few large firms, 
small business predominates. 

In recent years Congress has recognized the urgent need to perpetuate small 
business and has enacted legislation for this purpose. 

S. 1046 would place an increased cost burden of from 5 percent to 10 percent 
or more on fishery firms and, since the margin of profit is from 1144 per cent to 
3 percent, it is inevitable that most of the small firms would perish if this 
bill were adopted. It would not be possible to pass this increased cost on to 
the consumer since prices for fish and shellfish are already relatively high in 
comparison with competitive foods. 

Recognizing these facts, the National Fisheries Institute at its recent 14th 
annual convention held in New York City April 10-15 unanimously adopted the 
following resolution: 

“Whereas there is now pending before the 86th Congress Senate Bill 1046, 
introduced by Senator Kennedy and others, the purpose of which is to amend 
the Fair Labor Standards Act of 1938 by increasing the minimum wage, the 
elimination of certain exemptions, and in the making of other changes in 
connection with the Fair Labor Standards Act; and 

“Whereas the passage of said Act would be a serious blow to the fishing 
industry not only by increasing the cost of operations but also by elimination 
of the seafood industry exemption, which is indispensable to the successful 
operation of the seafood business: Now, therefore, be it 

Resolved, That the National Fisheries Institute, the national trade associa- 
tion of the fishery industry in its 14th annual convention assembled in New 
York City, on April 15, 1959, does respectfully urge that the aforesaid bill be 
defeated.” 

When Congress enacted the wage-hour law in 1938 it adopted an amendment 
to exempt the fishing industry because of the perishable nature of the product. 
The language clearly stated that the exemption covered the period from the 
time the fish was removed from the water until it reached the consumer. The 
author of the amendment was Schuyler Otis Bland of Virginia, Chairman of 
the House Committee on Merchant Marine and Fisheries. He was recognized 
by both Houses of Congress as a profound student of the fisheries. Not only 
did he spend his life in an area in which fisheries were important, but he repre- 
sented a district where fisheries constituted a major industry. He conducted 
hearings on fishery problems over a long period of years, both in Washington 
and in the field including an extensive series of hearings in Alaska. 

Because Congressman Bland wanted to take no chances on misinterpreta- 
tion of the fish and seafood exemption, he personally drafted the amendment 
which was adopted. In later years when attempts were made to weaken the 
amendment through interpretations by the Wage Hour Administrator, he 
personally fought such attempts. He submitted a personal brief for an industry 
hearing before the Wage Hour Administrator on June 12, 1941, stating in part 
as follows: 

“I prepared, introduced and spoke for the passage of the so-called seafood 
exemption. I am personally familiar with its language and purpose. The 
wording of the exemption was prepared with great care. This exemption is 
an all-out exemption for the seafood industry, including sponges, seaweeds ‘or 
other aquatic forms of animal and vegetable life and embraces all products 
(and byproducts)—all work and activity performed in connection with the 
same. Note the language of the exemption. 
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“Any employee employed in the— 
eatching 
taking 
harvesting 
cultivating 
farming 
of any kind of fish 
shellfish 
sponges 
seaweeds 
or other aquatic forms of animal and vegetable life including the going to and 
returning from work and including employment in the 
loading 
unloading 
packing of fish products for shipment 
or for 
propagating 
processing 
marketing 
freezing 
canning 
curing or 
storing 
distributing of the above products or byproducts thereof——’ 

It is significant that Judge Bland took pains in this brief to allow one full 
line for each word or phrase used in the exemption so that the Administrator 
could see word for word that the exemption was “an all-out exemption.” 

Congressman Bland realized that the fishing industry needed an exemption 
that was much more far-reaching than for agriculture and he so stated on the 
floor of the House. 

There have been no changes in the perishability of the product since the 
original amendment was included in the 19388 wage-hour law. There is no 
justification whatever to modify the seafood and fishery exemption and insofar 
as I can ascertain there has been no explanation anywhere as to why there 
should be a modification in the exemption as is now proposed in this bill. 

In order to ascertain the effect of S. 1046 in its proposal to increase the mini- 
mum wage to $1.25 and to remove the seafood and fishery exemption, except 
offshore operations, the National Fisheries Institute circulated a question- 
naire to more than 800 representative fishing firms throughout the United States. 
The returns clearly indicated that if S. 1046 should be adopted, it would result 
in extensive unemployment and the closing down of many small fishing firms. 
The margin of profit in our industry is so small that these small business 
firms could not possibly absorb the increased costs. The larger firms who might 
survive would be forced to turn to automation and reduce their number of 
employees. 

A number of voluntary letters accompanied the questionnaires, expressing the 
views from the grass roots. I ask that representative samples of these letters 
be printed in the record. (Letters attached.) 


, 


Biack & Gay, CANNERS, INC., 
Thomaston, Maine, April 14, 1959. 
NATIONAL FISHERIES INSTITUTE, INC., 
Washington, D.C. 
(Attention Mr. Chas. E. Jackson, general manager. ) 

GENTLEMEN: It would hurt our business very much, if the fishery exemption 
in the wage-hour law were lost. 

Increasing from $1 to $1.25 an hour minimum wage, would increase the cost 
of our canned clams so much we probably would have to stop packing. At the 
present time the Japanese clams sold in New England, are hurting our business, 
and if there should be an increase in the labor cost, believe it would make it 
almost impossible to carry on. 

We are paying from $1 to $1.60 an hour for wages in our factory now. 


Very truly yours, 
Frep C. Buack, President. 
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MILBRIDGE CANNING CorP. 
Milbridge, Maine, March 6, 1959. 
Subject: Retention of fishery exemption and retention of present minimum 
wage. 
NATIONAL FISHERIES INSTITUTE, 
Washington, D.C. 

GENTLEMEN: The said Milbridge Canning Corp. is definitely opposed to any 
rise in the minimum wage scale, as well as the discontinuance of the present 
fishery exemption clause for overtime pay. 

To raise both the minimum wage scale and discontinuance of the fishery 
exemption would result in sure suicide for many of us small business 
cooperations. 

In our sardine industry we produce a low cost commodity and are faced with 
a shrink.ng market as well. Each year additional packers are discontinuing 
operations because of the inability to produce and sell the commodity above 


eosts. To add an additional 50 to 60 cents per case to our already costly item’ 


would only result in an additional substantial percentage of the industry going 
into bankruptcy. 
Respectfully submitted. 


STEPHEN A. MONSULICK, Manager. 


(Telegram] 

NORFOLK, VA., May 12, 
Hon. Harry F. Byrp, 
Senate Office Building, 
Washington, D.C. 
Hon. A WILLIS ROBERTSON, 
Senate Office Building, 
Washington, D.C. 


We respectfully urge you to do all in your power to defeat the Kennedy Wage- 
Hour Law Amendment S. 1046. The fishing industry of Virginia urgently 
needs relief from this proposed amendment. The very nature of our business 
does not warrant overtime pay due to storms and weather conditions which 
greatly affect our supply of raw product. If this amendment becomes law, 
approximately 150 of our employees must be discharged. They are employed on 
a piece work basis and would be unable to maintain the standards which would 
have to be set. Many of these discharged persons will be unable to find other 
employment due to their lack of skill and some being semihandicapped. One 
of Virginia’s great natural resources, the seafood industry, will be crippled 
if this amendment becomes law. 

BALLARD FisH & OysTER Co., INC. 
WILLIAM P. BALLarp, President. 


(This telegram was today sent to the above Senators in regards to the Ken- 
nedy Wage-Hour Law Amendment S. 1046.) 


G. T. Etxiort, INc., 


Hampton, Va., February 27, 1959. 
NATIONAL FISHERIES INSTITUTE 


Washington, D.C. 
(Attention Mr. Chas. E. Jackson.) 


Dear Sir: In reply to your inquiry about fishery exemption on wage-hour law, 
we find it about impossible to answer questions on form for our piece-time work- 
ers. Crab pickers and oyster shuckers, as you know, some work fast, some slow, 
come in late; stop early, loaf and work when they want. No doubt the wage-hour 
law as you have it stated would just about put us out of business. 

We would only hire fast, experienced workers. A fast picker picks about 7 
pounds per hour, at 17¢ per pound would be $1.19. Others, some older people 
that are slow but need work only pick 2 to 3 pounds per hour, so it would be 
impossible to bring them up on the same scale. Only about 25 percent are in the 
fast classification. About one-half of our pickers and shuckers would have to go, 
this would be a hardship on a lot of people. Fast shuckers open about 1 gallon 
per hour on the average quality shell stock we get, some about one-half gallon 
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per hour, for older and slower shuckers. This greatly depends on quality of 
oysters. 

As stated above we would have to let a large part of our workers go as it would 
be impossible to bring their wages up to $1.25 per hour. This I am sure applies 
to everyone in the crab and oyster business, we use a lot of help that are not 
otherwise employed. I hope this information will be of some value to you in fight- 
ing this law and if there is anything further we can do to help, please advise. 

Yours very truly, 
DANIEL P. Et.iort, President. 


FEBRUARY 25, 1959. 
Hon. A. WILLIS ROBERTSON, 
U.S. Senate, 
Washington, D.C. 


My DEAR SENATOR ROBERTSON: We are concerned with a number of the bills 
which are pending in both Houses of Congress which would not only increase the 
minimum wage of $1.00 to $1.25 an hour but would remove the fisheries exemption 
in the wage-hour law. 

As you know many of the seafood processors are continuing to exist due to 
being able to work under the fisheries exemption. The labor costs in many 
instances are as much as 25 to 35 percent of the total product cost and with this 
tremendous increase in cost of labor I’m sure many of us would find ourselves 
forced to price our seafood commodities far beyond the range of reasonableness. 

At the present time with small business profits at an extremely low ebb and 
with the tax situation as it exists I feel confident that many small businesses 
would be doomed with the removal of the fisheries exemption. 

I trust that you may see fit to intercede in the interests of the seafood industry. 

Sincerely yours, 
J. O. SAUNDERS, Vice President. 


Hampton, VA., March 5, 1959. 
NATIONAL FISHERIES INSTITUTE, 
Washington, D.C. 


Dear Sir: In regards to the $1.25 wage per hour and time and half for over- 
time there would not be any crab picking houses in existence, if so they would 
be in a very small way. 

Plants which work 50 pickers (women) would have to pick their fastest 
women which would average not over 15 women to each plant that could make 
enough for the plant to be able to keep therefore there would be about 200 to 
250 women pickers out,of work in Hampton plus some of the other help. 

We are not in a position to demand a price for our product to take care of 
the extra cost as the supply regulates our prices. 

Hope the above information will explain our position and what will happen 
if the wage and hour law goes through. It will be the end of crab picking 
plants as I see it. Our net profit for the year of 1957 was 3.64%. 

Yours truly, 
G. W. Amory, Jr. INc., 
By T. T. Richardson, 
Manager. 


MILOURNE OYSTER Co., 
Crisfield, Md., February 25, 1959. 
NATIONAL FISHERIES INSTITUTE, 
Washington, D.C. 


GENTLEMEN: It is our eandid opinion that failure of the proposed wage and 
hour laws to exempt the fisheries industry could well result in the shutting down 
of more than half of the crabmeat-producing plants in the country. We really 
feel that this estimate is extremely conservative. 

From our own experience we know that if the new proposed rates ($1.25 per 
hour and overtime) were applied to last year’s operation our crabmeat depart- 
ment would have shown a substantial loss. Considering the great fluctuation in 
our supply of the raw product we can visualize no change in procedures or 
methods which would permit the industry to operate profitably under the pro- 
Visions of the wage-and-hour laws now being considered. 
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It is imperative that every effort be made to continue the exemptions as they 
now apply to the fisheries industry. Otherwise many small operators in both 
crabmeat and oysters will be forced to liquidate and suspend operations. And, 
as you well know, the greatest volume of business in both the crabmeat and 
oyster industry is done by the comparatively small houses. 

Please keep us posted as to developments. 

With kindest regards, we are 

Yours very truly, 

J. L. STERLING, 





MARTIN & RICHARDSON SEAFOOD Co., 
Newport News, Va., March 9, 1959. 

NATIONAL FISHERIES INSTITUTE, 

Washington, D.C. 


DEAR Mr. JACKSON: We are writing in reference to the bill pending Con- 
gress to increase the minimum wage. 

If this bill is passed I see no way possible for the crab plants to continue oper- 
ating. I can’t see how we can pay the picker an hourly rate of $1.25. We paid 
our pickers last year approximately $37,500. The average picker in our plant 
will earn about 75 cents per hour, therefore, if we had to pay the $1.25 rate our 
payroll for pickers would have been around $75,000. 

We have seven weekly employees who earn approximately $2,200 annually. If 
we had paid them at the rate of $1.25 per hour our increase for this would 
be about $10,338.65 so you can see there is no way we could stay in business. 
The class of people who do our picking are ones who can do very little other 
than this type of work. If we are forced out of business you can see the number 
of people who will be unemployed. In our plant we employ about 60 pickers. 
This does not include our seven salaried personnel. 

We have written to Senator Byrd and Senator Robertson and they have 
stated in their letters they will oppose any increase in the fisheries bill. Our 
Representative Mr. Downing has also answered our letter and states he will do 
all he can for the seafood industry to continue operating nnder the fisheries ex- 
emption. Mr. Downing is on the Merchant and Fisheries Committee so we are 
in hopes that he will be able to help us. 

Sincerely yours, 
BE. H. RIicHARDSON. 





VIRGINIA SEAFOODS, INC., 
Irvington, Va., March 12, 1959. 


COMMENTS ON QUESTIONNAIRE To RETAIN FISHERY EXEMPTION OF WaAGE-HOUR 


The most important reason for asking for exemption in the seafood industry 
is due to the fact we do not have any control over the weather and in this area 
the weather conditions determine the time the fishermen can fish, and in turn 
the time they can land the fish is the time we can begin to operate the plant. 
Some days they may land their fish from 8 to 9 a.m. and the very next day it 
may be 3 p.m., due to the fact it is essential that our type of fish be handled 
immediately upon landing we do have to work irregular hours. 

The weather condition one day may make it impossible for them to fish and 
then the next day there may be a large catch demanding that we work any- 
where from 12 to 15 hours in order to clean them up. In this particular area 
we use most of our herring fish for fillets or salting round and if you ice same 
or carry them over in cold storage they have a tendency to soften and it makes 
them practically useless for our particular kind of fish curing. 

We also have a very short season here, lasting about 6 to 7 weeks, which 
makes it rather difficult to pack a quantity of fish unless we utilize all the hours 
possible during this short period. 

Very truly yours, 
T. D. McGINngEs, President. 
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CHARLESTON, S.C., March 5, 1959. 
NATIONAL FISHERIES INSTITUTE, 
Washington, D.C. 
Attention Mr. Charles E. Jackson.) 


DEAR Mr. JACKSON: Re: the attached questionnaire relative to proposed 
changes in the fishery exemption of the wage-hour law, please be advised that 
the figures shown are just as accurate and conservative as our accountant could 
make them. We have in our files a copy of the detailed accounting that was 
done to obtain all of the information shown in the questionnaire and we will 
be glad to mail this information to you if it will be of any value to you. 

Just a glance at the recapitalization portion of the attached questionnaire 
will make it very obvious to anyone concerned that any change whatsoever 
to the fishery exemption of the wage-hour law will mean sudden death to the 
entire blue crab industry. We have mentioned the “entire” industry here be- 
cause our 23 years of experience has given us the knowledge that a similar 
situation exists with all of the crabmeat processors, 

The present low-income bracket of our employees is more readily understood 
when consideration is taken for status of our employees. They are more than 
90 percent women, mostly middle-aged and over, all of whom have had little 
or no education. Were it not for the employment that we have to offer, almost 
all of these people would be amongst the unemployed. A few, who are physi- 
cally able, could probably find work as domestics at a lower income than the 
employment we have to offer. 

If there is any other information that will be helpful, please feel free to 
eall on us. 

With kindest regards and best wishes, we are, 

Very truly years, 


GEORGE H. KonrRaAp. 


St. AUGUSTINE FISHERIES, 
St. Augustine, Fla., March 10, 1959. 

I’m one of the smallest shrimp breaders in the country. If this minimum 
wage law is passed it will force me completely out of business. 

Right now my profit is very little and I have no money to lose. I cannot 
raise the price of shrimp because it is very high already. 

I have only part-time employees working piecework, and I’m a small 
businessman. 


S. DANIELE. 


Lewis CRAB FACTORY 


Brunswick, Ga. 
To Whom It May Concern: 

I consider it vitally necessary that our industry retain the present fishery 
exemption for the following reasons : 

1. Our industry is very seasonable which makes it subject to periods of over- 
production and cheap market conditions. 

2. Our product must be completely processed within 20 hours after reaching 
plant regardless of overtime involved. It is highly perishable with a shelf life 
of 10 days and must be kept under ice at all times. 

3. There is no method perfected to enable us to hold or preserve our product 
for an indefinite period and therefore throws us on the mercy of the prevailing 
market taking whatever price is offered. 

4. A large percentage of our labor is made up of women who are not heads of 
households and their earnings go to supplement that of their husbands. They 
are usually unskilled, elderly, and unable to hold down a normal job because of 
physical handicaps. If wage-hour law was imposed it would mean throwing 
50 percent of our employees out of work as they could not meet requirements to 
justify this wage. 

5. If we had to operate under proposed wage-hour law, our payroll would 
increase at least 50 percent which would force us to close down our plant as it 
would be impossible to operate at a profit. 

W. B. LeEwIs. 
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Fort MYERS FREEZER, INC., 
Fort Myers, Fla., March 14, 1959. 

NATIONAL FISHERIES INSTITUTE, 

Washington, D.C. 

Dear Sir: This letter is in reference to the proposed legislation that will 
raise the minimum wage and overtime pay to employes and extend its coverage 
to include the fisheries industry. 

We operate a shrimp processing plant for peeling, packing and freezing 
shrimp. We are concerned with the purchasing of fresh shrimp and processing 
them under contract. We do not market the finished product. Our annual 
profit is usually about 2 percent of gross sales. As you can readily determine 
from the information furnished on the attached form; an increase in wages of 
the kind proposed would eliminate any chance of profit from our operation with 
the present production equipment and methods that we are now using. 


‘There is no heavy industry in our community and very little light industry. 


The principal industries are fishing and truck farming—fresh vegetables and 
flowers. Our wage rates to labor is as good if not better than the average local 
rate and the wages earned by piece workers is at least 25 percent above the 
average. All employees, with the exception of two colored maintenance men; 
are all white women. The wages received by our male employees is considered 
good for this area. 

We are the only shrimp processing plant within a hundred miles of this port 
and present a convenient outlet for fresh shrimp to the local producers; 
especially for landings of less than ten thousands that are difficult and unprofit- 
able to move to distant processors. We operate entirely with freshly caught 
shrimp and are unusually busy immediately following landings and are sometimes 
idle between landings. This continued glut and then lack of shrimp causes us 
to require an abnormal amount of overtime work on the part of our supervisory 
and maintenance men when the shrimp have been landed and have to be 
preserved while they are still fresh. 

Because of the rising imports of shrimp, duty free practically ; from countries 
that have only a fraction of our labor cost and whose governments that control 
the seafood operation seemingly are endowed by the American taxpayer, I feel 
that a cost such as this wage and overtime increase would be disastrous. Your 
efforts on the part of the American fisherman are greatly appreciated. 

Sincerely, 
PavuL HERMIE. 


THE LiBerty FisH & OYSTER CoO., 
Galveston, Tex., March 2, 1959. 

NATIONAL FISHERIES INSTITUTE, INC., 

Washington, D.C. 


GENTLEMEN: We return herewith the completed questionnaire concerning 
prospective legislation to amend the minimum wage law. We wish to point out 
under section II our average number of persons employed in 1958 is listed as 10. 
This was computed by dividing the total number of employees used during the 
year by 52 weeks. The more accurate picture is that the number of employees on 
duty during the several off-season months drops to the low of one, whereas during 
the shrimping season, as many as 50 are used on days of heavy production. 

This points up our basic argument against eliminating the fisheries exemption. 
The shrimp season is at its height from July through November, or a period of 
5 months. Production during the other 7 months is very low. Shrimp must be 
harvested during the short 5 months’ period and must be unloaded and processed 
speedily whenever the vessels complete their trips and come to the dock. Each 
vessel begins and ends a trip depending on its own circumstances and factors 
including weather, and there is never any way of knowing on what days 
production and employee requirements will be heavy. On many days it is 
absolutely necessary to unload tremendous quantities of shrimp and to see that 
they are processed by culling, grading, weighing, packaging, freezing and storing. 

It is this seasonal aspect of the industry that makes it imperative to retain the 
fisheries exemption. Based on the increased cost that our relatively small 
operation would have suffered in 1958 without an exemption, we conclude that 
the extra cost to the shrimp industry would run in the millions of dollars. 

Yours very truly, 
JOHN MEHOS. 
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LOUISIANA MENHADEN Co., 


New Orleans, La., March 2, 1959. 
Mr. CHARLES E. JACKSON, general manager, 


NATIONAL FISHERIES INSTITUTE, INC., 
Washington, D.C. 


DEAR CHARLIE: We are returning the wage information questionnaire properly 
filled out. Under section 1, we want to report another figure. If it would have 
been necessary for us to pay time and half on all wages using the minimum of 
$1.25, an additional cost of $1,663.05 would have occurred. In other words, time 
and half at our existing rates would have cost $13,543.07 while time and half at 
$1.25 minimum would have cost $15,206.12. 

The following additional information is being furnished just in case it might 
be of some value in the formulating of your ideas when you present them to the 
committee. The increase that would have been caused by the using of a mini- 
mum wage of $1.25 per hour and time and half for all over 40 hours would have 
resulted in an increase in wages of 24 percent. During 1958, our catches at 
Cameron would probably qualify as an average year. Our plant processed fish 
92 days during the year and the average daily catch could have been processed 
in 61% hours. 

A further examination will reveal that approximately half of the hours we pay 
employees for working, they spend doing un-productive chores and in a lot of 
instances they are just waiting for the boats to come in. 

In our opinion, the minimum wage of $1 per hour is about all the industry can 
afford to pay. The enacting of a higher minimum wage along with a time and 
half rate for over 40 hours per week would be the same as closing our operation. 
It is not only the increase of the $1 per hour-man that we have to consider, when 
he is inereased to $1.25 per hour, it forces us to raise all the other rates 
approximately 25 percent. 

If we can supply any additional information, please do not hesitate to call on us. 

Yours very truly, 


JacK T. Styron, Secretary-Treasurer. 


MYRTLE GROVE PACKING Co., INv., 


Port Sulphur, La., March 7, 1959. 
NATIONAL FISHERIES INSTITUTE, INC., 
Washington, D.C. 


YENTLEMEN : Our lawmakers (Congress of the United States) should undertake 
legislation to improve the wrongs it has already burdened our industry with. 
Should pending bills to increase the minimum wage from $1 to $1.25 per hour and 
removal of the fishing exemption in the wage-hour law be enacted into law, we 
would be forced to cease our operations. 

We could not continue operations without risking bankruptcy. To discontinue 
our business would mean the loss of employment for approximately 250 persons, 
these persons would then be thrust on unemployment compensation and welfare 
rolls for their existence. 

Very truly yours, 
STEPHEN J. DEFELIcE, President. 


THe Port CLINTON FisH Co. 
Port Clinton, Ohio 


Since we produce one half of our fish in the months of April and May, it 
necessitates very long hours during that period of the year. It is not unusual 
for our fishing grounds to be 2% hours out from our home port. This means 
that our crews have absolutely nothing to do for 5 hours of the day. They can 
sleep if they want to. Actually this means that we would have to pay time 
and one half for over 15 hours a week. 

The fishing industry of this area is in sad enough condition without pouring 
salt into its wounds. The Canadians that fish on Lake Erie are as close to 
our markets as we are. They are paying $1 an hour for labor as well as being 
Subsidized by the Canadian Government while we are in direct labor competi- 
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tion with the highly industrialized area between Cleveland and Detroit. Sey- 
eral fisheries went out of business last year in this area. If this new law would 
be passed I feel quite confident that it would be the end of Ohio’s oldest industry. 


OrtTo L. KUEHN Co., 
Milwaukee, Wis., April 8, 1959. 
NATIONAL FISHERIES INSTITUTE, INC., 
Washington, D.C. 
(Attention Mr. Charles FE. Jackson). 

DEAR CHARLIE: We finally got around to coming up with some figures to an- 
swer your bulletin of February 17. 

Ours is a small operation and seasonal at Bayfield, Wis., but we are returning 
your bulletin with a few answers to the best of our ability. We do not do much 
better than break even on this operation and if we found it necessary to pay 
an additional $3,000 or $4,000 we would be in the red every year, and we doubt’ 
whether we can raise the price of cheap salt herring. The Government should 
know that when a seasonal run of fish is involved in an operation, the fish 
must be taken care of when it arrives at the plant, even though it might be a 
Saturday or Sunday, but it is difficult to name your selling price based on these 
extraordinary situations. 

Anyway, we do hope we have given you some type of answer. 

With kind regards, we are 

Very truly yours, 
WALTER L. KUEHN. 


TIDEWATER PACKING Co., 
Anchorage, Alaska, March 10, 1959. 
NATIONAL FISHERIES INSTITUTE, 
Washington, D.C. 
(Attention Mr. Chas. E. Jackson). 

GENTLEMEN: Enclosed please find our completed questionnaire which we did 
not receive until today because it was not airmailed. 

Loss of the fishery exemption in the wage-hour law would certainly not be 
good for our small salmon cannery. Most canneries in Alaska, as far as this 
writer knows, take the exemption. It is important to the industry. 

If we can be of any further assistance please let us know. 

Best regards, 

Very truly yours, 
P. Ray CorFin, Jr. 

P.S.—Please keep us on your mailing list. 

Senator Kennepy. Thank you very much. Glad to have heard 
from you, Mr. Johnson and Mr. Jackson. 

The next witness is Mr. Leon B. Schachter, vice president and 
director of the Washington office of the Amalgamated Meat Cutters 
and Butcher Workmen of North America, AFL-CIO. 


STATEMENT OF LEON B. SCHACHTER, VICE PRESIDENT AND DI- 
RECTOR, WASHINGTON OFFICE, AMALGAMATED MEAT CUTTERS 
AND BUTCHER WORKMEN OF NORTH AMERICA, AFL-CIO, ACCOM- 
PANIED BY ARNOLD MAYER, LEGISLATIVE REPRESENTATIVE, 
AND HERBERT A. LEE, VICE PRESIDENT AND BUSINESS REPRE- 
SENTATIVE, LOCAL 2 


Mr. Scuacuter. Thank you. I should like to introduce Herbert 
Lee, business representative of one of our local unions, and our legis- 
lative representative, Arnold Mayer who appear here this morning 
with me. 

I appreciate the opportunity to appear. 
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Senator Kennepy. Glad to have you, Mr. Schachter. Mr. 
Schachter, you have a statement of Mr. Lloyd and Mr. Gorman also, 
is that correct ? 

Mr. Scuacuter. Yes, I should like to submit that for the record. 

My name is Leon B. Schachter. I am a vice president and the 
director of the Washington office of the Amalgamated Meat Cutters 
and Butcher Workmen of North America, AFL-CIO. 

The AMCBW is a labor union of 375,000 members who are or- 
ganized in some 450 local unions throughout the United States and 
Canada. The AMCBW and its local unions have contracts with 
thousands of employers in the meat, retail, poultry, egg, canning, 
leather, seafood processing and fur industries. 

On behalf of the two principal officers of our union, President 
Thomas J. Lloyd and Secretary-Treasurer Patrick E. Gorman, I 
have submitted a detailed statement with the committee. This state- 
ment discusses at length the necessity and feasibility of extending the 


Fair Labor Standards Act coverage and increasing the minimum 
wage. 


It contains economic and statistical data to su port our view. I re- 
spectfully request that this statement be included in the record. 
(The statement referred to follows :) 


STATEMENT BY THOMAS J. LLOYD, PRESIDENT AND PATRICK E. GORMAN, SECRETARY 
TREASURER, AMALGAMATED MEAT Currers & BUTCHER WORKMEN (AFL-CIO), 
IN Support OF S. 1046 


Today, as on four other occasions in the past 15 years, representatives of our 
union are appearing before your committee to appeal for improvements in the 
Fair Labor Standards Act. The basic arguments of our testimony are frankly, 
not new. They have been refined, supplemented and given additional statistical 
basis. But, in essence, they are the same reasons presented to this committee 
three times in the past 4 years for the extension of coverage of the Fair Labor 
Standards Act. 

The reasons for the need to amend the Fair Labor Standards Act have not 
changed because the problems caused by the unjustified exemptions in the act 
have not essentially altered in the last 2, 4, 10 or 15 years. The problems have 
only become more serious, and more harmful to the Nation and individual 
families. The exemptions are just as unsupportable as they were in the past. 

Yet, unfortunately, the appeals for minimum wage and maximum hours pro- 
tection for millions of unprotected, low-wage workers have not been answered. 
On the contrary, in 1949, still more workers were exempted. And in the early 
1950's, in 1955 and 1957, nothing was done to repair either this damage or the 
original exemptions of the act. 

In the field of minimum wage increases, Congress has acted more favorably. 
In 1945, 1949 and 1955, the minimum wage was raised. Our statement will 
show that there are very definite human and economic reasons for Congress to 
repeat these actions. 

We would not be frank if we did not mention our disappointment at the lack 
of action in increasing the Fair Labor Standards Act coverage. However, we 
are also hopeful. We look forward to action by this session of Congress. We 
hope that the suffering and economic damage caused by the exemptions will, in 
1959, become a past evil. 

We, therefore, heartily endorse the support which President George Meany 
of the AFL-CIO has given to S. 1046. We are in complete accord with the 
testimony Mr. Meany has presented. We would like to supplement it by pro- 
viding additional information about the need to increase the coverage of the 
Fair Labor Standards Act and to raise the minimum wage in the industries 
with which our union is most familiar. 

Our statement will attempt to prove the need to— 

(1) provide minimum wage and maximum hours coverage in the retail 
food industry. 

(2) provide minimum wage and maximum hours coverage in the fish 
processing industry. 
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(3) provide maximum hours coverage in the processing of vegetables, 
fruits and some other foods by eliminating the two overtime exemptions 
for this industry. 
(4) increase the minimum wage to $1.25. 

In addition, we will make a brief appeal to you to provide minimum wage 
and maximum hours protection to the most poverty-stricken and depressed 
group of workers in our society, the workers on large corporation farms. We 
are not going into detail on this point, since we unuerstand that this legisla- 
tion, as embodied by S. 1085, will not be covered in this hearing. However, 
we want to appeal for the holding of hearings on this bill in the immediate 
future and we would like to have the opportunity to testify in detail on the 
need for this legislation at that time. 

We want to emphasize that our concentration on the particular industries 
listed above dces not mean we are neglecting the need for action in other 
industries. Far from it. We believe that every provision of S. 1046 is needed 
and should be written into law. We singled out the industries above because 
these are the ones in which we have knowledge. We know that other unions 
and organizations will provide data on the need for the Kennedy-Morse- 
Roosevelt provisions in other fields. 















I, RETAIL FOOD INDUSTRY 





More than 1 million workers in the nation’s retail food stores are without 
any form of Fair Labor Standards Act protection. The denial of coverage 
is based on the false assumption that the retail food industry is dominated 
by small-scale enterprise. It assumes that American food retailing is still 
controlled by corner or cross-roads grocers. 

Whether or not this Saturday Evening Post cover page concept has ever 
been true of the food retailing industry in the past quarter of a century may 
be debatable. But it is totally untrue in 1959. Food retailing today is domi- 
nated not by the small, but by the largest and the most profitab'e of American 
corporations. Many of these corporations are so large, they can dictate prices 
to other industries. Today, no one can question the administrative feasibility 
or the social need for bringing major sectors of retail workers under wage-hour 
coverage. 











1. Big business domination 


Concentration and big business domination in the retail food industry are an 
established fact. Three retail food chains—A. & P., Kroger and Safeway— 
rang up sales in 1957 to a combined dollar volume of $8.6 billion. This was 18 
percent cf the Nation’s food sales. Five additional ret*il chairs controlled 
an additional $3 billion of sales. (See table below). Thus, these top eight 
companies took in almost 25 percent of the entire $47.8 billion spent by the 
American people on food in 1957. 

This concentration is steadily increasing. For in 1954, these giants’ share of 
food sales was less than 23 percent, and in 1939, it was only 18.3 percent. 


Sales of all food stores compared with sales of 8 and 8 food chain store 
corporations 





















(a) (b) (ec) 
Percent Percent 
Year All food 3 chains! | 8 chains 2 thit (bh) that (rc) 
stores (millions) | (millions) is of (a) is of (a) 
(millions) 
we sep Ee am ee = - 
Re tee ee ee etre eee | $47, 786 | $8. 50 | $11, 614 | 17.9 24.3 
DURA fs ek ahs es sib ie ee 45, 965 7, 964 | 10, 890 17.3 23.5 
ee nee oa 43. 637 | 7, 456 | 9, 954 17.1 22.8 
RO i oe a 41, 640 | 1138 | 9, 439 17.1 22.6 
ee ore. ern BRR a 40, 776 | 6, 949 9, 088 17.1 22.2 
we nts: ped ie SLE ea 39, 768 6, 083 7,903 | 15.3 19.9 
a aks io Oe | 37, 632 | 5, 632 | 7, 250 15.0 19.3 
aes.” eet nee aoe 36, 936 | 4, 976 6, 405 | 13.5 7.3 
Re ee ESE Rha eM ELE 10, 728 | 1 648 | 2,024 | 15.4 18.9 
ELE at ees wall babe aii 10, 158 | 1, 508 | 1, 860 | 14.8 18.3 
i 





1A.& P., Kroger and Safeway. P 
2A.& P., Kroger, Safeway, American Stores, First National, Food Fair, Jewel, and National Tea. 


Source: Sales in all food stores from regular series of U.S. Department of Commerce. Chainstore sales are 
as reported in Moody‘s Industrial Manual. 
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Data from the 1954 Census of Business confirms the pattern of concentra- 
tion in the industry which the above figures suggest. According to that source 
(Bulletin R-2-2 p. 2-2) the less than 4 percent (3.9%) of retail food stores 
with sales amounting to more than one half million a year did 438 percent of 
the industry’s total business. 

A bare 10 percent of the grocery stores accounted for more than two-thirds of 
the Nation’s total retail food sales last year. According to the responsible 
industry source, Progressive Grocer, (April 1959, pp F1—F17) some 39,900 
supermarkets did $32,800 million worth (or 68 percent) of the food business 
in 1958. 

Unfortunately, the latest complete breakdown of food stores, according to 
volume of sales, dates back to the 1954 Census of Business. This breakdown 
is, nevertheless, extremely valuable in providing the concentration of sales 
among a comparatively few establishments and showing what the Kennedy- 
Morse-Roosevelt bill would do in the retail food industry. For the concentra- 
tion shown here has certainly increased. 


Percent of total sales handled and percent of total establishments; by sales size 
(food stores—United States) 








Percent of total sales | Percent of establishments 
Percent Cumulative | Percent Cumulative 
| Percent | Fercent 
With annual sales of: | Te Lee i 
$2,000,000 and over_._.......-....----- pengel 10.7 | 10.7 | 0. 42 0.42 
$1,000,000 to $1,999,000._..._._.....-_---_--- | 17.4 28.1 1.3 1.72 
$500,000 to $999,000... 2-2-2... 14.6 | 42.7 | 2.2 3. 92 
$300,000 to $499,000____..........-. peeae bide 8.7 | 51.4 2.4 | 6. 32 
$100,000 to $299,000....................-__._| 21.2 | 73.6 13.8 | 20. 12 
eee eee 13.6 | 87.2 20.3 | 40. 42 
eee a eer 12.8 | 100. 0 | 59. 58 | 100. 00 
| | 





1 For establish rents operating the entire year. 
Source: Census of Business—1954 “‘ Retail Trade Sales Size’ Bulletin R-2-2 p. 2-2. 











This table shows that the legislation before you would have covered in 1954, 
3.92 percent of the retail food establishments. Today, this percentage is prob- 
ably lower. But this 3.92 percent of retail food establishments handled 42.7 
percent of the sales. Today this percentage is probably higher. 

To further answer the argument that the retail industry is “local busi- 
ness,” we have a list of the operations of 11 representative food chains. These 
are the Atlantic and Pacific Tea Co., Safeway, First National, Food Fair, Grand 
Union, Jewel Tea Co., Kroger Co., Loblaw Groceterias, National Tea Co., Winn 
Dixie, and American Stores. This list shows the many stores, warehouses, 
bakeries, food processing plants, and even meat packing, coffee roasting and 
laundries these chains own and operate. Because this list is long, we are not 
including it here. But we will be happy to submit it if the committee wishes. 

The point is that the operations of the firms which do the majority of the 
Nation’s food business is so large and widespread that decisions are made 
on a national and regional basis. It is ridiculous to argue that Food Fair in 
Washington is a local chain, which is independent of the overall management of 
Food Fair in anything, but the most minor decisions. 


Shift in opponent’s arguments 


It is fascinating to note from the Chamber of Commerce’s and the American 
Retail Federation’s propaganda that there has been a slight change of empha- 
Sis in their attack on this legislation. Until recently, they charged that this 
legislation would put small stores out of business. They left the impression that 
the so-called “Mom and Pop” store would be brought under the Fair Labor 
Standards Act. 

This situation was never true. There has always been an exemption for 
retail establishments with less than a half million sales in the coverage bills. 
The truth of the matter apparently, was of as little concern to the legislation’s 
opponents as the justice of the matter. But, now, that an increasing number of 
Senators and Congressmen know about the provisions exempting small business, 
the Chamber of Commerce and the American Retail Federation and similar 
“anti-everything” groups have put their emphasis on another “small business” 
angle. 


41681—59——44 
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They are now telling you and other Senators that forcing big retail businesses 
to pay the “princely sum” of $1.25 an hour would hurt small business because 
small business has to compete with these giants for labor. And the small busi- 
nesses would, therefore, have to pay the same amount to attract labor. 

This argument is as easily disproved as their original contention. Large 
retail supermarkets in most metropolitan areas are organized by unions. They 
pay wages much above the $1.25 an hour. If the argument of the Chamber of 
Commerce or American Retail Federation had any truth to it, then small city 
grocery stores would have had to pay $1.50, $1.60 and up, an hour or not be 
able to hire workers. Actually, they have had no problem. Further, the large 
supermarkets which have, for one reason or another, been able to avoid 
organization also are still able to pay wages sometimes as low as 75 cents an 
hour and obtain workers. 

This argument, just like others of this type of organization, has no basis. 
The simple fact is that none of these groups are really concerned about small 
business. They amply show that whenever any legislation comes before Con- 
zress to truly aid small business. They simply use small business as their 
“patsy”. 

Further, there is no actual reason why retail establishments with sales of 
more than a half million dollars a year should be exempt from the Fair Labor 
Standards. These establishments are no more small business than the Chrysler 
Corporation. They are no more local businesses than Armour and Co. 


Ability to pay 


One need not have any fears about any possible inability of the retail food 
industry to pay a $1.25 minimum and time and one-half for overtime. Corpora- 
tions in the retail food industry compare favorably with other industrial 
corporations, not only in sales volume but in profit returns, as well. The 
Monthly Letter of the National City Bank reports average percentage returns 
net assets: 





1956 1957 





34 retail food chains ee ee eee iiopasaiaialsaiecaeas Seeks aeisendd ermine percent 15.4 | 15.8 
3,521 corporations--.--..-. a taca intl anna nie detest an a alae alate php Cgied aba’ do....) 21.3] 10.8 





Source: April 1958 and April 1959 issue. 


Thus, returns to food chains have been running close to 50 percent above the 
averages for major U.S. corporations. 

The current level of profit for food chains is indicated by the following anal- 
ysis of 1958 sales and profits of 12 major chains. Please note that for most 
of these chains the fiscal year reported includes 1958’s sharpest recession 
months. 


1958 sales and profits of 12 leading food chain corporations 


Num- | Profit Percent | Percent 
ber | Total | Total | Sales per per | profit | profit to 
of sales | profits store store to net 

stores | sales worth 


American Stores _ _- 2 830 | $872, 493,789 $11, 576,730 | $1,051, 197 $13, 948 | 
A, & P , 197 | 4,769,249,488 | 50, 666, 686 1, 136, 347 12, 072 
Colonial Stores | 473 437, 144, 409 4, 849, 159 | 924, 195 10, 252 
First National oa 575 | 521,494,993 | 8, 799, 277 906, 948 | 15, 303 


Food Fair__...........- 347 | 640, 158,679 | 9,801,559 | 1,844,838 | 28, 247 
1, 147,131 | 15, 106 


Grand Union: _-...-_.-: 414 474, 912,027 | 6, 253, 878 
Jewel | 937 | 443, 813,024 | roe 1, 872,629 | 32, 947 


wo 


12.5 
14.0 
12.5 
13.0 
17.5 
13.3 
15.9 
15.0 
19.8 
14.3 
15.6 
24.8 


| 
=e , 428 | 1,776,175,147 | 21, 629, 930 1, 243, 820 15, 147 | 
Loblaw rude mcme 200 | 261,098,710 | 3, 568, 929 1, 305, 494 17, 845 
National Tea 932 794, 162,135 | 8, 841, 543 852, 105 9, 487 | 
Safeway -| 2,117 | 2,225,354,200 | 33, 406, 485 1,051, 183 15, 780 | 
op 8 i rae 503 | 633, 436, 856 | 12, 918, 040 1, 259, 318 25, 682 


| 


ae FN NOaNe 
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Note.—The years covered are 12-month periods ending Dec. 27, 1958 for American Stores; Feb. 22, 1958 
for A. & P.; Dec. 27, 1958 for Colonial Stores; Mar. 29, 1958 for First National; Nov. 8, 1958 for Food Fair; 
Nov. 29, 1958 for Grand Union; Jan. 3, 1959 for Jewel; Dec. 27, 1958 for Kroger; Feb. 22, 1958 for Loblaw; 
Jan. 3, 1959 for National Tea; Dee. 31, 1958 for Safeway; and Jan. 10, 1959 for Winn-Dixie. Net worth is 
estimated at the beginning of the fiscal year in most cases, or at the earliest date in the year for which a 
balance sheet is available. 
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The lowest rate of profit shown is 12.5 percent on the net worth dollar for 
American and Colonial Stores. This is substantially above the average for all 
corporations. Clearly, there can be no basis to the continued subsidization of 
large retail store profits through the maintenance of less than minimum 
standards for their workers. 

During these hearings, questions have been asked about the ability of stores 
in the $500,000 to $1 million sales volume category to pay $1.25 minimum wage 
and establish a 40-hour workweek. In partial answer, we wish to submit the 
breakdown of the sales per dollar payroll and payroll per dollar of sales, ac- 
cording to the 1954 Census of Business (the latest figures available for the re- 
tail food industry.) 


Sales per dollar of payroll and payroll per dollar of sales, by sales size and 
employment size, 1954 (food stores) 











Sales per pay- Payroll per 
roll dollar dollar sales 























With annual sales of— 


OO OI BN NO i it hes ees. week, OF eS $13. 04 | $0. 077 
See Se OIE is ic cibhentendababakenkciiassudbaunanncomwadbedl 14. 08 | . 071 
ee OR) SII «iinet 0 5s etnias ahancitginyh cn tens ipa pinnate 13.77 | . 073 
$500,000 I sai da tie a cht hdunldiaaeslipkacnden ssiciapptantesiealilenk hes — 13. 66 . 073 
NE Ol Csi aca cic agctninws cuatro ancenidineshin sine preted } 13. 35 | . 075 
$100,000 to $299,000. ......--..-.-....---.-- ectabieca ati dalled lindbca hordes 14. 56 | . 069 
With Nov. 15 employment of-— 
Del) ne GI . cnehbbineeeinaniionenmas oS lap e tet becker | 139. 12 . 0072 
1 paid employee __------ Dateceegs cere igeatetakecles malian eataeaae | 22. 88 | 044 
ee CEE ae icicirecmivnnenendneneeqaabehienetdbiidoubiacetieas: | 18.10 | 055 
ee CRITE go ce ntuadeccnudcccass Smile Gaentee aes iat | 15. 16 | . 066 
00 Ra cignttckccieincttionantinivnainitinmteinhawane 13. 38 | .075 
6 or 7 paid employees___--------- radiata asditeeesohamcntdaiseaeeine a) 12. 31 . 081 
8 or 9 paid employees __- beside cabs spiniiuis Uiledticials beet | 11. 65 . O86 
Te Sie ne I adios rpc ciacbalrnrctnnctdncn wegen aca aimanee } 11. 96 | Os4 
Oe Fe re ahd cen en cncneniabsbscencuticcabeas | 12. 67 | .079 
Sa ar en as cial 5 rs linia en aes Soalateniol eeiiataeheaediarenal 13.55 | . 074 
ee Oe ee Ce iainiictieidcs Scns cnqncntanckesemndeaenenl 13.18 | . 076 


109 SF BRGCS BONS CII FONE oo nictnnnncccncedcscctnnntitamncenscmeccest AL. 28 | . 089 








1 For establishments operating the entire year. 


Source: Census of Business: 1954, Retail Trade, Employment Size, Bulletin R-2-3, U.S. Department of 
Commerce, and Census of Business: 1954, Retail Trade, Sales Size, Bulletin R-2-2, p. 2-2. 













This table shows that there is no substantial difference in labor cost relative 
to sales size or to employment size of stores. In economic terms, stores with 
sales of half a million dollars to $1 million face no appreciably heavier labor 
costs than larger competitors. In fact, the payroll costs per dollar of sales 
of that group are lower than either the $1 million to $1,500,000 group or the 
$2 million to $4,999,000. 


4. The extent of the problem 


Currently, the more than 1 million workers in food stores are averaging about 
$68 for a workweek of 36 hours—at an hourly rate of close to $1.90... This 
means that the great preponderance of the industry, including even its small 
unorganized segment, has already reached standards of wages and hours above 
those proposed in this legislation. 

Only in a few areas outside the Southern States in the retail food industry 


















5 do there remain any significant sections of workers whose standards would be 
; raised under such proposed coverage. A BLS study in 1956* showed that 37 
) percent of food store workers in the South were working on schedules calling 
5 for more than 40 hours work a week at wages of less than $1 an hour. This 
; 37 percent compared with 18 percent in the North Central area, 10 percent in 
) the West and 7 percent in the Eastern area of the country. 

8 Progress since 1956 has, undoubtedly reduced these proportions of workers 
; at worse than substandard levels of pay and working hours. Wages have risen 
a +Estimated from unofficial BLS reports of hours and earnings in grocery, meat, and 
8 Vegetable markets. 


_7“Employee Earnings in Retail Trade in October, 1956” (food stores), BLS Bulletin 
No, 1220-3, p. 8. 
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by an amount estimated by our research department to average more than 20 
cents an hour nationwide. Weekly work hours have been cut. 

Further evidence of this national trend is indicated by reports of progress 
made in AMCBW contracts signed with retail food store employers. As recently 
as 1951, only 8.9 percent of our contracts provided for a 40 hour week. Today, 
72.3 percent of our agreements provide for the 40 hour standard, as is shown 
by the table below : 










Percentage of retail contracts in force, listed by number of hours, negotiated by 
Amalgamated Meat Cutters Local Unions 



















Number of hours 1951 1953 1955 1958 





I ann fn wo Mea 8.9 17.6 31.1 59.9 172.3 
ne i 4.3 8.7 23.7 15.5 17.4 
NE MUN i icivnck wocausqickancubedwueacsane 78.9 73.7 43.1 24.6 10.3 

























1 Before expiration, 74.6 percent of theve contracts will provide for a 40-hour week. 
Source: Retail contract files in Amalgamated Meat Cutters International Office. 


The bulk of contracts allowing for a workweek of more than 40 hours are 
with independent retailers operating no more than one or two stores. Cur- 
rently, less than 10 percent of Amalgamated retail members are working under 
such contracts which call for more than 40-hour workweeks. The trend toward 
the final elimination of the longer workweek is demonstrated by the following 
table showing the total of workers on workweeks of over 40 hours declining 
from 25.3 percent in 1957 to 9 percent in 1959. 





Canning and Canned 
preserving fruit 











Hours Hours 
DIT icnincsininsaesincinpiitbahiiee nianiai inmates etebing madeliaksEe iia Renia neti: aasnina aaa 40.7 42.8 
Ns ak 8 Se cee inace eae ee aa as 42.1 43.0 
rN ee ee eens 42.3 44.6 
SONNE Soh eden i dccacebenandcktsccccoghadiaussaseaiah ae pees oe 40.2 41.7 


More than 90 percent of the retail contracts negotiated by our union provide 
for no wage of less than $1.25 an hour. Where contract wage rates of less than 
$1.25 an hour appear, they cover workers in predominantly unorganized sections 
of the South, and generally apply only to beginning wrappers. Few workers 
are ever hired at such rates, and none remain at such levels beyond a brief 
probationary period. 

Our Research Department estimates that less than 1 percent of our retail 
members are now actually earning less than $1.25 an hour. 












5. Unfair competition 


For the employers of the more than 150,000 of our union’s retail members, 
the increase of the minimum wage to $1.25 an hour and the establishment of 
a 40-hour workweek in retail would mean some welcome relief from unfair 
competition. Some of these employers are faced with competitors who are using 
their exploitation of workers to take customers away from other retail firms. 

The retail firms, large and small, with whom our union has contracts prove 
that retail food firms can very well afford to pay $1.25 minimum wage and have 
a 40-hour workweek. These organized firms are paying far higher wages. For 
example, in the Washington area retail food stores, the lowest wage is $1.73 
and pay ranges upward to $2.89 an hour, under the present contract. 

In fact, the statistics on average retail food industry wages listed above in- 
dicate that in most areas stores, whether organized or not, are paying near 
the $1.25 minimum wage or above. Only in a few areas of the South would 
the extension of the Fair Labor Standards and the establishment of the $1.25 
minimum wage come as any preceptible economic change. 













6. Southern supermarkets ability to pay 


It is interesting to note that food costs in the South are no lower than in the 
rest of the Nation. The annual cost of food to meet the requirements of the 







BLi 
rese 


P 
wag 
Fai 

0 
on | 
the 
cen 
an ¢ 

I 
up 
and 
mee 
mir 

y 
wa} 
tho 
om. 

é 
knc 
bro 
rec 


($1 


TO AMEND THE FAIR LABOR STANDARDS ACT 671 


BLS city worker’s budget at current prices compared as follows for two rep- 
resentative cities in the South and two in the North are: 


Atlanta 
Chicago 
Houston 
New York 


Prices are just as high in these low wage areas as in the ones with higher 
wages. Further, southern food chains are as able to pay the standards of the 
Fair Labor Standards Act amendments as are other chains. 

One southern chain, Winn-Dixie, has the highest rate of profit on sales and 
on net worth in the retail food industry. Net profit on sales for Winn-Dixie in 
the latest fiscal period was 2.0 percent as compared with an average of 1.3 per- 
cent for twelve major chains and 24.8 percent on net worth as compared with 
an overall 15 percent. 

It can be estimated roughly that out of every dollar of the $633 million rung 
up last year by Winn-Dixie cash registers, 4.2 cents went to profits before taxes 
and no more than 6 cents went to pay wages. Obviously, there is margin to 
meet the minimum requirements of wages and conditions that would meet 
minimum standards of health and decency for Winn-Dixie’s workers. 

We have heard much hue and cry over the alleged “inflationary impact” of 
wage increases. The wage-price push has become the favored bogeyman of 
those who resist workers’ hopes for more of the good things this Nation’s econ- 
omy is so abundantly able to produce. 

Apply this theory to the specific situation of a Winn-Dixie worker. He 
knows the enormous profit made by his employer. He knows that the four 
brothers named Davis who thake up Winn-Dixie’s top management team each 
received more than $1 million last year in salaries, bonuses, and dividends 
($1,498,618 to be exact) from that company. 


II. FIRST PROCESSING AND SEASONAL OVERTIME EXEMPTIONS 


Among the least known, but very harmful exemptions in the Fair Labor 
Standards Act are the two which provide a 28-week period in which no overtime, 
or only limited overtime, need be paid to workers who process vegetables, fruits 
and some other food products. These are often referred to as the seasonal 
and first processing exemptions. 

They are: 

(1) Section 7(b) (3) which provides that the employer may run work sched- 
ules up to 12 hours a day and 56 hours a week for 14 weeks without paying the 
time and one-half rate for overtime in an industry which the Secretary of Labor 
has classified as “seasonal.” 

(2) Section 7(c), which provides that for a period of 14 weeks (and this is 
an additional 14 weeks) an employer does not have to pay any overtime what- 
soever, no matter how many hours worked, to employees engaged in— 

(a) First processing of or in canning, or packing, perishable or seasonal 
fresh fruit or vegetables, 

(b) In handling, slaughtering, or dressing poultry or livestock, 

(c) Or in the first processing within the area of production of any agri- 
eultural or horticultural commodity during seasonal operations, 

(d) In first processing of milk, buttermilk, whey, skimmed milk, or cream, 

(e) In the ginning and compressing of cotton, or in the processing of 
cottonseed, 

(f) In the processing of sugar beets, sugar beet molasaes, sugarcane, or 
maple sap, into sugar. 


1. Complete overtime exemption 


Thus, for all practical purposes, the major food corporations of the Nation are 
free of any effective maximum hour coverage during 28 out of the 52 weeks of 
the year. They are required to meet the minimum workweek standards im- 
posed on the rest of American industry only during the 24 weeks of the slack 
season. In practice, this amounts to a 100 percent exemption from maximum 
hour coverage since the workweek in canneries normally runs no more than 37 
or 38 hours during slack months of the year. 

Retention of these two exemption periods can find no support in logic or in 
justice. Their only effect is to keep down workers’ wages. 
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Presumably, the original justification of these exemptions lay in the need for 
a certain amount of overtime in the processing of perishable crops. For a few 
weeks in the year at the peak of the crop seasons some overtime is doubtless 
necessary in the canning of fresh fruits and vegetables. 

However, the facts of the situation indicate that (1) the need for overtime 
is far less substantial than had been assumed for the canning and preserving 
industries and (2) these industries are as fully able as nonexempt ones to pro- 
vide the level of pay for needed overtime work which is now recognized as fair 
premium for the special fatigue and strain of overtime work schedules. 


2. Amount of Overtime 


How much overtime work do the canning and preserving industries actually 
need to meet seasonal production requirements? Examination of the facts show 
that the actual workweek in these exempt industries has averaged no longer 
than in industries now paying time and one-half overtime rates. In fact, total 
overtime hours worked by the exempt canning and preserving industry just 
equals the average for all industry as reported for 1958 by the Bureau of Labor 
Statistics. Averages for the last year were reported as follows: 


Average 
weekly houre 
GRENIER ei eis iteeenss tein la tte bl aa atl ce ie el 39. 6 
PED TE I TN isin ie sia hes Ge Sais iss inate Galas nse akeelas ie aida 39.3 
TEED TAO sii c i ciimnichake ain aes et oie il ede eee ee, 39. 6 
PTI I iis iin S cies nn ances ng se aaa Maddie ealon 38. 8 


Even the canned fruits, vegetable and soup industry in 1958 averaged only 41 
hours’ work per week. This was a shorter work week than in 25 other manu- 
facturing industries where time and one-half was paid for every minute worked 
above 40 hours in the week. These other industries needed some extra hours of 
work and paid for it at statutory premium rates. 

Premium payments for the actual hours worked above 40 during the neak sea- 
sonal period of July to September would have represented no unsupportable eco- 
nomic burden. For the canning and preserving industry and for its canned 
fruit, vegetable and soup division, the 1958 record was: 


Contract hours 1957 





40 hours 
41 to 45 hours 
Over 45 hours 





During only one month and in only one sector of the industry was actual work 
time, in any sense, outside the normal range of work schedules which exist in 
industries whose workers have not been deprived of a premium rate of pay for 
longer and more onerous work schedules. In fact, in the meat packing industry, 
where time and one-half, is the universal standard, seasonal work schedules in 
the past have averaged well above the level shown for this exempt industry. 


3. Length of harvest seasons 


The needlessness of these exemptions can be shown another way. No harvest 
season of any vegetable in any part of the country lasts more than a fraction of 
the 28 weeks which the exemptions of the Fair Labor Standards Act provides. 
In its booklet, ‘Vegetables for Commercial Processing,” the Department of Agri- 
culture lists the most active harvest dates for 11 vegetables chiefly used for 
processing in some 350 main-producing areas of the Nation. Two-thirds of these 
area harvesting periods last 4 weeks or less. Only 13 or 3.8 percent of them, last 
more than 8 weeks. 

Here is a breakdown of these regional harvesting periods: 


Th0 AVOGRS 00 1CRE on cts Skt OTTO ON iiss cee adeno 3 
PO OE as bi be tee 59 | Fourteen weeks....=.......-.64-s.-. 2 
ET i iis Scenics oR oe a a a ae 1 
Bie Oct ocean ciapewisatens 7O:} Dighteen : WeCKB ioc ois ance 2 
We Oi eek BREE OO 5 IN ace dtncncdes ccraiacnaticinicalenslied 0 


"ROTOR icin aceasta peiads Sista 5 
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Source: Vegetables For Commercial Processing, U.S. Department of Agricul- 
ture, 1954. 

In other words, corporations or their trade organizations attempt to justify 
these exemptions by claiming they are needed to meet the peak work at harvest 
time. But the fact is that no harvest period lasts anywhere as long as the 
exemptions. 


4. Need for exemption elimination 


The total elimination of both the seasonal and first processing exemptions 
would impose no conceivable operating problems on the canning industries. Under 
no circumstances could it mean crops rotting on the ground because the cannery 
or processing plant could work no more than a 40-hour week. In the great num- 
ber of this Nation’s areas where labor surpluses exist, the ending of the exemption 
would mean simply the hiring of a certain number of additional workers and a 
consequent reduction of some unemployment for a few months of the year. This 
could certainly be described as a worthy objective of national policy in this 
period when unemployment continues at a level of more than 4 million. 

Or it could mean a little more money for workers already employed in the 
processing plants, whose wages are comparatively low. Such increases in take- 
home pay to this group of notoriously underpaid workers would hardly be in 
conflict with national policy or with the interests of the economy. 

All the evidence indicates that this group of workers is most urgently in need 
of this minor economic gain. Here, for example, is the record of average hourly 
earnings for workers of the industry from 1947 through 1958, compared with 
similar figures for the average of all manufacturing workers: 


Comparison of hourly earnings in canning and preserving with all manufacturing, 
1947-58 


| 


| 
|} Canning; All Cents | 
| 








Canning All Cents 
Year | and pre- manu- differ- Year |} and pre-| manu- | differ- 
| serving | facturing ence serving | facturing ence 


ne i ae 

















| 
1 1 17.6 |} 1954............-.-- $1.41 | $1.81 | 40.0 
1948. -.----| 1LM6| 1.350 SG We Wieck ccesscoss 146) 1.88 | 42.0 
a | 1.128] 1.401 TO acct con seaee | us7| 198] 41.0 
We 7.5... | 1191] 1.465} 7.41) 067...-.-2.0....2.. | 16s} 207] 44.0 
SN ce, «ai gan beets Pi be pee SAGE Mss. ciccteamrnds 1.67] 2.13] 46.0 
ee oa 1.67 35.0 || a= = 

ae | 2136) 7 41.0 || Increase since 1947 | | 
| (cents)-.| 63.1] 89.3 |-...-.... 

| 1 | | 


Source: Bureau of Labor Statistics. 


This table shows that workers in the canning and preserving industries are 
far behind the average wage paid to American manufacturing workers. In 
1958, the difference was 46 cents an hour. But worse yet, canning and pre- 
serving workers are falling further and further behind every year. In 1947, 
they were 17.6 cents under the manufacturing average wage; in 1950, 27.4 cents; 
in 1953, 41 cents; in 1956, 41 cents; and in 1958, 46 cents. 


5. Small cost of 40-hour week 


What would happen to workers wages if time and one-half payments had 
been made for overtime worked during the peak months of 1958? In the months 
of maximum work time in 1958 in the canned fruits, vegetables and soup in- 
dustry, actual work schedules and hourly earnings were: 


Month Hours Hourly 
| earnings 








ee en gh ge ina cam alee ee alee muta Kedeies) 43.0 | $1. 69 
Rei as ee ae eS ree | 44.6 | 1.70 





Even if we assume that no overtime payments were made in 1958 to increase 
the average hourly earnings figures above, the added cost of meeting time and 
one-half payments would have been only 9 cents an hour in August and 11 cents 
an hour in September. 
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Source: Estimate using the Bureau of Labor Statistics adjustment factors for 
estimating the effect of various levels of weekly hours on hourly earnings. 

This means that if the time and one-half rate had been paid for these heavy 
work schedule months, it would have increased average wages in the fruit, vege- 
table and soup canning industries—the part of the canning industry with the 
most overtime in peak months—to $1.78 in August and $1.81 in September. 
These average wages would still have been 35 cents an hour below the average 
manufacturing wage for August and 33 cents below the average manufacturing 
wage for September. 

It is therefore obvious that providing the 40-hour week in this exempt indus- 
try by elimination of the seasonal and first processing exemptions can hardly 
have an adverse effect on the industry. The costs will be small. But elimina- 
tion of the exemptions will put a little more cash in the pockets of low paid 
workers. 

6. Sharp productivity increases 


Not only do these workers need such an increase, they also deserve it because 
of their productivity increases in recent years. Unit labor costs have very 
rapidly declined in the canning and preserving industry. Consider the tables be- 
low which compare the indexes of earnings and output per man-hour in these 
industries between 1947 and 1958: 





(1947 = 100) 
| \I | 
| Average | Output i Average | Output 
Year | hourly | per man- Year hourly | per man- 

| earnings hour | | earnings hour 
| J |——____________|_ 
ae eee a aan ee | 108. 4 RIS Th See sand cctipeusceccke 135. 4 140.0 
i ae ee as | 144.4 118.3 i] Seeea win Seca eccadsacancemacese 140.2 145.3 
Ry eee ge Seen 122.0 | Ree th Rigo akc cdsbieka nes aiid 150.8 154.9 
PS | 126.8 IE at EU torte ta cies obaresicienek de tinct cuca 156. 6 159.9 
tarda Sheree ma ksctcne eae | 130. 6 BSG. 2 Fh Fao cecccaunepaesbbiansbane= 160. 4 164.1 





Source: Bureau of Labor Statistics 1949-57. 1958 is estimated from Federal Reserve Board production and 
BLS man-hour data. 


Between 1947 and 1958 hourly earnings in canning and preserving have in- 
creased 60.4 percent and output per man-hour 64 percent. Therefore, wages 
paid per unit of output fell by 2.3 percent. For a given volume of production 
the industry in 1958 paid 2.3 percent less money in wages than it did in 1947. 
Making an adjustment for increases in the cost of living, real wages per unit of 
production have fallen 32.3 percent. 


7. Large corporation profits 


This alone would indicate that corporations can well afford the elimination of 
the seasonal and first processing exemptions. They can well afford to pay for 
the small time and one-half payments they would have to make. 

But as added testimony to this point, consider the listing of net profits of 
nine leading food corporations in the years 1955 to 1958: 


Net incorne of 9 large food corporations, 1955-68 


{In thousands] 














Company 1955 1956 1957 1958 

I phn hc anaes neaaiaameueere $5, 553 $6, 390 $7, 317 $7, 602 
III i ie babe naan 8, 868 11, 449 12, 602 8, 428 
Campbell Soup. -.............. Se vataetptctesagumiceoeks ee 29, 133 29, 244 29, 949 31, 397 
III she oh Ce ak = Ne ee 31, 737 39, 001 42, 400 48, 397 
ee ee fo 8 So ae ee oS ee 8, 782 10, 584 10, 626 9, 337 
EIN Sek 0 Se el aumewanale 2, 403 1, 675 4, 514 4, 673 
Beery, BROteen & BADD... co icccwcccncccesnesene 16,175 &, 038 3, 675 2, 701 
I a adm wi elas AoE 10, 563 12, 095 13, 837 14, 690 
Stokely-Van Camp__........-.....--- i Si baccarat 3, 782 4, 495 3,215 2, 824 

NN is 5 .d6 ideas ich isutn dened ene 106, 996 122, 971 128, 135 130, 182 





1 This figure is for 15 months—March 1954 to June 1955. 
Source: Moody’s Industrials. 
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Obviously corporations with such large and rising profits returns cannot plead 
inability to pay a few additional cents in wages. Nor need they pass on the 
cost to the consuming public or attempt to make it up by depressing farm prices. 


8. AMCBW contracts in industry 


Still more proof of the industry’s ability to pay time and one-half rates for 
overtime comes from the contracts negotiated by our union with companies 
in this industry. These labor-management agreements show a strong trend 
toward the elimination or the whittling away of overtime exemptions. Such 
progress is of course difficult when major producers operating without benefit 
of union contracts still exploit the FLSA exemptions for competitive ad- 
vantages. But the practicality of operation with such exemptions even in the 
most seasonal sectors of the industry has been demonstrated by this Union 
achievement. 

Listed below are analyses of some of our local unions’ contracts with food 
corporations as far as the exemptions are concerned: 
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All of these facts should leave no doubt that the elimination of the seasonal 
and first processing exemptions is both necessary and practical. Canning and 
preserving corporations can well afford to pay the cost of time and one-half rates 
for overtime—a cost which will be small. Workers in the industry could well use 
the extra money. 

These exemptions are anomalies. They should be eliminated. 






Ill. SEAFOOD PROCESSING EXEMPTION 


The almost total exemption from coverage for the 22,000 or more workers 
in the seafood processing industries sharply illustrates the principle that seems 
to have been written in too much of the present Fair Labor Standards Act: that 
coverage shall be weakest for those whose need for wage-hour protection is the 
strongest. 

The auto workers, the packinghouse worker, the steelworker, or the skilled 
machinist operating from a position of bargaining strength is able to win 
conditions far above minimums prescribed by the statute. For such workers, 
Fair Labor Standards Act coverage is clear-cut and complete. 

On the other hand, workers in such industries as canning and fish processing 
where little such power of self-help exists, are, in effect denied all wage-hour 
coverage. It is as though only the poor were forbidden to sleep under bridges. 
Such coverage as has been provided for workers in the seafood processing 
industries is riddled with anomalies baffling the analysis of the most astute 
administrator. 


1. Canning coverage riddled with exemptions. 


In the Fair Labor Standards Act, as enacted in 1938, all workers in the seafood 
industry were excluded from minimum wage and maximum hours protection. 
In 1949, Congress made a small improvement by providing minimum wage 
protection for workers employed in a “single, uninterrupted canning process.” 

This step, although in the right direction, has met only a small part of the 
problem facing seafood processing workers. Not only were the majority of these 
workers still without minimum wage and maximum hours protection, but the 
canning provision has been applied with such a wealth of complexity and 
exemptions that it does not do what it was meant to do in its very limited field. 

For example, the $1 minimum wage. provision in seafood canning does not 
apply to— 

Workers placing fish in cans which are not hermetically sealed. 
Workers engaged in operations preliminary to actual canning. 

Workers labeling or packing cans of fish. 

Workers not employed 80 percent or more of their time in canning fish. 


Office workers, maintenance men, and truck drivers employed by fish 
canneries. 


2. Coverage needed 


Few workers are so urgently in need of the Fair Labor Standards Act pro- 
tection as those in the seafood processing industry. In this industry, wages 
go as low as 60 cents an hour. Not far from Washington, in Norfolk, Va., and 
Hampton, Va., women work on fish for 65 cents an hour. On the gulf coast, 
wages are generally below $1 an hour—and often in the 60, 70 and 80 cents 
area. This industry is seasonal, and workers are often able to find work only 
in the season. The results are very low annual earnings and fantastic poverty. 

Consider, for example, the report of a union representative who talked to 
oyster, crab and shrimp workers in the metropolitan area of New Orleans. 
These workers were comparatively lucky. Because they worked in a city area, 
their wages were high for the gulf coast seafood industry—$1 an hour. Yet 
they were able to find consistent work only during the two seasons: April to 
June and August to November. Their average earnings were generally below 
$1,000 a year. 

The exemption from the Fair Labor Standards Act coverage brought- other 
problems, according to our New Orleans informant. He wrote, “These 
employees have told us that they have been called out at 3 a.m. and will wait 
around for as much as 4 hours before being sent to work. Others will be sent 
home and told to report the following morning after waiting 4 hours. After 
beginning work, these employees may work anywhere from 1 hour to 22 hours 
a day at straight time.” 

He continued,” All of these workers are required to furnish their own uni- 
forms which cost between $3.50 and $5.50 each. Because of certain health regu- 
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lations, these companies insist that employees wear clean uniforms every day 
they are called to work. In addition to the uniforms, certain of these com- 
panies require the workers to purchase rubber boots and aprons at their own 
expense.” 

He concluded, “Working conditions are just about as bad as you will find 
in any industry in America.” 

National averages mask the abysmally low wages paid in some sectors of 
the industry. This is mainly due to the comparatively high wages paid on 
the Pacific coast where organization of seafood workers by unions has made 
comparatively good headway. However, a number of very obvious conclusions 
ean be drawn from the national statistics. These conclusions show the need to 
provide full Fair Labor Standards Act protection for workers in this industry. 

According to the 1954 Census of Manufacturers, there were in that year 11,232 
workers in the packaged seafood industry. Their average hourly earnings were 
$1.15 as compared with $1.31 for the 1,425 workers in the cured fish industry 
(S.1.C. 2032) and $1.48 for the 14,125 workers in the canned seafood industry 
(S8.1.C. 2031). 

The U.S. Department of Labor gives no reports on earnings or employment 
for packaged seafood, but data from the Annual Survey of Manufacturers for 
1956 (p. 16) shows 1956 earnings for production workers in the industry 
actually below the 1954 level of $1.15. By 1956, the 10,510 workers of the 
industry put in a total of 16,226,000 man-hours for total wages of $17,356,000 
or $1.07 an hour. 

In other words, while hourly wages in most industries showed average 
increases between 1954 and 1956, the packaged seafood industry has shown an 
average decrease of 8 cents an hour in the same period. Workers in this indus- 
try not only earn low wages, but these wages have actually become lower. 
This is a situation which certainly calls for correction. 

It is safe to estimate that in 1959 workers in the packaged seafood industry 
earn an average of at least $1 an hour less than the average prevailing in 
all American industries. 

The seafood canning industry, which is partially covered by the minimum 
wage shows a higher average earning for workers. For this industry, together 
with the numerically much smaller curing operations, the Bureau of Labor 
Statistics is able to provide figures for average earnings and hours worked. 


Weekly earnings, weekly hours and hourly earnings, seafood, canned and cured, 
1951-58 





Average Average Average 
weekly weekly hourly 
earnings hours earnings 
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Source: Bureau of Labor Statistics. 


The average hourly earnings of $1.79 in 1958 are 34 cents an hour below the 
average of all manufacturing wages. But it is much above the average wages 
in other seafood processing industries. This difference is at least partially 
attributable to the minimum wage coverage which the Fair Labor Standards 
Act provides for seafood canning. 

The Bureau of Labor Statistics data also show that maximum hour protec- 
tion of the Fair Labor Stndards Act can be provided to seafood canning work- 
ers without any perceptible impact either on work schedules or rates of com- 


pensation. The average weekly hours stayed far below the 40 mark in this 
industry in the past 8 years. 


3. Regional wage differentials 


As previously indicated, a very large wage differential exists between vari- 
ous parts of the Nation in seafood processing. The gulf coast area is a low 
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wage zone. The Pacific coast is a relatively high wage zone. Average wages 
in the latter area are some 90 to 100 percent higher than on the gulf coast. 


The following table, derived from the 1954 Census of Manufacturers, docu- 
ments this fact: 








1954 seafood processing hourly earnings, regional comparisons 





Region Canned | Cured Packaged 
seafood fish seafood 

























Northeast and’ North Oentral.- . o.oo. 5s sess wed cawenwal $1.19 $1. 45 $1. 44 
IN 5155 Ck oe od. emcad cto cunaeninls neues eis oe | . 04 - 90 89 
Sickness tide to wo laiogen cn Riliecanscdid ah gcclamaiasabtiniatn a iaisind natdeh be edile ual | 8 1.69 


It is certain that wage trends since 1954 have not served to reduce these 
giant geographical differentials. In fact, they have, undoubtedly, been widened 
by the tendency of Northern and Pacific wage levels to follow general patterns 
of the areas. 

The existence of these large wage differentials within the borders of a single 
country must be a matter of national concern. They are the source of much 
unfair competition. 

Continuance of these low south coast wages is in obvious conflict with na- 
tional economic policies of security and growth. It is inconsistent with any 
national policy to allow such wage levels, wage levels of subjection and misery, 
to continue where it is within the power of the Federal Government to act for 
their amelioration. 





4. Union contracts 


Wage rates negotiated by our union and others amply show that seafood proc- 
essing firms can readily pay the minimum wage and time and one-half for 
work over 40 hours a week. Our negotiations in this industry have been ham- 
pered by the very low wages which many of the firms paid when first organized 
and the competition from the firms which still pay substandard wages. 

In Crisfield, Md., for example, our local union 453 organized Mrs. Paul’s 
Kitchen in 1957. Wages at that time were 75 cents an hour. They are being 
brought up now. The minimum is currently $1.05 an hour; it will go up to $1.10 
in August and go further up beyond that. In addition, the contract provides 
company-paid vacations, company-paid life insurance, and paid holidays. 

Considering the low starting wage and the unfair competition in a poorly 
organized industry, our local unions have done well in providing a better stand- 
ard of living for seafood processing workers. Listed below are the minimum 
wages of some contracts on file with our research department. Some of these 
minimums are higher today than listed here since the contract on file may be 
somewhat dated. 





| | 
| | Time | Mini- 
























Local City and State Contract | and one- | mum 
f half paid | rates 
after— 
ital nai tds balncinnilip tigate - ——— os hi 

2 | Gloucester, Mass........-..-------| Gloucester Fish Agreement - - ---------- | 40hrs._.| $1.29 
56 | Camden, N.J- eee Dens Gen F008 Ob on oc cece Sie a 1.05 
115 | San Francisco, Calif.........-..-..- | Whale Workers Agreement.._.-.---.-.--} 48 hrs_-- 1.90 
MD 1 Pie BEG. 8. a cinsatcnnsepan 1 IS Te ce wuiramncane sett 1.00 
wi... A hk een eee ee 1.11 
158 | Willapa Harbour, Wash.-....-.----| Area Agreement-..._--....-----------.-- | 44hrs...| 21.61 
196 | Philadelphia, Pa.--......--.--.---.-. | Doylestown Processing-..-....--- sae licen 40 hrs... 1. 07 
196 ;do.... Triiawene cc g anal RS Ee EE on gr dtaiewcn pan rane jhe te 1,14 
247 | Bellingham, Wash-_------------- _| Bornstein & Dahl_------ 52 SUES Sites 1, 42 
261 Ban Onee. « oo5 oc 65s el | Coos County Area Agreement......---.-| 44 hrs_.- 1. 66 
9 Ge” eS eer Mrs. Patal’s Bitch... -~ acs 0-55 eee ee 1.06 
SE ON as — nang ois een cere eee ee ee en coctspelieecae 1.25 
550 els be dees ad -c.| Wie Feed Protas ei 023 MSS 1.25 
a peal gS. meant |. Dooth Widhewle oo. cn skccncagetsewd 33 60 eT OO dated 1.73 
635 | New York, N.Y-- __....------| Associations of Smoked Fish Processors. |...do-... 1. 56 
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1 Not mentioned. 
2 Working rate. 
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5. Industry profits 


The seafood processing industry can hardly claim poverty to avoid paying a 
minimum wage of $1.25 and time and one-half for overtime. The table below 
summarizes profits made by leading corporations engaged in processing seafood. 


Net income of 10 fish processing corporations, 1952-57 


‘ 
Name | 1955 1956 1957 


Alaska Packers Association iewtiaal = aa $135,792 | $584, 131 
Booth (F. E.) Co Se een 117,182 | 37, 221 
Booth Fisheries__.....-- at a . 661, 166 | 

Columbia River Packers____- Sei Saaee 338, 497 552, 383 717,711 767, 419 
Gorton’s of Gloucester | 69,175 | 22, 957 | 62, 539 70, 720 
Pacific American Fisheries_ -.-- Sees 324, 357 | 354, 489 | 868, 324 678, 407 


$586, 710 
44, 228 34, 776 
700, 135 801, 895 725, 627 


Sempeke Corn... ace ecccs etek . 51, 478 24, 154 35, 201 141, 837 
Van Camp Sea Food..-..-...-- te 435, 259 1 40,630 | 1, 119, 336 940, 625 
Vita Food Products. : — 387, 963 354, 748 | 503, 110 378, 494 


1, 853, 325 





2,141, 249 | “4, 736, 475 4, 324, 615 


1 Deficit. 


Source: Moody’s Industrials. 


6. Conclusion 


The basic fear which businessmen in the seafood processing industry feel is 
being unable to compete with other firms. As shown in this statement, this is 
a very real fear for many companies which are paying comparatively decent 
wages. 

Therefore, the most effective and fair way of bringing seafood processing 
workers out of their terrible poverty as soon as possible is to provide the $1.25 
minimum wage and the 40-hour workweek for them by law. Such coverage 
under the Fair Labor Standards Act would meet the objectives of the Act in 
one of the most depressed industries, from the point of view of working con- 
ditions, in American business. 


IV. MINIMUM WAGE INCREASE 


Data presented in sections of this report devoted primarily to the extension 
of Fair Labor Standards Act coverage to industries within our union’s juris- 
diction applies with equal force to the proposed increase of the statutory mini- 
mum wage to $1.25 an hour. 

The industries to be affected by this provision of the amendments to the Fair 
Labor Standards Act have the ability to pay a basic wage of $1.25 an hour. 
The need of workers for a higher minimum wage is even more acute. And the 
national welfare—America’s need to advance the welfare of its most poverty 
stricken groups—most clearly calls for such action. 

Even if the threat of socalled “wage-price” inflation were real—and it is 
not—there could be no moral justification or economic logic in “stabilizing” 
plain human misery, ill health and hopelessness which is now suffered by the 
lowest wage groups in the Nation. This is to sanctify the most dangerous 
economic and human deflation. The price of such continued impoverishment 
in an economy of abundance is far more dangerous than could be the impact 


on the price structure which opponents of this legislation falsely charge as an 
inevitable consequence of its enactment. 


1. Basic human needs 


A wage rate of $1 an hour is not a wage rate which can provide even a modicum 
of the welfare and living standards, widely advertised before the world as 
American. A wage of $1 an hour is simply not tolerable in the America of 
1959. Measured by the tight yardstick of the Bureau of Labor Statistics’ “City 
Workers Family Budget,” a $1 an hour wage is pitifully short of that minimum 
standard of health and decency. 

This budget hardly allows luxuries. For example, it provides a four person 
family with less than two quarts of milk a day, and less than four eggs. Under 
budget standards, “it should be possible to serve meat for dinner several times 
a week, if the cheaper cuts of beef, pork, lamb and veal are served * * *.” 
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Under the budget the man in the house is permitted to buy two-thirds of a 
suit a year. 

No provision is made under the BLS budget for a telephone in the home, 
and the family is permitted to take one trip out of town “every 3 or 4 years.” 
One small radio is provided for, but no TV. 

Yet, at current costs, such a poverty budget requires a paycheck of $90 per 
week, according to AFL-CIO economists who have adjusted the “City Workers 
Budget” to 1958 costs. (BLS last priced its budget in 1951.) And the current 
FLSA minimum wage at the maximum statutory hours provides an income of 
$40 a week—or less than 50 percent of the income called for to meet the thread- 
bare standards of the “City Workers Budget.” The Federal Government has, 
therefore, not moved even half way to meet the minimum living standard goal 
set by its Department of Labor. 

Measured by the actual standards assumed in American communities today 
the $1 an hour, $40 a week, minimum is even more sensationally inadequate. 
The Heller budget, priced annually by experts of the University of California, 
estimates the cost of a standard of living defined as “the sum of those goods 
and services that public opinion currently recognizes as necessary to health 
and reasonably comfortable living.” This budget, at San Francisco prices for 
September 1958 calls for a weekly paycheck of $117. This is $77 more than 
the legal minimum on a full workweek of 40 hours. 

This gap between real needs and FLSA minimums is one which finds no 
justification. Any continuance of the $1 an hour minimum can, in fact, sug- 
gest nothing but a desire to avoid any real governmental interference with the 
prerogative of some in industry to pay the lowest possible wage, which will keep 
workers alive. 

Every passing year has made national minimum wage levels less realistic 
and more inadequate. This is clearly indicated by the table below comparing 
statutory minimum weekly incomes (at 40 hours work) with BLS and Heller 
minimum standards for 1949 and 1958. 


Comparison statutory minimum weekly wages with BLS and Heller budget 


minimums 
Fair Labor Bureau of 
Standards Heller Labor 
Year Act minimum Statistics 
minimum minimum 
wage 
sce ict apatite eh ese tie tga iaiaaddieacani ate tommae $30 $77 $69 
I iin cadet satnaeh Wa ths nh ntithbenndts davai mites ahi denna eagle 40 117 90 


The wage deficit suffered by the worker at Fair Labor Standards Act mini- 
mum rates rose from $39 a week, measured by BLS, in 1949 to $50 a week in 
1958. By the more realistic Heller budget, that deficit rose from $47 a week 
in 1949 to 1958’s $77 deficiency in the basic essentials of the American way of 
life. 

Minimum wage levels have receded also farther and farther behind the 
average hourly earnings of American industrial workers. 


Comparison Fair Labor Standards Act minimum wage levels and average hourly 
earnings of production workers in manufacturing industry, 1949 and 1958 


Fair Labor Average 


Year Standards hourly Difference 
Act mini- earnings 
mum 
Pen cascrbcadcvncnawe cavunetndaaistosaSemeaeneenan Mnenkainen $0. 75 $1. 40 $0. 65 
Se Lob valbiedkiccdduinckaneciewsnuooe Gam heethbnmaad ene 1.00 2.13 1.13 


In 1949, FLSA’s 75 cents an hour was 54 percent of the average wage in 
manufacturing. Today’s $1 an hour minimum is only 47 percent of the average 
wage in industry. 
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2. The specter of inflation 

The low-wage industry is typically one which is subject to sharp and some- 
times devastating competitive pressures. No one of the administered price 
industries is in the low-range group. Hence, the unhappy procedure by which 
in recent years modest wage gains won by workers have been multiplied into 
sweeping price increases by price administrators of the steel, chemical, and 
auto industries cannot exist in low-wage industries. Any firm seeking to use 
a slight rise in wage rates as an excuse for price gouging would be quickly 
and totally priced out of the market. 

We know this to be true from our own knowledge of such industries as the 
poultry industry. 

This is a low-wage industry. In most nonunion plants, the $1 an hour mini- 
mum is the basic working rate of the plant. Data from BLS indicate that the 
eurrent average hourly wage of the 45,000 or more poultry workers is in the 
neighborhood of $1.30. The industry’s 1959 wage level appears actually to be 
under its 1957 average by a few cents an hour. 

Processed poultry prices as reported in the BLS Wholesale Price Index, in 
the first months of 1959, were more than 40 percent below their 1947-49 aver- 
ages. Obviously, such an industry is in no position to force price increases 
beyond any actual rise in costs. (Sharply rising productivity in the industry 
guarantees that even substantial increases in wage rates would come without 
any impact whatsoever on real wage costs per unit of output.) 

Without such action the downward trend in poultry wage rates will tend 
to continue. Under the present $1 an hour minimum, production centers of the 
industry have tended to shift away from all northern and western areas to 
concentrate in the lowest paying areas of the South. 

Workers and their communities all through the country have suffered deep 
losses, because the $1 minimum wage provided under the law has not been 
sufficient to provide even minimum protection for any wage level above that im- 
poverishing minimum. 

Even major non-South poultry centers are threatened. Substandard wages 
have become a major competitive factor. California, Delaware, Maryland, 
and midwestern poultry plants are feeling the sharp pinch of Georgia, Missis- 
sippi, and Alabama processors who trade on their ability to keep wages low. 

The increase of the minimum wage to $1.25 an hour would aid in forcing 
management to compete on the basis of its skill, rather than on its ability to 
exploit workers. It would save thousands of firms and communities from deep 
economic hurt. It would benefit tens of thousands of low-wage workers and 
preserve the job of many of them who have been able through their union 
organization to raise themselves to still modest incomes. 

We submit that the $1.25 minimum wage is a step forward which must be 
made to meet the most obvious human needs of thousands of workers and their 
families. Its enactment is called for by the imperatives of sound national eco- 
nomie policy. It’s enactment is demanded by America’s status in the world 
today. We are confident that the Congress, recognizing these deep needs, will 
move advisedly and promptly to raise the minimum levels of pay, for those 
whose labor are the foundation of American prosperity. 


Vv. CORPORATION AGRICULTURE 


Although bills to provide Fair Labor Standards Act protection for workers 
on large farms are not a part of this hearing, we would like to make a short 
plea for the enactment of such legislation. Certainly, these workers are the 
ones in our society who need this protection the most. 

In corporate agriculture, a wage of $1 an hour is a high one. Earnings go 
as low as 30 cents an hour for cotton chopping in Arkansas. The use of child 
labor is common. Poverty of the most oppressing kind is widespread. 

Action to change these scandalous conditions are desperately needed. We, 
therefore, urge this subcommittee to begin hearings on S. 1085, as soon as pos- 
sible, certainly in this session of Congress. At those hearings, we will go into 
detail on the need for Fair Labor Standards Act coverage for workers on large 
farms. 

VI, CONCLUSION 


In this statement we have attempted to show the great need for enacting 
the provisions of S. 1046. We have shown the extreme urgency for extension 
of Fair Labor Standards Act coverage in three industries and for increasing 
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the minimum wage to $1.25 an hour. We have also shown that only economic 
good for both individual families and the Nation can result from such action. 

During these hearings, you have already heard from representatives of 
business organizations and you will hear from more of them. They generally 
oppose improvements in the Fair Labor Standards Act. These are the voices 
of groups who apparently are not concerned by the poverty and suffering of 
workers. These are the spokesmen for organizations which oppose improve. 
ments in minimum wages on a State and National level. They oppose also 
improvements in unemployment compensation, housing, social security, and any 
other legislation which helps the needy. 

The leaders of these organizations, of course, weep tears for the large indus- 
tries which want hidden subsidies, fast tax writeoffs, and other tax concessions. 
The poverty of men, women, and children attempting to eke out an existence on 
65, 75, and 80 cents an hour apparently does not move them. 

We leave these men for their eventual battle with their consciences. To 


attempt to persuade them on their moral obligation to their fellow human beings . 


is next to useless. 

But we do hope that this committee and Congress will not be persuaded by 
their words of callousness. We appeal to you to do justice to those millions 
of long-suffering and poverty-stricken human beings who are at the very bottom 
of our economic ladder. They need help just to stay above a starvation level. 

For many of these men, women, and children, Congress alone can provide 
help. And that help is partially contained in the provisions of 8S. 1046. We, 
therefore, urge that you speedily approve this bill. 

Mr. Scuacuter. In my appearance here today, I would like to 
mention some of the highlights of the Lloyd-Gorman statement. 

At the very s‘art, our union wants to make its position clear. We 
fully support the testimony delivered here by President George 
Meany, of the AFL-CIO on May 7. Like him, we support all pro- 
visions of S. 1046. In our testimony, we will concentrate on indus- 
tries and Fair Labor Standards Act exemptions with which we are 
most familiar. 

This does not mean we are unconcerned about the need to correct 
other problems in the act involving workers in other industries. 


RETAIL 





EXEMPTION 


I shall not spend much time on the retail exemption. You have 
already received excellent and detailed testimony from other witnesses 
on this subject and the Lloyd-Gorman statement is quite detailed on 
this matter. 

As during every hearing on this legislation, business spokesmen 
have told you that the ret tail industry is local in nature and made up, 
in large part, of small business. This is contrary to the facts. The 
retail food industr y, for example, is dominated by some of the largest 
and most profitable of American cor porations. 

A bare 10 percent of the grocery stores of our Nation accounted for 
more than two-thirds of the nearly $33 billion spent on food by 
Americans in 1958. This concentration of business in the retail food 
industry is steadily increasing. The industry is dominated by com- 
panies which own many stores, warehouses, bakeries, food processing 
plants, and even me: itpacking, coffee roasting and laundering estab- 
lishments. 

These big business empires, which controls such a large part of 
food sales, are nationally or regionally directed. They are in com- 
petition with each other and smaller establishments. 

Other committees of Congress have heard charges from food proc- 
essing firms and trade associations that these chains have such buying 
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power they are able to dictate prices to food processing firms. And 
yet the opponents of this legislation ask you to believe this industry 
is local and small business in nature. 

The retail food industry also can well afford to pay a minimum 
hourly wage of $1.25 and time and one-half rates for work over 40 
hours a week. The percentage of profit return on net asset of 34 
retail food chains ran 50 percent higher than the average for 3,500 
corpor ations in 1957. The lowest rate of profit to net worth among 
12 leading food chains was the very high rate of 12.5 percent in 1958. 

We have contracts with retail food firn ms, large and small. 

They are not going out of business, yet ‘they pay much higher rates 
than $1.25 an hour. And they have negotiated the 40- hour work- 
week. In Washington, for example the lowest retail wage in our 
contract is $1.73 an hour paid to women who wrap meat. The Wash- 
ington wage rate goes up to $2.89 an hour. 

Nationally 99 percent of our 150,000 retail members earn more than 
$1.25 an hour. The record is equally definite on the 40-hour week. 
Ninety percent of our retail members enjoy this standard workweek. 

You have been told by some of the defenders of the retail exemption 
that retail minimum wage and maximum hours legislation is properly 
the concern of only State legislation. One must congratulate these 
organizations for their nerve. For it is the lobbying of exactly these 
groups which has prevented the minimum wage from being enacted 
for retail in most States; and from being put. on a realistic level in 
the others. 

The review of State minimum wage legislation in the retail field, 
contained in the Lloyd-Gorman st: 1tement shows that the States have 
not met the problem. To depend upon State legislation is to leave 
workers at the mercy of those groups who desire to keep wages low. 


The exemptions for the retail industry should be eliminated from 
the Federal Fair Labor Standards Act. 


FIRST PROCESSING AND SEASONAL OVERTIME EXEMPTION 


Some firms processing vegetables, fruits, and some other foods have 
been able to keep two overtime exemptions in the Fair Labor Stand- 
ards Act through arguments which are as baseless as the retail indus- 
try’s. These are the seasonal and first processing overtime exemp- 
tions (section 7(b) (3) and section 7 7T(c)) 

You are told by spokesmen for some ‘ot these firms, that providing 
the standard 40-hour week to the poorly paid processing workers 
would hurt farmers. This is not only an immense and false alibi for 
keeping workers’ incomes low, it is also an attempt to turn one group 
against another group for the profit of a third. 

By maintaining the seasonal and first processing exemptions for 28 
weeks, C ongress in effect is granting a complete overtime exemption 
to the industries processing vegetables, fruits, and certain other foods. 
Overtime work exists in only a part of the 28-week exemption period. 
In the rest of the year, most firms work less than 40 hours. 

Actually overtime is not a big factor in the industry. In 1958, the 

canned fruit, vegetable, and soup industry averaged 41 hours per week. 
This average is the same or less than the hours worked in 25 other 


industries which are fully covered by the maximum hours provision of 
the Fair Labor Standards Act. 
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The peak months in the industry are July through October. Of 
these months in 1958 only September with an average of 44.6 hours, 
had a work schedule which averages more than normal for the 
meatpacking industry for example which pays time and one-half rates. 

Further evidence of the lack of need for these exemptions is shown 
by a Department of Agriculture publication which lists the most active 
harvest seasons for 11 vegetables chiefly used for processing in 350 
major production sections of the country. 

No active harvest season of any vegetable in any region lasts more 
than a fraction of the 28 exemption weeks. Two-thirds of the 
regional most active harvest seasons last 4 weeks or less. Only 3.8 
percent last more than 8 weeks. 

The payment of time and one-half rates for overtime would be 
a welcome addition to the income of these processing workers. Their 

rages are not only low, as compared with those of other workers, 
but they are falling farther and farther behind in their pay in com- 
parison with other manufacturing employees. In 1947, canning and 
preserving workers averaged 17.6 cents an hour less than manufactur- 
ing workers; in 1952, the differential had widened to 35 cents an hour; 
in 1958, it had increased to 46 cents an hour. 

If overtime rates had been paid in the fruit, vegetable, and soup 
canning industries in the two 1958 peak work months of August and 
September a maximum of 9 cents an hour would have been added to the 
pay of workers in the first month and 11 cents an hour in the 
other. This would have made for an average wage of $1.78 in August 
and $1.81 in September—still 35 cents and 33 cents an hour behind the 
average for manufacturing. In other words the cost would not be 
large to employers, but it would make an important difference in the 
take-home pay of workers. 

Workers deserve such an increase. Productivity in the canning and 
preserving industries has increased 64.1 percent since 1957. Meanwhile 
wages increased only 60.4 percent. Wages have therefore fallen 2.3 
percent behind productivity. 

Or to put it another way: Wages per unit of output fell by 2.3 
percent. The industry is paying that much less for a given volume 
of production than in 1947. This makes the industry even more able 
to pay overtime rates. Making an adjustment for the increase in the 
cost of living, real wages per unit of production have fallen 32.3 
percent. 

Corporation profit figures in the canning and preserving industry 
also show an ability to pay the 40-hour workweek. The table of 
profits for leading food-processing firms, contained in the Lloyd- 
Gorman statement shows not only large but steadily rising, profit 
returns. 

In this industry, as in some others where Fair Labor Standards Act 
exemptions exist, our union’s negotiating committees have shown that 
companies do not need the exemption. They have concluded contracts 
with firms, large and small, in which the companies will not use the 
seasonal and first processing provisions. 

Many managements have told us that they would not care about 
th- exemptions if their competitors also gave them up. Here is 

wr situation of unfair competition based on substandard work- 
nditions. If everyone in this industry had to pay time and 
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one-half overtime rates, no firm would be hurt. What individual 
firms fear is being put at a competitive disadvantage. Congress can 
avoid this possible penalizing of firms for paying overtime rates 
by ending the first processing and seasonal exemptions. 

At the moment our Federal Government says to workers process- 
ing fruits, vegetables, and some other foods, “If longer hours of 
work are required, you alone must pay the cost of the heavier work 
schedules.” 

The workers alone are expected to make sacrifices. The fatigue, 
overwork, and strain of any heavy work schedules which may exist 
fall upon them without their employers paying the cost of extra 
compensation. 

This situation is unfair and cries for change. The seasonal and 
first processing overtime exemption should be eliminated. 


SEAFOOD PROCESSING EXEMPTION 


Anatole France once wrote in a bitter satire that the law, in its 
majestic equality, forbids both the rich and the poor from sleeping 
under bridges. In the case of the Fair Labor Standards Act, we 
often have cases in which only the poor are forbidden to sleep under 
bridges. 

Vor the act protects workers whose bargaining strength is strong 
enough to protect themselves. But those workers who are largely 
unorganized, who suffer from terrible wages and the poorest of work- 
ing conditions are exempted from the Fair Labor Standards Act’s 
protection. Workers in the seafood processing industry offer a pri- 
mary example. 

Most of them are totally exempt. Only one part of them, seafood 
canners are covered by the provision of the fair labor standards— 
although even this coverage is riddled with exemptions. 

West coast seafood processing workers are, to a large extent organ- 
ized in unions. These two parts of the industry therefore have rela- 
tively better average wages—although they are still far below the 
average for manufacturing in the United States. 

In the largely unorganized firms on the east coast, and especially 
on the gulf coast, some very low wages, primitive working conditions, 
and poverty abounds. Near Washington in Norfolk and Hampton, 
Va., women work on fish for 65 cents an hour. In some areas along 
the gulf coast wages go below that figure. 

In the New Orleans area, oyster, crab, and shrimp workers are 
often called out at 3 a.m. and wait for as much as 4 hours for work. 
They may be sent home again and told to report the following morn- 
ing. These workers have little protection. They can be pushed 
around. 

Annual income among these New Orleans area workers is around 
$1,000 a year. Regular work can often be found only during the 
season, April to June and August to November. 

Wages on the Pacific coast are nearly twice as high as those on 
the southern coast. In canned seafood, the southern coast average in 
1954 was 94 cents an hour, the Pacific coast $1.86; in cured fish, south- 
ern coast, 90 cents, Pacific coast $1.69; in packaged seafood, southern 
coast 89 cents, Pacific coast $1.67. 
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Most of these products can easily be shipped anywhere in the 
United States. Obviously such wide regional differences can only 
set up the sharpest type of unfair competition. The Pacific coast 
firms are truly having difficul@fes staying in business. 

In fact, seafood processing is an industry in which a union demand 
for $1.20 or $1.25 an hour on the east or southern coast brings 
great cries from employers that they will be forced out of business. 
Often such cries are not collective bargaining strategy. 

Despite the unfair competition of the truly substandard wages 
of unorganized firms, our union and other unions which have 
organized seafood processing workers are continuously attempting 
to improve the conditions of these workers. On the Pacific coast, 
our progress has been comparatively good; on the east and Gulf 
coasts, it has been slower. 

Let me give you an example: In Crisfield, Md., our local union 453 
organized Mrs, Paul’s Kitchen in 1957. Wages were 75 cents an 
hour then. Today the minimum is now $1.05 and will go to $1.10 
in August. In addition, these workers have fringe benefits. 

Our negotiations prove two points: (1) The industry can pay 
$1.25 minimum wage and overtime for over 40 hours work. Wages 
as high as this and higher are being negotiated despite the unfair 
competition. (2) Bringing the seafood processing industry under 
the provisions of the Fair Labor Standards Act as proposed in the 
Kennedy-Morse-Roosevelt bill, is the best way of ending the most 
substandard conditions existing among workers in the industry. It is 
the way in which the low-wage competition can be ended in this 
industry. 

The seafood processing exemption should be entirely eliminated. 


MINIMUM WAGE INCREASE 


Our union like other unions is greatly concerned about the meager- 
ness of the present minimum wage. We urge that it be increased 
to $1.25 

This is vital for the welfare of workers who are now covered by 
the Fair Labor Standards Act, but are kept at the $1 rate. It is also 
important for the health of many industries where unfair competi- 
tion based on low wages holds sway. One such industry is poultry 
processing, whose wage problems and their relationship to the Fair 
Labor Standards Act we discuss in the Lloyd-Gorman statement. 


CORPORATE AGRICULTURE 


Undoubtedly the lowest paid and most depressed group of workers 
in our Nation are the ones on our Nation’s corporate farms. 

These men and women and children desperately need the protec- 
tion of the Fair Labor Standards Act. Since S. 1085 is not being 
considered in these hearings, I shall not discuss this problem today. 

However on behalf of our union I respectfully request that hearings 
be held on S. 1085 as soon as possible. We should like an oppor- 
tunity to testify in detail during such hearings. 
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CONCLUSION 


Mr. Chairman and members of the committee, we and other sup- 
porters of S. 1046 are appealing to you to help some of the most pov- 
erty stricken families in our society. We are asking that they get, 
not charity, but a halfway decent minimum pay for their hard work. 

You have heard witnesses attack this legislation. They have used 
some of the most specious arguments. They represent organizations 
which oppose this legislation on both the State and Federal level; 
they oppose better unemployment compensation; they oppose better 
social security ; they oppose better housing; and any other legislation 
which helps low-income families. 

Their concern with the budget is rarely found when hidden sub- 
sidies, tax gimmicks, and other special- interest legislation for in- 
dustry is discussed. ‘Only the legislation which helps human beings 
who need help is socialistic, too costly, and unnecessary. 

We leave these gentlemen to their eventual battle with their 
consciences. 

But we beg of you to help those millions who need the protection 
of the Fair Labor Standards Act. They have waited for this help 
fora longtime. Do not disappoint them again. 

We urge that you speedily approve S. 1046 and that Congress enact 
this measure in this session. 

Mr. Chairman, may I have Mr. Herbert Lee read a small state- 
ment on the seafood problem particularly. 

Senator Kennepy. Yes. 

Mr. Ler. My name is Herbert A. Lee. I am vice president and 
business representative of Local 2, Amalgamated Meat Cutters & 
Butcher Workmen, AFL-CIO. 

Our local union has some 4,200 members throughout eastern, cen- 
tral, and southern Massachusetts. It has contracts with hundreds of 
employers in the food industry. These labor-management agree- 
ments include ones with 18 seafood processing firms in Gloucester, 
Mass. 

I should like to discuss briefly our experience with the seafood 
processing exemption in the Fair Labor Standards Act. It has not 
been a happy one. 

The Gloucester area fish plants process ocean perch, haddock, 
whiting, and cod for human consumption. We cut fillet, and freeze 
the fish. The main market for the Gloucester product is in the Mid- 
west, the eastern Atlantic seaboard, and the State of Texas. 

Eighteen firms processing seafood in the Gloucester area are or- 
ganized. Our wage rates range as follows: 

Female workers, $1.25-$1.30 an hour; general help, $1.55-$1.60 an 
hour; cutters, $1.76-$1.81 an hour. 

Our members have had the 40-hour week for nearly a decade. 
They are paid time and one-half for overtime. In addition, their 
contract provides for fringe benefits. 

The major competitors of the Gloucester firms are located in Maine. 

They are unorganized and generally take advantage of the seafood 
processing exemption. The low v wages and terrible w orking condi- 
tions in these plants hurt not only the workers there, but also our 
members. 
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Only last week, another representative of local 2 and I visited the 
Portland, Me., area. 

We found at the large Fulham Bros. plant that female workers 
receive 80 cents an hour. Male workers earn between $1 and $1.10 an 
hour. These rates of pay are ayerage for plants in the area. 

I want to call to your attention that these rates are at least 45 cents 
below ours for women, and at least 50 cents below ours for men. 

Many of the Maine plants work on a piecework basis. The other 
major seafood processing company in Portland, Maine Fisheries, is 
anexample. Its piecework rates would bring about roughly the same 
earnings as the hourly rates of Fulham Bros. 

In Rockland, Me., we found higher wages at the Forty Fathoms 
Fish Co., a division of the National Sea Products Co. There women . 
are paid $1 an hour during the first 90 days of employment and $1.07 
afterwards. Men are paid $1.22 an hour during the first 90 days and 
$1.32 afterwards. 

This firm is unorganized. Although its wages are still between 14 
and 30 cents an hour below ours for women and between 23 and 53 cents 
below ours for men, its experience, as well as that of our employers, 
demonstrates that seafood processing firms can afford to pay $1.25 
minimum wage. 

The low wages in the Maine plants cause terrible living conditions 
among their workers. I have seen a family of six living in three rooms. 
Many } ‘of these so-called homes are no better than shacks. They have 
no bathroom and if they are outside the city limits, water comes from 
wells. Most homes have no refrigerators or the appliances we consider 
necessary. Cooking is done on old coal stoves. 

The effects of the substandard wages are also severely felt in 
Gloucester. The management of our plants finds it difficult to compete 
with firms which practice this type of exploitation. 

Many firms have found the competition impossible. In the last 10 
years about a dozen fish processing companies have gone out of busi- 
ness in Gloucester. At least three have run away from the area in the 
search of low wages—two of them have gone to Maine. Still another 
Gloucester firm is currently closed down because of financial 
difficulties. 

Naturally these business failures or flights have caused unemploy- 
ment in Gloucester. Ten years ago some 2,000 men and women worked 
in organized plants there; today there are 1,200. 

In short, the seafood processing exemption causes a real suffering. 
The experience in New England, specifically in Gloucester and Maine, 
has been that it (1) permits extremely low wages in unorganized 
plants (2) causes severe economic hardship to firms paying decent 
wages and even forces them out of business, and (3) causes a loss of 
jobs to workers earning better than substandard incomes. 

Such situations should not be permitted. We appeal to you to stop 
this competition based on human misery. 

Mr. Chairman, the City Council of Gloucester has endorsed your 
bill as it is in the House of Representatives because of extreme 
importance to the welfare of the community. 

The official record of the city council states it was voted to endorse 
the Fair Labor Standards Act, Senate bill 1046, and the House bill 
4488 insofar as it relates to fisheries, a vote to endorse April 9, 1959, 
by the City Council of Gloucester. 
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Please help us by ending the seafood processing exemption in the 
Fair Labor Standards Act. The industry can easily pay a minimum 
wage of $1.25 an hour and time and one-half for overtime, especially 
if every firm has to comply with such legislation. 

Thank you very much for this opportunity to tell our story. 

Senator Kennepy. Mr. Lee, you heard Mr. Johnson’s testimony 
this morning. 

Mr. Ler. | heard most of it, sir. 

Senator Kennepy. What is your comment? He stated that foreign 
imports, particularly low-wage competition from abroad, make it 
impossible for them to pay this w age. 

Mr. Ler. I don’t believe we can agree with that statement whoily, 
because of the fact that we find a little foreign competition for what 
we are producing in Gloucester and what we are selling them for 
within the same area. 

We are not getting complaints from our employers on that basis. 
The basis of our employers’ complaint is unfair wage conditions sur- 
rounding their areas, such as in the State of Maine. 

Senator Kennepy. I want to thank you very much for your words 
today. You have been very helpful to the committee. 

Mr. Scuacuter. Thank you very much, Senator. 

Senator Kennepy. The next witness is Mr. Braxton B. Carr, presi- 
dent of the American Waterways Operators, Inc. 


STATEMENT OF BRAXTON B. CARR, PRESIDENT, AMERICAN 
WATERWAYS OPERATORS, INC., ACCOMPANIED BY WILLIAM L. 
KOHLER 


Mr. Carr. Mr. Chairman, and members of the committee, my name 
is Braxton B. Carr. I am president of the American Waterways 
Operators, Inc., which is the nationwide trade association represent- 
ing the shallow draft water carrier industry. Our principal offices are 
here in Washington. We have field offices in New York and New 
Orleans. I have a prepared statement which has been presented to 
the committee. 

The American Waterways Operators, Inc., is a nationwide non- 
profit trade association representing the shallow-draft water carrier 
industry. 

The association is the spokesman for a large segment of the Nation’s 
domestic water carriers operating on the rivers, intracoastal canals, 
the bays, sounds, and harbors. ‘The channels over which they oper- 
ate reach over 29,000 miles of the country. 

Over these waterways, approximately 1,700 companies operate 19,- 
000 pieces of equipment or slightly more than an average 10 pieces 
of equipment per operator. From this, I am sure it is “readily ap- 
parent that this industry is made up lar gely of small businessmen 
operators—offering low- cost shallow-draft water carrier transporta- 
tion to the shipping public. 

The total number of persons employed aboard vessels in this in- 
dustry is estimated at approximately 80,000. 

The purpose of S. 1046 as we understand it, is to extend the cov- 
erage of the minimum wage-and-hour provisions of the Fair Labor 
Standards Act of 1938 to include many industries not presently cov- 
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ered because it is considered that the employees in such industries 
do not receive compensation commensurate with maintaining the 
minimum living standards necessary for their health, efficiency, and 
general well-being. 

If so, this is not applicable to our domestic inland water carrier 
industry. 

Our appearance here today is to highlight for you the varied and 
exceptional characteristics of the operation of the domestic inland 
water carrier industry. For this reason we appear in opposition to 
those provisions of S. 1046 which would amend the Fair Labor Stand- 
ards Act of 1938 so as to remove seamen employed in domestic inland 
water carrier operations from the exempt status which is presently 
provided in the act. 

This exemption the original draftsmen of the act wisely incor- 
porated into that bill w hen it was being considered over 20 years ago 
by the Congress. 

The operators we represent operate towboats, tugboats, and shallow- 
draft self-propelled tankers which have limited personnel-carrying 
capacity, regardless of the size of the tows of barges the towboats 
and tugboats may handle. 

A trip for a line-hau] river towboat can extend from the upper 
reaches of the Ohio and Mississippi Rivers to Brownsville, Tex., or 
Carrabelle, Fla., or intermediate points and return. A round trip 
for such a boat can be anywhere from 2 to 45 days. On extended 
trips, crewmen are frequently changed en route. On such trips, the 
seamen who would be covered by this legislation usually work 6-hour- 
on, 6-hour-off shifts for the duration of their service aboard, whether 
it be an extended trip or a short trip. 

Many of them now get 1 day off with pay for every day worked. 
In other operations time off provisions are somewhat less, but usually 
inland vessel personnel have substantially the same time off with pay 
that prevail in general industrial practices. 

These employees also receive in addition to wages which in most 
cases is in excess of the minimum wage—either existing or proposed— 
board and lodging while aboard the boats. 

It is somewhat difficult actually to document conditions of employ- 
ment and wages in the inland water carrier industry because of the 
great varity of types of operations. 

The industry 1s made up of common carriers, exempt carriers carry- 
ing both dry bulk commodities and liquid commodities, contract 
carriers and private carriers. 

As I have indicated there are 1,700 companies operating 19,000 
pieces of equipment for an industry average of slightly in excess of 
10 pieces of equipment per operator. 

This averaging only indicates that the majority of the operations 
are small ‘businesses. There are, of course, several operators who 
have hundreds of pieces of equipment, which means in turn that there 
are hundreds of operators who have less than the average indicated. 

Because of the diversity of types of operations and the great spread 
in the equipment operated by the individual companies working con- 
ditions and practices have considerable latitude in detail in the indus- 
try as a whole. 
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However, a cursory examination of working conditions in various 
operations of all types shows that seamen aboard inland vessels are 
generally better paid on the average than in most other industries 
where any sort of comparison of duties, skills, and working con- 
ditions can be made. Such an examination would further reveal that 
their working conditions are excellent. 

As I have indicated, the employees on inland vessels get substan- 
tial time off with pay under a system which has been worked out to 
their general statisfaction. 

Furthermore, the vessels they operate represent the very best in 
technological development and applied science. Commensurate with 
this they are afforded excellent living quarters aboard the boats, 
many of which are air conditioned. The living quarters are clean 
and in many cases soundproof to afford adequate opportunity for 
rest and relaxation. 

Food is of a quality and quantity equal or better to what they 
would provide for themselves under the most ideal conditions. 

As the members of this committee know, seamen have been afforded 
special treatment under the laws of the United States since the very 
beginning of our merchant marine operations. This special treat- 
ment covers not only personnel aboard deep-sea vessels but personnel 
aboard inland vessels as well. 

In many cases seamen are in some respects wards of the court to 
the extent that employers are required to give them special consid- 
eration. As a result of this, seamen are afforded hospitalization, 
excellent maintenance and care, adequate housing and food, and in 
case of injury or accident the employer is required to give the seaman 
consideration over and above that required in other industries. But 
aside from the legal requirements made of employers with respect to 
seamen, the very nature of the operations is such that employers treat 
seaman employees in a considerate manner, which redounds to the 
benefit of the seaman. 

From the good relationships existing between employers and ves- 
sel personnel in the inland water carrier industry, I believe the per- 
sonnel associated with our companies in this industry prefer the 
present working schedules to the schedules which undoubtedly would 
be necessary to conform to the maximum hour provisions which this 
proposed amendment to the law would require. 

The end results in time off would nt changed because they are 
already working generally in conformity with legal requirements for 
other industries. But the scheduling of working hours and time off 
would be changed. 

Pay in the industry is generally above minimum requirements. 
But again I would like to point out that the time-on time-off schedule 
is different from that contemplated in the proposed amendment and 
compliance with overtime provisions in some individual companies 
would result in added costs without added pay to the employee unless 
he extended his actual time on the job at work. 

Another segment of the industry we represent differs somewhat 
from line-haul river operations. This portion of the shallow-draft 
industry operates vessels performing docking and lightering services 
in our harbors, a service of assistance to oceangoing vessels. These 
companies are harbor and sound operators who generally dispatch 
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and crew their vessels in such a manner that they may return to their 
base at the end of a day, but are frequently called upon to work odd 
hours and shifts, as distinguished from the line-haul river trips with 
the alternating shifts and time-off provisions which is customary in 
river operations. 

The employees on the vessels engaged in all types of inland water 
carrier operations would be covered by the bill S. 1046, as it is 
presently written. 

We appear before you to suggest the advisability of amending S. 
1046 to remove those provisions from the bill which would extend 
the coverage of the Fair Labor Standards Act to the American sea- 
man employed on the vessels in inland operations, none of which are 
susceptible to practical coverage. 

S. 1046 in its present form | could have an adverse impact on our 
industry. The adverse financial burden, both in operating and ad- 
ministrative costs, which this measure would Impose on many small 
businessmen in this industry could be the difference in some instances 
between continued transportation service to the shipping public and 
that service being curtailed or eliminated. Neither the employees who 
would lose their employment—which frequently is of a skilled ca- 
pacity with few other related positions available to the man—your 
subcommittee nor our industry want this to happen. 

If enactment would not result in the loss of many jobs, as we fear 
it would, in the alternative it would certainly result in the curtail- 
ment of some of the so-called fringe benefits which operators have 
voluntarily made available for employees. This would be done of 
necessity to offset the financial burdens imposed by extended coverage 
as is proposed in S. 1046 in its present form. 

Neither the loss of these jobs, or the reduction of the benefits which 
the employees receive, is desirable. 

The American Waterways Operators, Inc., therefore suggests that 
your subcommittee consider, then, amending the bill S. 1046 consist- 
ent with our attached supplement No. 1, to continue the employees 
of our industry in the exempt status which they presently enjoy, for 
the benefit of our employees and the industry as a whole in the in- 
terest of national defense and in the public interest. 


SUPPLEMENT NO. 1 


1. Delete all of lines 19 through 21 on page 3. 

2. Delete the words “on a vessel other than an American vessel,” in lines 
23 and 24 on page 11. 

3. Delete all of lines 9 through 24 on page 13 and all of lines t and 2 on 
page 14. 


I would like to talk very briefly with the committee about the posi- 
tion of the industry that I represent with respect to the amendments 
being considered to the Fair Labor Standards Act. 

The industry that is represented, as I said, is the shallow- draft 
water carrier industry in the country. There are about 1,700 coun- 
tries operating shallow-draft vessels. They have about 19,000 pieces 
of equipment, which averages out to something just slightly more 
than 10 pieces of equipment. per company. 

I realize of course, Mr. Chairman, that averaging of this kind is 
a ticklish business, but I mention it only to point out to the committee 
that this industry is made up of largely small businessman operators. 
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There are about 80,000 vessel employees in this industry. The vessels 
operate over 29,000 miles of inland channel, such as that running 
from Trenton, N.J., to Miami, Fla. 

The Mississippi River system, including the Ohio, the Illinois 
Waterway, the upper Mississippi, the lower Mississippi, the Missouri, 
the Cumberland, the Tennessee, the Gulf Intracoastal Waterway 
which reaches all across the gulf coast from Carrabelle, Fla., to 
Brownsville, Tex. We understand the purposes of the amendment 
proposed to the Fair Labor Standards Act is to provide living stand- 
ards, health and efficiency and well-being for those who do not enjoy 
it in their industry today. If this is the general purpose of the 
amendments, I suggest respectfully to the committee that this is not 
applicable to the vessel personnel employed in the inland waterways 
industry in the country today, because their wages are generally on a 
par with those who are covered by the Fair Labor Standards Act 
today. 

Their work schedules are not comparable to those that would be 
imposed by coverage under the act, of course, because of the nature 
of the operations largely. They work in operations which require 
the towboats, the tugboats, and the shallow-draft tankers to be in 
operation in a line-haul river operation from 2 to 45 days’ round tri 
from Pittsburgh down the Ohio, the Mississippi, and across the gulf 
intercoastal waterways and they keep the boat out for as many as 
45 days. 

Of course, their crew changes en route while this boat is in 
operation. They work on 6 on shift, 6 off shift normally on the 
boats. This is a practice that has grown up in the industry by com- 
mon consent between employers and employees in most cases in this 
industry. 

There is another distinct type of operation, distinct from the line- 
haul river operations, and that is the operations in the harbors and 
the sounds. The tugboats which provide docking facilities and 
lighterage facilities for the oceangoing vessels, these operations are 
somewhat different from the line-haul operations on the rivers, but 
they require odd hours of work. The working conditions under 
which seamen are employed in this inland water carrier industry are 
among the best we find in industry anywhere in the country. 

As I am sure the committee knows, there has been a complete 
transition in the inland water carrier industry in the last 12 years 
where we have shifted from steamboats almost entirely over to diesel 
vessels. So that we have vessels that represent the best in technologi- 
cal development and applied science. 

Many of the boats today are air conditioned. Sleeping quarters and 
recreational quarters are soundproof. Food is of the best, in man 
cases as good or better than the men would supply themselves wit 
under the very best of conditions. 

The working spaces of seamen on inland vessels are comparable 
to some of the best offices. There has grown up a practice in this 
industry which is coming to fulfilment and fruition today whereby 
in many companies the men are paid for a day off for every day 
worked. I don’t suggest to the committee that this is universal in 
the industry by any means. 
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In some of the smaller companies, of which there are many in the 
industry, as I have indicated, it may be a third of a day off with pay 
for every day worked. Much of the work scheduled of course will 
lie between this practice of a d: ay on with a day off with pay, and a 
day on with a third of a day off. 

In the growth of the merchant marine of this country including 
the inl: and portion of it, we have set up statutory requirements which 
in a manner of speaking, have made seamen wards of the court, which 
means that employers must, under our laws, give them consideration 
over and above the considerations that are given to employees in many 
other industries of the country. 

There are requirements which make the employers care for their 
seamen personnel over and above similar requirements for other in- 
dustries. Special consideration is given for hospital medical care, for 
maintenance and care for housing and food. 

I suggest to the committee that in my opinion the vessel personnel 
working in this shallow-draft industry in this country prefer the 
present. working schedules to the working schedules which would be 
imposed upon the industry if it had to comply with the 40-hour-week 
provisions of this law. 

Certainly it would be necessary for employers to withdraw some of 
the benefits that are given voluntarily today if they had to comply with 
the work schedules which would be imposed in the industry to comply 
with the 40-hour-week provisions. I think a cursory examination of 
the industry would prove very succinctly to the committee that general 
inland vessel employees today are getting wages in excess of those 
presently provided under the law “and those contemplated in the 
amendments. 

For these reasons I appear before the committee today in opposition 
to those provisions embodied in S. 1046 which w ould bring seamen 
under the provisions of the Fair Labor Standards Act with respect to 
hours and wages. 

Thank you very much. 

Senator Kennepy. Senator Dirksen? 

Senator Dirksen. No questions. 

Senator Krnnepy. You say 6 hours on and 6 off. How many days 
do they do that? 

Mr. Carr. Senator, in the line-haul river operations it could be 
7 days. 

Senator Kennepy. That would be working from 12 to 6, getting 

rest or sleep from 6 to 12 at night, then they | go on at midnight and 
work from 12 to 6 again. 

Mr. Carr. Yes, sir. 

Senator Kennepy. They do that 7 days probably and how much 
time do they have off? 

Mr. Carr. In the larger operations they would receive an equal 
time off. 4 

Senator Kennepy. Every day they work they get a day off with 
pay? 

Mr. Carr. Yes. 

Senator Kennepy. That is pretty generous; isn’t it? 

Mr. Carr. It is a very generous practice. 

Senator Kennepy. What percentage of the operators follow that 
practice? 
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Mr. Carr. This business is made up of many small companies, and 
there are no completely accurate figures on the industry. It is made 
up of common carriers, exempt carriers, contract carriers, and private 

carriers. But I would estimate from the figures that we have avail- 
able to us that between 10 and 15 percent of the employees in the in- 
dustry today are on a schedule which gives them a day off with pay 
for every day worked. 

Senator Kennepy. Then the day worked would be a 12-hour day? 

Mr. Carr. Yes, sir. 

Senator Kennepy. Therefore for each 12-hour day divided accord- 
ing to the way you have told us they would receive a day off with pay. 
That would be about 10 percent of them ? 

Mr. Carr. Between 10 and 15 percent. 

Senator Kennepy. Now what percent have air-conditioned and 
soundproof rooms ? 

Mr. Carr. The percentage is much higher than that. 

Senator Kennepy. You don’t have any figures on this point? 

Now is there some difference in the kinds of carriers? You named, 
I believe, four types of carriers ? 

Mr. Carr. Yes, I did, common carrier, the exempt carrier 

Senator Kennepy. Tell us what hours are those? What is the com- 
mon carrier subject to? 

Mr. Carr. The common carrier is subject to economic regulations 
under the Interstate Commerce Act. He is required to apply for a cer- 
tificate of convenience and necessity and he is assigned a route just as 
a truck operator, 

Senator Kennepy. What is the next kind ? 

Mr. Carr. The exempt carrier. 

Senator Kennepy. How would you describe that ? 

Mr. Carr. Part 3 of the Interstate Commerce Act specifically ex- 
empts dry bulk commodities when no more than three such dry bulk 
commodities are carried in a vessel, and by vessel it has been con- 
strued to mean a tow made up of multiple barges. No more than 
three of such dry bulk commodities are carried, it is exempt from 
economic regulation. 

Senator Kennepy. Now what is the next kind ? 

Mr. Carr. Let me add also if I may that liquid commodities carried 
in vessels which are usable only for liquid commodities are also speci- 
fically exempt under the act. ‘The third category of for-hire carriers 
are the contract carriers who operate for the benefit of a contracting 
shipper. He may be subject to interstate commerce regulations de- 
pending on the number of contracts he has, or he may be completely 
exempt from reporting to the Commission. And the fourth group 
are the private carriers operated by companies who provide their own 
transportation. 

Senator Kennepy. Now when you say the liquid, that is the oil 
barges ? 

Mr. Carr. Oil barges and chemicals. 

Senator Kennepy. Now the conditions of the 10 or 15 percent who 
have 1 day off for every day worked, is that on the oil barges, typically ? 

Mr. Carr. That is in the common carriage field and ina portion ‘of 


the liquid carriers which would be the oil ‘and chemical carriers gen- 
erally, 
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Senator Krennepy. Let me ask you, are many of these people 
unionized 4 

Mr. Carr. Yes, a portion of the industry is unionized. 

Senator Kennepy. Would you tell us about what the hours are in 
the unionized carriers ? 

Mr. Carr. Senator, I believe that a large percentage of those who 
are unionized in the larger common carriage portion of this industry is 
now approaching the point of getting a day off with pay for every day 
worked. That is also true in some ‘portions of the liquid carriers as 
well. 

Senator Kennepy. I would like to see—and this is my last ques- 
tion—if you can get us some more precise information about how many 
companies there are or who they are that grant a day off for every day 
worked. Iam interested that your testimony would suggest that this 
is coming to be generally accepted practice by the industry. 

Mr. Carr. Senator, if you understood me to say generally accepted 
practice, I misled you. 

Senator Kennepy. No, you didn’t say that. I understood you to 
say is getting to be. I assume the reason you bring it up is because you 
are suggesting this is becoming more popular. 

It is now practiced by 10 or 15 percent, I think you said 15 percent 
and the japbcation was—perhaps I read into your words—was that 
this is becoming more generally accepted practice in the industry. 

Mr. Carr. That is true. 

Senator Kennepy. Now I would like to find out a little more about 
that. 

Mr. Carr. We shall be happy to assemble data on it and submit it 
for the record. 

Senator Kennepy. I would say, just speaking for myself, that if this 
industry’s wages paid per hour are adequate, and we haven’t any 
information on it, I would like that also. Please furnish wage data 
if you can. If the hours worked are the 6 on and 6 off and that for 

each day worked on that basis they are getting a day off with full pay, 
then I would think that this bill would be unnecessary in that 
particular industry. 

I would like to get two points clarified. First, whether this full day’s 
pay for every day worked is confined to a particular type of carrier, 
the oil carriers, for instance, and the reasons for this policy. If the 
hours worked are different than the 6 on 6 off for which they get the 
full day’s pay, and if you could tell me what the average hours are for 
those carriers as opposed to other carriers, and the average hourly 
wage in the industry. 

Mr. Carr. We shall submit it to the committee. 

Senator Kennepy. Thank you, Mr. Carr. 

(The following letter was later submitted for the record :) 

THE AMERICAN WATERWAYS OPERATORS, INC., 


OFFICE OF THE PRESIDENT, 
Washington, D.C., June 4, 1959. 


Hon. JoHN F. KENNEDY, 
Chairman, Subcommittee on Labor, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 
My Dear SENATOR KENNEDY: When I appeared before your Labor Subcom- 
mittee May 14 in behalf of the American Waterways Operators, Inc., in opposi- 
tion to those provisions of 8. 1046 which would bring vessel employees of the 
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shallow-draft water carrier industry under the wage-and-hour provisions of the 
Fair Labor Standards Act of 1938, you requested that I supplement my presenta- 
tion with more specific data. 

One of the points with which you were particularly concerned was the average 
earnings of inland vessel employees. Since the hearing we have made a survey 
study of a representative number of inland water carriers to determine average 
earnings. I do not suggest to you that this is a completely comprehensive survey 
because such was not feasible under the time limitations with which we were 
working. However, I am confident that the results of the survey truly reflect 
an average figure for the industry with respect to coverage of different types of 
operations, different size company operations, and operations geographically 
located throughout the country. 

We have found on the basis of this survey that the average hourly earnings for 
all inland water carrier vessel seamen-employees is approximately $2.36 per 
hour. We went one step further in this survey and found that the average 
hourly earnings for deckhands, who are the lowest paid seamen vessel employ- 
ees in the inland water carrier industry, is approximately $1.51. I might add 
that these averages have been figured from data based on operators’ actual pay- 
roll records as of May 1959. 

We made the second computation mentioned above concerning average earn- 
ings for deckhands in an effort to determine for ourselves as much as for the 
benefit of the subcommittee the actual factual correctness of our presentation 
to you at the time of the hearing on May 14, that in our opinion extension of 
the wage-and-hour provisions of the Fair Labor Standards Act to inland water 
carrier vessel employees was unnecessary in view of the stated aims of extending 
the coverage to provide equitable working conditions and equitable pay for a por- 
tion of our Nation’s workers who were not being provided for adequately. We 
were convinced at the time we made the statement to the subcommittee that these 
inland vessel employees did not represent a category of workers who would be 
benefited by extension of coverage of the wage-and-hour provisions of the act. 
Our survey-study further convinces us, and I hope you will take it into consid- 
eration in final action on the bill, that the establishment by legislation of a 
minimum hourly wage of either $1 an hour or $1.25 an hour will accomplish 
nothing in added financial return to individual inland vessel personnel. On the 
other hand the establishment of a minimum hourly wage by legislation would 
add a burdensome and costly bookkeeping and recordkeeping problem for the 
operators which in our very sincere estimation would result in the long run in 
some of the benefits which have been voluntarily given to inland vessel employ- 
ees by the operators being curtailed. 

You raised one other point of interest to the subcommittee at the time I 
testified on this pending legislation. This was with respect to supporting data 
for my statements concerning time-off provisions of inland vessel personnel. I 
stated at the time that it was a growing tendency in the industry to provide 
Vessel employees with a working schedule which gives them a day off for every 
day worked. I pointed out to you that I did not suggest that this was a uniform 
practice. In other instances employees are given half a day off for every day 
worked. Actually in some of the smaller companies we find that the practice is 
perhaps slightly less than half a day off for a day worked . This is a more diffi- 
cult problem to average out than the averaging of earnings and would take 
a far more extensive survey than we are able to make on short notice. I am 
sure you will recall that in my testimony before the subcommittee I pointed out 
that the inland water carrier industry is made up of some 1,700 companies 
operating 19,000 pieces of equipment, and if you average this out it would mean 
that each of the companies had only a fraction more than 10 pieces of equipment. 
Actually there are several companies operating who have hundreds of pieces of 
equipment, which means that in the final analysis there are operators engaged 
in providing transportation by this mode who have only a single propulsion unit 
or a single propulsion unit and one, two, or three barges. Many of these very 
small operators engage in a wholly owned and wholly operated family operation. 
Additionally, some of the smaller companies which are not family owned and 
operated engage in cooperative ownership of equipment. For these reasons it 
is difficult to determine a formula for hours worked. Generally, however, the 
practices of the industry are based on a working schedule of 6 hours on duty 
and 6 hours off duty while aboard the boats. Generally also, employers make 
every effort to relieve an employee after he has worked a specified number of 
consecutive days, usually 20 and seldom more than 30. As a matter of practice 
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this means that the operator has twice as many men employed as are actually 

required to operate the boats. We are convinced from our knowledge of the 
industry that this is not a type of operation which can be brought under hourly 
provisions of the act to the benefit of the employee. As I pointed out in my 
testimony, a legislative requirement which limited this type of employment to 
either an 8-hour day or a 40-hour week would be impractical, and in most cases 
where the line-haul boats employed in towing operations on the rivers are in 
operation continuously for 30 or 40 days on a 24-hour basis it would be physically 
impossible to put men off and put men on as would be required to comply with 
the 8-hour-day 40-hour-week provisions. Should it become necessary to reduce 
the workday to 8 hours, it would likewise be necessary to reduce the free time 
which the men now enjoy with pay. Our knowledge of the industry indicates 
that this would be contrary to the desires of most of the personnel employed in 
inland water carrier operations as we stated to the subcommittee at the time 
of the hearing. 

Working conditions in the shallow-draft water carrier industry are such that 
in our opinion the vessel employees now enjoy benefits as a result of the exemp- 
tion from the wage-and-hour provisions of the Fair Labor Standards Act which 
it would be impractical to give them if coverage were extended to them. 

’ If consistent with your wishes in the matter, we shall appreciate your in- 
corporating this letter in the hearing record on S. 1046 at the appropriate place. 

Please permit me to express to you again, Senator Kennedy, our very sincere 
appreciation for your interest and your courteous reception of our presentation 
on behalf of the industry. It is our hope, of course, that S. 1046 will be amended 
by the subcommittee in such a way as to continue the exemption presently 
accorded vessel employees in the shallow-draft water carrier industry under 
the Fair Labor Standards Act. 

Sincerely yours, 


BRAXTON B. Carr, President. 


The next to the last witness is Mr. Hoyt S. Haddock, executive secre- 
tary, United Maritime Unions’ legislative committee. 


STATEMENT OF HOYT S. HADDOCK, EXECUTIVE SECRETARY, 


UNITED MARITIME UNIONS’ LEGISLATIVE COMMITTEE, ACCOM- 
PANIED BY JOHN A. ANDERSON 

























Mr. Happock. Good morning, Senator Kennedy and Senator 
Dirksen. First I want to thank you for giving us the opportunity of 
appearing here. Appearing with me are Mr. Simkins, administrative 
assistant in my office, and Mr. John Anderson, a merchant seaman 
who was employed aboard the City of Norfolk as an ordinary sea- 
man on the Norfolk Steam Packet Line until this morning. 

We have asked him to come over here and say a few words to the 
committee about the conditions in that particular line. 

1 am Hoyt 8S. Haddock of the United Maritime Unions’ legislative 
committee representing all union seamen. This organization is com- 
posed of the American Radio Association, the Industrial Union Ma- 
rine Shipyard Workers Union, the International Organization of 
Masters, Mates, and Pilots, The National Marine Engineers Bene- 
ficial Association, the National Maritime Union, Radio Officers Union, 
Seafarers International Union of North America, and the Marine 
Division of United Steelworkers of America. 

Senator Kennepy. Who is the president of the union ? 

Mr. Happocxs. These are all unions. There is no president of the 
committee. There are cochairmen of the committee, Mr. Paul Hall 
and Mr. Joseph Curran who are cochairmen of the committee that is 
composed of all of these unions that are represented here. We be- 
lieve the arguments presented by the AFL-CIO and by various other 
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proponents of the bill are conclusive. They demonstrate the neces- 
sity of $1.25 minimum wage both for the well- -being of the Nation 
and for the well-being of its citizens. At this point we would like to 
associate ourselves with the statement made by the Packing House 
Workers this morning as it relates to fishermen and fish processing 
workers. 

The National Maritime Union and the Seafarers National Union 
both represent considerable numbers of fishermen and fish processing 
workers in the United States and the conditions described by those 
witnesses this morning are representative of the situation as it exists. 

The continued exclusion of seamen from the benefits of the Fair 
Labor Standards Act cannot be justified on any basis. 

The wants and needs of seamen and their families are the same as 
those of all American workers. They also need food, clothing, and 
shelter. 

Their skills are as complex and varied as those in most industrial 
plants. Most of the skills are similar to shoreside operations. 

The American seaman is deserving of an adequate minimum wage 
and of an American working st andard in common with all American 
workers. 

If we are to search for a distinguishing characteristic common only 
to seamen we would find but one; it is the confinement, loneliness, 
separation, and hazards of their occupation. The work they do is 
similar to work in a shipyard, boiler room or restaurant ashore, but 
the conditions under which they work are far more undesirable. 

Extension of the provisions of section 6 of the Fair Labor Stand- 
ards Act to seamen’ will constitute no burden to the industry. All 
American vessels on the high seas and the Great Lakes and most 
inland waterways craft now pay in excess of $1.25 per hour. Such 
extension will, however, provide seamen the security and protection 
of a wage floor. 

The time and one-half after 40 hours application to seamen will 
constitute no burden to the industry. The average daily increase 
to the deepsea operators will be less than $140 per day. Sixty-eight 
percent of the overtime hours will be increased by less than $1 
through the application of time and one-half after 40 hours. 

Average manning scale of dry cargo C-2’s for the Atlantic coast 
and gulf coast under National Maritime Union contract—116 ships. 
(Average for 5 months, November 1958 to March 1959, is as follows :) 

Rating 
Master 
Chief mate 
2d mate 
3d mate 
Junior 3d mate 
Radio officer 
Purser 
Boatswain 
Carpenter 
Maintenance, deck 
Able seamen 
Ordinary seamen 
Chief engineer 
Ist assistant engineer 
2d assistant engineer 
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Rating 
3d assistant engineer 
Junior 3d assistant engineer 
Licensed junior engineer 
Electrician 
Oiler 
Fireman/wiper trimmer 
Wipers 
Chief steward 
Chief cook 
Cook-baker 
3d cook 
Mess-utility 
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Mr. Happock. The combined financial statements of lines holding 
operating differential subsidy contracts show that the seagoing wages, 
including payroll taxes, welfare, and so forth, to be 25.9 percent of 
total revenue from vessel operations. We submit this as being lower 
than any other industry. 

To the operators that complain that the increase in overtime would 
create an unbearable cost, we suggest to them that they increase their 
manning so as to eliminate the overtime. 

Ships can be run on a basic 40-hour week. All that needs to be 
done is to change the present prevailing three-watch system to a four- 
watch system. This would reduce the hours of the bulk of seamen, 
who stand watch and watch from two 4-hour watches to two 3-hour 
watches daily. The resulting 6-hour day is in line with the thinking 
of organized workers in other industries. 

The four-watch, 6-hour day would add up, in 7 days, to a 42-hour 
week at sea for the bulk of the men. The extra 2 hours over 40 can 
be taken care of by overtime payment at time and one-half as already 
established in the act for shore industries. 

In this way the normal work necessary to the navigation of the ves- 
sel can go on through the 24 hours of each day and the 168 hours of 
the week. The four-watch system will cause no interruption in 
necessary duties, and no lessening of navigational speed or efficiency. 

There remains a comparatively small group of men, known as day 
workers who even while at sea have Saturday afternoons and Sun- 
days off. This reduces their regular working week to 44 hours. 
These men include such ratings as boatswain, ship’s carpenter, 
machinist, electrician, plumber, refrigerator engineer, and engine- 
room wiper. Their skills are comparable and in many case superior 
to the skills required of workers in the similar occupations ashore. 

If anything, the limited facilities and materials available for work 
on board ship, and the emergency conditions under which the work 
must often be done, call for a higher degree of ingenuity and train- 
ing than related shoreside craftsmen would ordinarily need. Yet 
on board ship these occupations receive lower rates of pay than their 
fellows ashore, and they also receive no overtime pay for their 4 hours 
of work beyond the 40-hour workweek. 

This gross inequity should be eliminated by applying to them also 
the basic 40-hour week and time and one-half for all hours beyond 
that period. Perhaps if that were done the shipowners would find 
— it is not necessary to hold these men at their tasks for the extra 
4 hours. 

Perhaps better facilities might be provided which would quicken 
the work. Or much repair work could be done in port by shore 
gangs who could not then be undercut by seamen doing shipyard 
workers’ jobs at seamen’s pay. 

Again it is entirely feasible to house on shipboard the extra men 
required by the four-watch system. If all men on board ship stood 
watches, the four-watch plan would require the addition of one-third 
more men. 

Since several types of workers, as shown, are not involved in the 
watch-and-watch schedule not more than a quarter of the total ship’s 
complement would need to be added. On ordinary 10,000 ton 
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freighters with an overall crew of officers and men totaling 42 to 50 
gun crews up to 28 naval men were carried during the war. 

Furthermore the argument that the 40-hour week will leave the 
seamen with far too much free time on their hands flies in the face 
of modern thinking about leisure and self-improvement. 

This argument like those already considered will be mouthed by 
the same men who opposed the reduction in the working day from 
12 hours to 10 and from 10 hours to 8. 

Work at sea is arduous and heavy. The life is more vigorous, the 
need for rest greater. For the decks and enginemen there are two 
different watches breaking up the period off duty. For the stewards’ 
department there is still a spread of hours over a 12- or 15-hour 
period. 

Many seamen use what little free time they have to study and pre- 
pare for their certificates of higher rating or for their licenses. 
Others like to paint or write. T he United Seamen’s Service has held 
some highly popular and large art exhibits of the work of seamen. 
There are debates and planned recreation programs among the crews 
of many of our vessels, 

Finally, the added expense of the fourth shift can be met by suit- 
able adjustments within the industry. The same objection of in- 
surmountable expense was raised against the three-watch, 8-hour day 
for engineroom workers in 1915. 

It was raised again against the extension of this provision to deck 
crews in 1936. In both sases, once the law was enacted the ship- 
owners bore up nobly. They improved their manner of cargo han- 
dling. They built larger and speedier ships which could carry more 
cargo more miles in less time. 

The seamen’s unions of America do not think so poorly of the 
American shipping interests as to believe that they cannot, if w illing, 
adjust themselves equally well to a 40-hour week for oceangoing 
merchant ships. American seamen are deserving of the maximum 
workweek long since established for industrial w orkers ashore. 

The primary benefactors of the extension of S. 1046 to seamen will 
be the nonunion seamen employed aboard the craft in the harbors, 
bays, coastwise trade and the inland waterways. Most of these sea- 
men work for less than $1 an hour. In many cases they work for less 
than 50 cents an hour. 

For an example, we have selected a company that operates in this 
area—The Baltimore Steam Packet Co. The total number of hours 
worked during the year in their line vessel operations last year was 
353,826 for which they paid $348,990, an average of 98.6 ‘cents an 
hour. The scullions in this operation worked for an average of 46 
cents an hour. 
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(The table referred to follows:) 


The following as taken from Interstate Commerce Commission records is the 
last report filed by the Baltimore Steam Packet Co.: 





























Average Total number} Total amount Average 
Rating number in of hours of compensa- hourly 
ratings for | worked dur- | tion during earnings 
year ing year the year 
ants ‘i a -| 
| OF: apta UR ei an el ie ee) on 8 od 3 6, 712 $22, 981 $3. 29 
Mate Ba cn a sole pee eS ee ae 5 14,810 | ft (ae 
Quarte srmasters and helmsmen.._.------_-_--- 5 14, 690 11, 796 80 
Deck hands-__- abet teenie | 16 | 38, 052 ot ee 
Other deck employees.._.___- 2 side 13 | 43, 150 34, 430 . 80 
Chief engineers __- BE Si a ce ee | 3 7, 038 NO MOTE Da a ee 
Assistant engineer 5 15, 990 26, 848 
i a | 8 | 5 =. ae eee * 
Firemen... . ates 10 y 2 - o.  | ee 
Stewards and waiters___- 19 87 36, 766 | 67 
Stewardesses and maids _........__.__- | 7 18, 126 10, 073 56 
Re a 7 20, 223 hh , ae 
Scullions Ee Saletan ecacasnied 7 25, 380 | 11, 757 46 
Bar employees. ._-_- 2 5, 823 4, 318 7 
Other employees, stew ard ¢ dep: wrtment ee 8 20, 553 12, 662 61 
Pursers 2 8, 327 Pe Bisset 
Other employees, purser department... nl winrar 8 18, 176 9, 131 50 
i taccencdadibasnactaemeanece mee 12 | 353, 826 348, 990 . 98 





Mr. Happock. We are of the belief that no company should be 
allowed to exist that exists solely on the exploitation of working peo- 
ple. We look upon less than $1 an hour as exploitation. 

Section 3(p) would eliminate the threat to the seamen caused by 
the “runaway” American operators who register their ships in Li- 
beria, Honduras, and Panama; the sole purpose of which is to lower 
the now existing working conditions of American seamen. The claim 
by these operators that they pay high wages is untrue. There is no 
uniform rate of pay as wor king conditions for the seamen on board 
the ships of these countries. 

The pay and working conditions vary from company to company. 
The companies only pay the minimum amount necessary to enlist 
a crew. These facts are taken from actual articles on board these 
ships. One of the new 1958 agreements provide for 50 percent of the 
seaman’s pay to be retained by the master and put into a fund—de- 
portation fund—to pay the seaman’s transportation back to his own 
country in the event he should be guilty of any kind of misbehavior. 
The wages for an able-bodied seaman on the average ranges from 

370 to $90 a month for a 56-hour workweek. There is very little over- 
time paid. 

In your consideration of S. 1046 we ask that section 3(m) be 
amended to exclude the cost of board, lodging or other facilities pro- 
vided by the employer from the computation of wages for members 
of the crew of a vessel. 

This exclusion of subsistence from the calculation of a minimum 
wage for seamen is necessitated by conditions unique to this industry. 
Traditionally room and board supplied aboard ship have no connec- 
tion with wages. During the long history of the maritime industry 
subsistence has never been considered to be @ W age payment. 


Room and board provided aboard ship is solely for the convenience 
of the shipowners. 
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Secondly, the seaman has no choice but to accept the room and 
board supplied by the operator. He does not choose to eat or be 
housed aboard the vessel. He does so because in the nature of his 
occupation he cannot do otherwise. 

Nowhere in the history of negotiations have the shipowners or the 
unions given consideration to room and board as part of wages. 

The collective bar gaining agreements provide that when a man is 
ashore on vacation he receives W ages as spelled out in the agreement 
without allowances for room and board while ashore. 

The shipowners have always refused to pay a man’s room and board 
while on vacation on the grounds that subsistence has nothing to do 
with wages. 

As a comparison, the per diem traveling allowance received by 
Government employees whose duties regularly compel them to be 
away from home is not regarded as a part of w ages. 

In all cases where the shipow ners require their shoreside personnel 
to travel aboard ship there is no reduction from the wages paid to 
said personnel for room and board supplied aboard ship. 

The room and board given a seaman on board ship has absolutely 
no value in helping him to maintain his family ashore. 

His ability to feed, clothe, and shelter his family and dependents 
is dependent upon the amount of money he receives in cash. 

Mr. Chairman, that concludes our statement. 

As indicated previously we have with us here Mr. John Anderson, 
an ordinary seaman who was employed aboard the City of Nor folk 
of the Baltimore Steam Packet Line, and Mr. Ben Shoemaker of the 
National Maritime Union in Baltimore, who contacted this gentle- 
man and was good enough to bring him over to be with us this 
morning. 

If I may, I would like to ask Mr. Anderson one or two questions 
and say ask him because I have not had the opportunity to talk to 
the man myself except to say hello to him this morning. 

We have never met before, if I may 

Mr. AnpERsoN. You may. 

Mr. Happock. You were employed as ordinary seamen aboard this 
ship? 

Mr. Anperson. Yes, as ordinary seaman aboard this ship. 

Mr. Happockx. What were your wages? 

Mr. Anperson. I don’t exactly know the complete wages but my 
take-home pay—I had no dependents except myself—was $75 a month, 
every 2 weeks. 

Mr. Happocx. Every 2 weeks? 

Mr. Anperson. Every 2 weeks. The 1st and 16th they paid off, 
yes, 

Mr. Happock. You say you don’t know exactly what your full 
wages were ? 

Mr. Anperson. No, sir. 

Mr. Happocx. Didn't they furnish you with a slip showing 
deductions. 

Mr. Anverson. I quit that ship at Norfolk yesterday. I bought 
me a ticket back from there last night and they did not give me a 
pay slip. 
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Mr. Happock. Did you receive in addition to this pay any benefits 
such as retirement pay, medical assistance for your family, or other 
fringe benefits? 

Mr. Anperson. No indeed. After you are there 60 days you have 
hospitalization in a marine hospital to which you are entiiled as a 
seaman any where, and Iam a SIU member and if they didn’t knell 
that I would have been thrown off the boat long before I did quit. 

Mr. Happock. Mr. Chairman, we are particularly anxious that we 
got this man. We did attempt to get someone off of one of those 
boats yesterday. We were fortunate to contact this gentleman this 
morning. I say that particularly because we have included in our 
overall statement a rather complete analysis of the conditions that 
exist in this particular company, and we picked that particular 
company only because it is a local company operating in the area of 
Washington, D.C. 

We did not pick it as being representative of those companies who 
pay less than the minimum. There is no representative company. 
They vary all across the board. 


Senator Kennepy. Senator Dirksen? 

Senator Dirksen. No questions. 

Senator Krnnepy. Is this ship organized ? 

Mr. Anperson. No, sir. 

Senator Kennepy. Do you belong to a union? 

Mr. Anperson. No, sir, she is nonunion. 

Senator Kennepy. What percentage of the merchant marine is 
organized ? 

Mr. Hapvock. Of the seagoing ships I would say that 99 percent 
of them are organized. 

Mr. Anperson. 100 percent. 

Mr. Happock. About 99 percent of seagoing ships are organized. 

Senator Kennepy. This gentleman comes off a coastwise ship. 

Mr. Happock. That is what we call a coastwise—what we call an 
intercoastal ship actually, and of the intercoastal ships, about 40 
percent are organized. 

Senator Kmnnepy. What would be the differential, the wage differ- 
ential between the unorganized and the organized seamen ? 

Mr. Happock. They will vary anywhere from perhaps one-third 
on up to about equal what the organized wages are. For example, on 
the inland waterways, and I am talking now of the Mississippi system 
primarily, they will vary from a little less than half of what the 
organized seamen make on up to actually what the organized seamen 
make. 

Senator Kennepy. Did you hear the previous witness? 

Mr. Happock. Yes, sir. 

Senator Kennepy. Does your union include people who work for 
their operators ? 

Mr. Happock. Yes, sir. 

Senator Kennepy. Would you care to comment on your knowledge 
about what kind of vacation they get, what kind of days off they 
get, the pay they get for each day worked? 

Mr. Havpock. On the organized ships they receive time off for time 
worked. They get straight time off for overtime. That is basically 
what it boils down to. They do not get time and a half off. These 
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men work a 12-hour day every 7 days a week 30 days a month, and 
they accumulate day for day in this process. 

Now this bill would have an overtime provision to them. How- 
ever, it would not mean remaning of the ships as the previous wit- 
ness indicated. There are provisions in the law currently which per- 
mit the adjustment of overtime conditions to fit the particular opera- 
tions. However, it would require, assuming that the time off prin- 
ciple is continued, it would require them to go to the principle of time 
and a half off to straight time off. 

Senator Kennepy. Now the witness yesterday gave some figures, 
one of the witnesses yesterday speaking for the American merchant 
marine gave us some figures on the conditions aboard ship in the or- 
ganized merchant marine. 

He stated that a 50- or 60-hour week is common and accepted prac- 
tice and that it is subject to collective bargaining and that it would 
be a mistake for the Federal Government to intervene in the bargain- 
ing relationship between the unions and the company, that the unions 
are strong and that they are able to speak for their members and that 
the particular difficulties of trying to run a 40-hour week on ships is 
recognized in the contractual relationships between the unions and the 
company. Do you have any statement about that ? 

Mr. Happock. I would certainly say that the unions on the deep 
sea ships are strong, and I think those unions if they wanted to go 
to a long drawn out battle with the companies which may last months, 
and disrupt the industry, could perhaps tie them up and force them 
to go to a 40-hour actual working week aboard the ship. The posi- 
tion which the operators have taken in their testimony is very basi- 
cally the same position that has been taken by the operators of ship- 
ping companies over the last hundred years. 

Originally there were no hour schedules aboard ships at sea. A 
man worked just as many hours as the mate or captain could force 
him to work, or he could physically stand up under. Then the Con- 
gress saw fit to adopt a maximum 12-hour io. When the Congress 
adopted the 12-hour day, the companies all came in and said: “This 
will ruin us. You can’t set up a 12-hour day. The man has to be 
aboard the ship. He should work as many hours as he can while he 
is aboard there. He has nothing to do with his time. He should 
spend all of his time working.” 

Then came the 8-hour day and we heard exactly the same cry, that 
you can’t put the 8-hour day on these ships. These men are limited 
to a 12-hour day by the law now but they have to be aboard the ship 
24 hours a day. They should be permited to work as many hours as 
they can get out of them. 

We have nothing to do with the time. 

This is the same old cry. In 1946 the unions negotiated for the 
40-hour week. At that time the unions suggested putting additional 
men on the ship to make up the 40-hour week. A review of our state- 
ment I think will reveal why the companies didn’t do this, and it is 
because the unions have never been able to negotiate time and a half 
for overtime with them. 

In many instances the overtime rate—well, not in many instances, 
but in some instances—aboard these ships the overtime rate is less 
than the straight-time rate. Certainly under those conditions it pays 
the operators to not put on the additional people. 
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Also they have the additional question of feeding and housing the 
people aboard the ship, and this is a cost. So unless you approach the 
figure of time and a half for overtime, they will continue in my opinion 
to work the seamen 56 hours a week. Or unless the unions simply say: 
“We are not going to stand for this any more. <As far as we are con- 
cerned this is a striking question.” 

And then go to the point of tying up the ships. We have in this 
industry a very strong feeling on the part of the unions about tying 
up the ships. Every time these ships are tied up, the shipowners lose 
business. When they lose business, that means that they tie up ships, 
and this means fewer jobs. 

This means fewer ships under the American flag to carry our com- 
merce and to provide a nucleus in time of defense. And the unions 
have a strong sense of responsibility on these questions. They recog- 
nize that in this industry strikes are rather bitter. Many of them have 
gone for 3and4 months. No shipowner or no seaman can ever recover 
the losses which result from such strikes. We are anxious to avoid 
them wherever possible. We think that the greatest asset that this 
industry could offer to the shippers of the country would be a 
continuity of service. 

Senator Kennepy. Mr. Haddock, may I ask, isn’t it a fact that the 
average monthly wage of an unlicensed seaman is about $6002 Don’t 
you think that is a rather substantial wage ? 

Mr. Happock. That represents 

Senator Kennepy. As I understand it there is also a vacation of 
30 days ? 

Mr. Happocx. That represents a rather substantial rate, but we 
should not get ourselves to comparing oranges with steel workers here. 
These seamen work a 56-hour minimum week. In addition to the 56- 
hour week, they also put in other overtime. I think it will average 
about 4 hours per week per man. So that when you are talking about 
this pay, you are talking about approximately a 60-hour week com- 
pared to a 40-hour week of earnings of comparable shoreside workers. 

In other words, you take your 40-hour week, your basic wage, and 
then add to that your time and a half for your 16 hours of controllable 
overtime, and then your additional overtime above that, and you will 
come out for workers in other industries with a wage that is con- 
siderably higher than this wage. 

Senator Kennepy. What about vacations? How much vacation do 
they get a year? 

Mr. Happock. Vacation varies depending upon the time aboard 
ships. 

At the present time it is 30 days. That has been increased to 45 days 
a year for unlicensed personnel, and I believe the same for licensed 
personnel. 

But here again you must remember that these seamen spend 24 hours 

a day on the ship with the same people 7 days a week 30 days a month. 
T hey do not leave their job at the end of 8 hours a day and ‘have avail- 
able recreation, social activities, that you and I have. I say that 
advisedly because I realize that you don’t have too much social activi- 
ties in your busy life. But this makes quite a difference, and only 


a person who has really been to sea can understand really what the 
difference is. 
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I think it could be best exemplified by a witness that we had in one 
of the appearances before the House Merchant Marine and Fisheries 
Committee several years ago. 

He was telling his story of how lonely a life this was, how boring 
it became. And he told the story about him picking up a plate of 
food and hitting his buddy with it. Unfortunately we didn’t know 
about this or wouldn’t have let him tell it, I don’t think, but it was 
just as well that he did. But one of the Congressmen asked him 
why he did this. He said “because I had just gotten tired at looking 
at this guy at breakfast, at getting up in the morning, at going to bed 
at night and at work all day.” 

And this was his buddy that he performed this deed on. 

Senator Kennepy. What is your name, sir? 

Mr. Anverson. John Anderson. 

Senator Kennepy. We are glad to have you here, Mr. Anderson. 
It has been a great pleasure to have you here. 

Mr. ANDERSON. Thank you, sir. It is a great pleasure to be here, 
sir. 
This is my first trip to Washington. I never been in any place 
like this before. 

Senator Kennepy. We are glad to have you testify here. 

Mr. Anperson. Thank you. 

Mr. Happock. Thank you very kindly, Mr. Chairman. 

Mr. Anperson. Thank you, sir. It has been a pleasure to be here. 

Senator Kennepy. The next witness is Mr. George Burger, vice 
president of the National Federation of Independent Business. 

Mr. Burger, we are glad to have you here. Senator Dirksen and 
I are very happy to have you testify. 


STATEMENT OF GEORGE BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Burcer. Thank you very much, Mr. Chairman. 

I am George J. Burger, vice president, legislative activities, 
National Federation of Independent Business. 

We are the largest business organization in the Nation, from the 
standpoint of directly supporting business and professional enter- 
prisers. Our membership is exclusively among small, independent 
enterprisers.These people who are your constituents, and they alone 
set our stand on bills and issues by direct, signed ballots which they 
sent to their congressional Representatives on the House side, in our 
mandate polls. 

I mention this only to emphasize the fact that what I say here in 
our discussion is intended to reflect their collective thinking just as 
though they were here to speak for themselves. 

I might mention here that the federation is the only independent 
business organization performing this function for smaller firms and 
their Congressmen. 

Now we have not polled our members on S. 1046, but we have 
polled them on three occasions over the past 4 years on earlier bills, 
that touch on the points at issue in S. 1046. 

The results of these polls are my authority to speak before you on 
this bill, S. 1046. 
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For instance in Mandate No. 215 (September 1955) we polled 
our members as follows: 


or document referred to follows :) 


on 


5. S. 662 (Lehman, New York). Extend Federal minimum wage and maximum 
hour amas to larger retail, wholesale, and service firms which operate four or 
more outlets. 

Following are the brief arguments for and against which we furnished them, 
to help spark their thinking on the issues posed by this bill: 

5. Argument for: Under existing law, many employees of retail, wholesale, 
and service businesses are denied wage and hour protections enjoyed by millions 
of their fellows. They should have these protections. This proposed change 
in the law would not affect the really small, independent local man, but rather 
his larger competitors operating more than four outlets in the retail field. 
These businesses can afford to carry out employment policies in conformance 
with wage and hour law, and should do so. 

5. Argument against: Retailing is primarily small business, is essentially local 
and intrastate. If regulation is needed, it should be State or local. Twenty-six 
States and Washington, D.C., have wage and hour laws. Don’t be fooled by 
statements that coverage will extend only to the “bigs.” If the “bigs” fall, 
the “smalls” will follow. This happened last year on unemployment compensa- 
tion. Coverage was extended from firms with eight to firms with four 
employees. All businessmen must stand together in opposition to this type 
legislation. 

And this is how they voted on this bill: 

Following is the national summary of votes cast on issues carried in the 
Mandate No. 215. This summary has been forwarded to Members of Congress, 
to members of the permanent Senate Small Business Committee, to members 
of the House Small Business Committee, to other interested congressional com- 
mittees, members of administrative government and Government agencies. 




























[Percent] 


Against 





_ 


Use Robinson-Patman Act to check discounters, co-ops - - - - 77 19 ¢ 
. Tax cut on earnings of American-firm foreign branches if 


bt 


they resell in the United States_...............-...--.-. 16 79 5 
3. S. 2247. Central control of surplus pri yperty disposal. ______- 82 13 5 
4. H.R. 5694. Flat 5 percent excise tax on all manufactured 

I rn a a ae a ate ee 44 50 6 
5. S. 662. Extend wage-hour law to larger retail firms__..--_-- 42 54 4 


Then in Mandate No. 235 (December 1857), we polled members as follows: 

5. H.R. 585. Federal wage-hour controls: “. . . Extend Federal wage and 
hour controls to all retailers and service establishments” (Representative Celler, 
New York). 

Following are the brief arguments for and against which we furnished them, 
to help spark their thinking on the issues posed by this bill: 

5. Argument for: Almost half of the Nation’s employees are working in busl- 
nesses where there’s no ceiling on their weekly hours of work and no floor under 
their weekly wages. Toa great extent they’re working in vocations where labor 
unions are relatively weak. Generally, hours are longest and wages lowest in 
these vocations. This is bad. First, because it’s unfair that our Nation should 
prefer protection for some but not for all. Second, because these unprotected 
employees are a drag on consumer buying power, the foundation of business ac- 
tivity and prosperity. Congress can correct this situation and should do so. 

5. Argument against: Extension of these controls would hit hardest those least 
able to withstand the blow—the independent retail and service businesses. These 
are the outfits right on the frontline of our distribution system, in a sense the 
outfits that keep the wheels of business turning. They’re trying desperately hard 
right now to keep goods moving, are squeezing every last penny out of their prices 
to keep prices right. Anything that would force them to raise their prices could 
dam up the flow of goods to the public, and halt the wheels at factories—either by 


pricing them out of the market or by closing their doors. Congress should leave 
things as they are. 
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And this is how they voted on this bill: 
Here's the national summary of votes on issues in Mandate 235. This has been 
sent to all Congressmen and Senators, all congressional committees, and all 
gencies and individuals in the executive branch of our Government, for their 
information. 





For | Against No vote 


Percent Percent | Percent 
. Cut back other activities to finance guided missile programs 12 
2. H.R. 6027: Tax deductions for losses on business investments - 22 
. Government investigation into discount house price competition --_-__- 22 
. H.R. 5826: Congress let Government agencies close down busine oP e 
activities as they want s 22 


_ H.R. 585: Extend wage-hour law to all retail- service concerns -_.- 4 67 


Next, in mandate No. 245 (January 1959) we polled members as follows: 

3. H.R. 83. $1.25 MINIMUM WAGE “* * * require all businesses subject 
to Federal regulation to pay their employees at least $1.25 an hour, instead of 
the $1 an hour minimum required now” (Representative Celler, New York). 

Following are the brief arguments “for” and “against” which we furnished 
them, to help spark their thinking on the issues posed by this bill: 

8. Argument for: The issue here is this—whether all labor shall have a living 
wage. Most organized workers receive $1.25 hourly or more. But many un- 
organized workers, chiefly in retail and service trades, receive less than this. 
This wage differential is unfair to the unfavored workers. At the same time 
it is a block on the consumption needed to keep the wheels of industry turning, 
and hobbles national prosperity. More than this, all this bill asks is a minimum 
$50 a week for a worker, just enough to maintain minimum living standards. 
And its limited to firms under Federal regulation. 

3. Argument against: A hefty increase in the wage costs of all busi- 
nesses * * * that’s what this would add up to. Don’t kid yourself that the effect 
would be limited to firms under Federal regulation, and that firms paying more 
than the Federal minimum wouldn’t be touched. Sure as day follows night, 
raise the Federal minimum and you touch off upward pressures on all wages 
by all business, small as well as large, union or nonunion, State or Federal 
regulated. No matter who you are, where you are, what you are * * * an in- 
crease in the Federal minimum will affect your wage costs. 

And this is how they voted on this bill: 

Here’s the national summary of votes on issues in mandate 245. This has 
been sent to all Congressmen and Senators, all congressional committees, and 


all agencies and individuals in the executive branch of our Government, for 
their information. 


For Against | No vote 


Percent | Percent | Percent 
. H.R. 2: Tax allowance for inventory increases....................-..-.- 71 25 


. H.R. 9: Private retirement plans 76 20 
. H.R. 88: $1.25 minimum wage. 30 66 
. H.R. 99: Reduce Government competition ‘ 88 9 
5, H.R. €3: Permit social security pensioners to earn up to $1, 800 yearly in | 

private employment 81 17 





Mr. Burcer. The results of these polls, none of which evoked an 
overwhelming “for” or “against,” tell us that by and large our mem- 
bers are opposed to (1) wholesale inclusion of all businesses under 
Federal wage-hour control, (2) expansion of this control to a limited 
number of larger independent firms, and (3) any further increase 
in the Federal minimum wage, at least to the $1.25 an hour level. 

These results are especially interesting when considered against 
the background of federation membership. Of course, we have all 
sizes and types of independent business and professional man oper- 
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ations among this membership. Some of them for one reason or an- 
other are already subject to Federal wage and hour control. 

Others are in the category of the larger independents thus far ex- 
empt from these controls. Many operate under contracts with labor 
unions. But by and large the greatest proportion are the smaller 
sized independents generally proposed for continued exemption from 
Federal wage-hour controls. 

This might explain the two-thirds vote against the proposal for 
wholesale inclusion of all businesses under Federal wage-hour con- 
trols. But it does not explain the majorities against the proposals 
for limited expansion and for the new $1.25 minimum hourly wage— 
except in the light of these important considerations: that among 
these smaller independents are many who fear that if their larger 
brethren go under control now they may be next, that they fear this 
is part of a trend that will in time deprive them of necess: ry freedom 
of judgment in running their own businesses, and that it amounts to 
another step in the direction of complete Government controls. 

Frankly I can understand these fears. The history of oa years 
has been one of constantly expanding Federal controls. I do not 
mean to say that these businessmen have been deprived of their free- 
doms. I do mean that the controls have become more extensive to 
the point where no one can be sure when they will stop spreading. 

And let me say that as a former independent businessman, for 25 
years the owner and operator of a retail tire firm with six or more in 
employ, I know what freedom of judgment can mean in the operation 
of a business, particularly in the field of wages. 

I can tell you that many times during ‘the depression years I was 
faced between making across-the-board teductions or of elimin: iting 
entirely hard-to-find jobs. 

Now consider these business and professional men federation mem- 
bers. From my own experience and from observations now and then, 
I can safely say that most of those who opposed these earlier bills 
were, and are, paying at least the Federal minimum wage rate, many 
even more. 

As practical men they realize it costs money to live, to marry, and 
to raise families. 

They realize that employees burdened by financial difficulties are 
not most efficient. They know that to attract and hold the kind of 
worthwhile employees a good business needs they have to meet wage- 

rate competition from other firms, some bound by the F ederal stand- 
cae others by union contracts. Besides this, due to their size, they 
have to live in intimate daily contact with their employees whom they 
know as human beings not as mere statistics on a weekly payroll. 

Of course I don’t ignore the fact that there are some who may be 
paying so-called subst: ‘andard wages. But I think and I feel the facts 
will bear me out that most in this ‘ategory are doing so for reasons 
beyond their control. 

I know that in my own business, when sales and profits were good 
our wages and bonuses were good. But once the giant automobile 
manufacturers stepped in and snapped up a goodly share of my 
customers, and once the depression struck, I had to cut, and cut all 
along the line. 
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Given the opportunity I would have done better, and I think that 
given an opportunity they would be doing better. Denied the right 
to private judgment I might have been driven to the wall. Denied 
this right they could be driven to the wall. 

Nevertheless, there is no denying the fact that there are, always 
have been, and likely always will be a small minority of chiselers 
interested in getting the most for the very least. To the extent em- 
ployees of these people need protection it should be given them. 

sut these protections should not be fashioned in such manner that 
they act as a deterrent to, or threaten the freedom of businessmen 
who are honestly doing their level best to keep afloat and pay the 
best wages they can. 

You know our system of justice holds that it is better in terms of 
legal safeguards for 99 wrongdoers to escape punishment than it is for 
one innocent man to be convicted unjustly. 

I do think it is the sense of our members, based on the polls cited, 
that this is the principle that should be applied in connection with 
the basic issues raised in this bill. In order to convict and control 
the guilty we must not sacrifice, or endanger the welfare of the 
innocents. 

Further, I think the majority of our members, as indicated in these 
polls, are flatly opposed to any further expansion in these Govern- 
ment controls. 

Finally if it is your desire as a further aid to this committee we 
will be glad to make an up-to-date poll of our members on the con- 
trol expansion feature of this bill—we have already polled them on 
the minimum wage increase portion—and to advise you of the results 
as soon as they are recorded. 

Thank you, Mr. Chairman. 

Senator Kennepy. Thank you very much, Mr. Burger. You are 
opposed to the bill as it is now written? 

Mr. Burcer. Exactly. 

Senator Kennepy. We appreciate your coming, Mr. Burger. I 
think you word these polls of yours very fairly. 

Mr. Burcer. I think so. It is a very tough assignment to make 
sure that we don’t load those questions for and against for a selfish 
purpose. It is up to the members then to make the decision. 

Senator Kennepy. I think they are very fair. 

Mr. Burcer. Thank you very much, Mr. Chairman. 

Senator Kennepy. The subcommittee will suspend until the next 
witness arrives. 

(Short. recess. ) 

Senator Kennepy. We are very happy and honored, Mrs. Roosevelt, 
to welcome you here this morning. Would you proceed, Mrs. Roose- 
velt, in whatever way is most satisfactory to you. 


STATEMENT OF MRS. FRANKLIN D. ROOSEVELT, ON BEHALF OF 
THE NATIONAL CONSUMERS LEAGUE 


Mrs. Roosrvett. Thank you. I am very grateful to you gentle- 
men for letting me come before you this morning, to talk about the 
bill S. 1046. 

I was 18 years old when I first went for the Consumers League into 
sweatshops in New York City, and at that time I was quite horrified 
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to see conditions where little children and women worked all day 
in their own homes making artificial feathers and flowers, and to find 
that they did this for long hours and for very little pay. And 
because of those conditions which I saw at a very young age, I was 
very much interested in the Fair Labor Standards Act which my 
husband signed. And at last we tackled on a national scale the 
basic problem of poverty, which was the problem of not getting a 
living wage. 

Now, the minimum wages established in 1938 were rather low, 25 
cents to begin with, and later they increased to 35 cents and then to 
40 cents an hour. But low as they were they provided a floor below 
which in those depression days no worker, covered by the act, could 
legally be paid. That was a tremendous step forward and a firm 
foundation on which to build. 

I am glad to say that in the past 20 years we have made some 
progress. We have gone from 40 cents an ‘hour to 75 cents, and today 
our minimum wage is $1 an hour. But the cost of living has risen 
too. I am sure that none of us here believes that a workman who is 
paid $1 an hour today is four times better off than he was in 1938 
when his wage was 25 cents an hour. 

Nor do we believe it was the intent of the Congress, which passed 
the Fair Labor Standards Act, that the standard of living of work- 
ers at the minimum level should remain static—that the minimum 
wage should increase only as much as the cost of living rises. 

I am sure it was the hope of Congress that as we worked out of 
the depression into better times, the lowest as well as the highest 
paid workers should share in the growing national prosperity and 
that as the economy can afford it the minimum wage should be 
increased. 

Certainly the present proposed increase of 25 cents an hour is 
modest indeed. I read only recently that a workman would have 
to earn $2.25 an hour in order to provide a family of four with the 
food, es shelter, and other necessities contained in a modest 
but adequate budget prepared a few years ago for a workingman’s 
family by the Department of Labor. “And yet I understand that the 
wages of millions of workers would be increased by the adoption of 
the $1.25 rate. 

My friends have been telling me of a recent attempt in Texas to 
establish a legal minimum wage in that State of 50 cents an hour. 
Studies showed that department stores were paying wages of $18 to 
$25 a week; laundries Sais $12.50 to $35; restaurants were paying 
kitchen help as little as $15 a week. 

The arguments raised against establishing any legal minimum 
wage were the same as those which have been used by employers 
over the past 50 years. The proposed 50-cent minimum wage 
would:be a “soc ialistic toehold” toward a higher minimum. It would 
ruin many small businesses. The State would be taking over and 
running free private enterprise. 

I always believed that in a democracy it is the obligation of the 
Government to give to its citizens the protection and care they need 
for the benefit of the individual, the family, and the Nation as a whole. 
Comparatively few workers earning less than $1.25 an hour today be- 
long to labor unions. 
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Therefore, they are in a very poor position to bargain individually 
with their employers for higher wages. For them the State and the 
Federal Governments have an obligation to set a floor below which no 
employer may go in setting wages. 

1 believe a minimum wage law is a protection for decent businessmen 
as well, men who recognize the need and wisdom of paying adequate 
living wages, but who must meet the competition of less conscientious 
employers who use wage cutting as a means of gain. Moreover, our 
entire economy would benefit if millions of workers at the minimum 
level were enabled by a 25-cent increase in the hourly minimum wage 
to buy more food, clothing, and medical care they so badly need. 

I understand the bill you, Mr. Kennedy, and Mr. Morse are sponsor- 
ing would not only raise the minimum wage but would bring minimum 
wage protection to 7 or 8 million more workers than are now covered 
by the Fair Labor Standards Act. 

This I think is very important. There is no moral nor economic 
justification which I can see for protecting the families of one group 
of American workmen against want and not protecting the others. 

I realize the Federal Government has the constitutional authority 
to legislate only for those industries engaged in or affecting interstate 
commerce. But I see no legal excuse for the Congress exempting any 
workers who have the constitutional right to be covered from the 
provisions of the Fair Labor Standards Act. 

I want to say an urgent word for a group of workers which is always 
left out when social legislation is written. They are the expendables. 
The ones who are bargained out of a piece of social legislation as the 
price for getting something else in. 

I am speaking of farm laborers, including the migratory agricul- 
tural workers and their families. Today they compare economically 
to the workers in the industrial sweatshops of the early 1900's. 

I hope very much, sir, that you are going to hold hearings especially 
for these workers. 

I know that the bill to amend the Fair Labor Standards Act which 
you are considering today does not provide protection for agricultural 
workers. But I understand that Mr. McNamara and Mr. Clark are 
sponsoring a bill in the Senate which would provide for a legal mini- 
mum wages for farm laborers. 

I presume you will be holding hearings on Senators McNamara’s 
and Clark’s bill later on in the session. But as it may be impossible 
for me to appear at that time, I want to take this opportunity to tell 
you how exceedingly important I think it is that immediate action be 
taken to relieve the plight of these unfortunate citizens. 

I am a member of the National Advisory Committee on Farm Labor 
and have had ample opportunity to know of the misery and destitu- 
tion of farmworkers and their families. 

Poor housing, low wages, child labor, all the privations and suf- 
ferings that go with poverty. I always like to quote from Govern- 
ment bulletins when citing figures, because I believe they se!dom 
exaggerate a situation. So let me tell you the annual earnings 
reported by the Department of Agriculture last September for hired 
farmworkers in the United States for 1957. Migratory farmworkers 
earned on the average $745 for the year from agricultural employ- 
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ment. Nonmigratory farm workers earned $737. The migrants 
increased their earnings to $859 by working an average of 16 addi- 
tional days at nonfarm labor; and the nonmigrant workers by work- 
ing an average of 20 days off the farm added $161 to their average 
annual earnings, bringing the total to $895. 

These figures speak for themselves. That no family could more 
than subsist on such earnings is obvious. To relieve their suffering 
they must depend on charity in times of sickness, unemployment, 
and other emergencies. 


Secretary Mitchell said at a recent meeting on the problems of 
farm labor: 


It is intolerable and indecent for a society to produce by overworking and 
underpaying human beings. Even if the product may cost more, we, in this 
country, usually accept the difference in cost because it is the man that counts, 
pot the thing. It is my conviction that the migrant farmworker will never take 
his place as a fully useful citizen and never be able to successfully resist exploi- 
tation, until, first, Federal legislation guarantees him a decent minimum wage 
upon which he can build a decent and independent life. 

Much needs to be done for these people. They should be covered 
by unemployment and workmen’s compensation laws. The applica- 
tion of the Social Security Act to farmworkers should be improved. 
Better housing, medical care, education for their children should be 
provided. But the most immediate need is a minimum wage law that 
will assure decent wages to these hardworking, neglected American 
citizens. 

Hand in hand with a minimum wage law should go a measure to 
prohibit the employment of little children in commercialized agri- 
culture. Thousands of children 8, 9, 10 years of age and even young- 
er work in the fields beside their parents day after day. 

One understands why such conditions seem necessary when one 
knows what the parents earn. Every additional penny earned relieves 
a bit the desperate family need. But doctors, educators, social work- 
ers all know that growing children suffer more from fatigue than 
do adults. The American Medical Association has recommended 
for the protection of children’s health “a general 14-year minimum 
age requirement for the employment of children.” 

~You know, of course, that the Fair Labor Standards Act prohib- 
its the employment of childen under 16 years of age during school 
hours in industry. Outside of school hours the employment of young- 
sters under 14 years is illegal. Tome the importance of extending these 
same regulations to the employment of children i in agriculture cannot 
be too strong] emphasized. I am not proposing that parents living 
on small family farms should not be allowed to use their own children 
to help with the family chores. 


T am speaking only of children employed on commercial farms as 
hired labor. 

I thank you, gentlemen, for this opportunity to talk to you about 
these serious matters which are before you, and to congratulate you 
on your efforts to find effective ways of reducing the extent of our 
social and economic problems. 

Senator Kennepy. Thank you, Mrs. Roosevelt. 

Senator Dirksen? 

Senator Drrxsen. No questions. 
Senator Krennepy. Senator Randolph? 
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Senator Ranpotrw. Mrs. Roosevelt, we are very happy to have 
your testimony on S. 1046. More than 20 years ago your husband 
spoke to the citizens of the United States on this subject. I shall 
read from a fireside chat of President Franklin Roosevelt, on October 


12, 1937, prior to the passage of the Fair Labor Standards Act in 1938. 
These were his words: 


A few more dollars a week in wages, a better distribution of jobs with a 
shorter working day will almost overnight make millions of our lower paid 
workers actually buyers of billions of dollars of industrial and farm products. 
I am a firm believer in fully adequate pay for all labor, but right now I am 
most greatly concerned in increasing the pay of lowest paid workers, those who 
are our most numerous consuming group, but who today do not make enough to 
maintain a decent standard of living. 

President Franklin Roosevelt in 1937 and in the years prior to that 
date, when he was Governor of the Commonwealth of New York, was 
intensely interested in the wages and hours legislation. He sponsored 
an aggressive and an affirmative policy. I recall when it was my 
privilege and responsibility as a member of the House Labor Com- 
mittee to assist in the passage of the original Fair Labor Standards 
Act. 

Mrs. Roosevelt, the record can appropriately show that West Vir- 
ginians were deeply appreciative, regardless of party affiliations, for 
the visits which you made into our State in an effort, often a successful 
effort, to help the wage earners of West Virginia. And now after 
those years you come here and in a vigorous and clear statement speak 
for amendments to the act of 1938. I am sure all members of the 
subcommittee are grateful for your presence. 

Mrs. Roosrvert. Thank you very much, Mr. Randolph. I think 
my husband always felt that the very poor contributed much need to 
our economy and very little in the way of bringing us in anything to 
carry it along on, so that whenever we could eliminate the people who 
cost us more than they brought in, I think he was always glad. 

But conditions of those days are not conditions of today, and we 
must be thinking of what we will do in the future and not what has 
been done in the past. 

Senator Kennepy. Senator Goldwater. 

Senator Gotpwater. I have no questions. 

Senator Kennepy. Senator Prouty? 

Senator Proury. Mrs. Roosevelt, it is always a rewarding experi- 
ence to have you express your views on various questions of importance, 
and I am sure the subcommittee is very happy to have you present 
this morning. I have no questions. 

Senator Kennepy. Senator Cooper? 

Senator Coorer. Mrs. Roosevelt, I would like to say too that I am 
glad that I have had the opportunity to hear you testify. 

Whatever the views of the committee may be upon your specific 
recommendations, I know that all of us appreciate your coming here. 
And I may say that I have come to know your motives and your pur- 
poses are directed towards elevating the standards of living and 
opportunities in life for the people in our country at the lowest op- 
portunities of our society. 

Thank you. 

Mrs. Roosevett. Thank you very much. 

Senator Kennepy. Senator Javits? 
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Senator Javirs. I came, Mrs, Roosevelt, this morning, to welcome 
a fellow New Yorker though I am not a member of the subcommittee. 

Mrs. Roosevett. Thank you, sir. 

Senator Javirs. I haven’t a question really but I would like to ask 
your comment upon this point. This subcommittee has had a good 
deal of testimony from business people, the chamber of commerce 
appeared yesterday, many retailers have appeared, very small 
businessmen themselves who are pretty poor people, and they have 
expressed the great concern about this minimum wage legislation as 
it affects them, especially the extension of coverage. ‘T notice in your 
statement, and this is quite typical of you, you had a deep solicitude 
for the human aspects of this, and I might say, and I think you know, 
that I am very sympathetic to this bill too. I would ask you whether 
you feel and to what extent you feel we must take into consideration 
this whole block of other testimony which relates to claimed h: ardship 
by really small business people who feel that they may get hurt in 
this thing, and there is also a question which is involved, if not on the 
ultimate issue of increasing the minimum wage, extending the cover- 
age at least on the question of timing. 

I wondered whether you had any views on that because it doesn’t 
seem to come up in your statement. 

Mrs. Roosevett. I think there of course are many adjustments that 
have to be made, but I think they have to be made on a much broader 
scale. For instance, automation is going to throw a great many 
people out of work, and we have to think up new ways “of employ- 
ment. 

And I think we have to remember that in raising the minimum 
wages we are increasing markets, and the small businessman profits 
by an increased ability to buy. In fact on many occasions he is the 
one who profits most because it is the poorer people 1 who go to the 
small business people. Your small businessman—it is very hard to 
talk in generalities because you can always find small businessmen in 
other areas, but your small grocery store, your smal] man who deals 
in this or that in various areas in the country, his constituents are the 
people who will be affected if you raise the minimum wage. 

And it is from them that he gets his customers very largely. You 
will find that richer people buy as a rule from big houses, very often 
from sources where things come from. 

Your little businessman is going to be benefited by the better ability 
to buy on the part of the low wage group of the people who are ordi- 
narily spending everything they make, and who don’t have the means 
of transportation are therefore much more apt to buy from their 
neighbors. 

It is a neighborhood thing very largely with them. So that I have 
always felt that very much of the old and often heard testimony is 
not really valid when you come down to looking into a community. 

And I think you will find that even in the city. communities that your 
little people, usually divide up into small areas and they shop in the 
little places in their area, and so I personally do not think it will work 
the hardship on the small businessman that he now is afraid of. 

I think he will find that he is better off. I realize you have to take 
and should take every kind of testimony into consideration. But I 
would like you to really go out and look around different neighbor- 
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hoods in country districts and in the cities and see if your little busi- 
nessman will not really eventually profit by having more low wage 
people able to buy. 

Senator Javrrs. Thank you, Mrs. Roosevelt. Is it fair to sum- 
marize therefore by saying that you feel the small businessman will 
gain more than he would lose? 

Mrs. Roosrvetr. Yes, I think he would gain more than he would lose. 

Senator JAvirs. Thank you very much. 

Senator Kennepy. Mrs. Roosevelt, I thought that one of the most 
significant parts of your testimony was the statement that we really 
should not expect bargain prices, if the bargain prices are achieved 
by paying a substandard wage. 

In other words, if the only way that you can maintain a price at 
certain levels is to pay a substandard wage 

Mrs. Roosevett. There is no business, that has to do that which can 
really permanently exist. I mean when that happens that is not a 
good business and it has to go out of business. 

Senator Kennepy. That price should be lifted certainly to pay—— 

Mrs. Roosrvetr. The price has to allow for a living wage. 

Senator Kennepy. I think that is an important point, particularly 
when we consider the extension of the minimum wage to the retail 
industry. 

Mrs. Roosrveir. There is no question. 

Senator Kennepy. If there are no more comments 

Senator Ranpotex. I would like to make one more comment, 
Senator. 

Mrs. Roosevelt, yesterday we had testimony—this is in reference, 
at least partially, to the point raised by Senator Javits—from several 
manufacturers of textile products now complying with the Fair Labor 
Standards Act. They advocated the passage of the amendments which 
are contemplated in S. 1046. 

I make reference to this approach of some segments of business in 
quoting further from the fireside appeal of President Roosevelt in 
1937 : 

“Farsighted businessmen already understand and agree with this 
policy,” declared the President. It is important today that some 22 
years later there are businessmen who operate factories in many parts 
of the country, other than New York State, who believe in the need 
for further coverage and improvement. 

Mrs. Roosevelt. I think that many businessmen would agree that a 
minimum wage which gives the possibility to buy more is necessary. 

Senator Kennepy. Thank you, Mrs. Roosevelt. The subcommittee 
will now adjourn and meet this afternoon at 2:30. 

(Whereupon at 12:30 p.m. a recess was taken until 2:30 p.m. of the 
same day.) 








AFTERNOON SESSION 


Present: Senator Williams (presiding), member of the committee. 
_ Senator Wiruiams. These committee hearings will continue on 
S. 1046 and related bills to amend the Fair Labor Standards Act. 
Our first witness this afternoon is Mr. Clyde McFarlin, chairman 
of the United States Telephone Association. 
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Mr. McFarlin, will you come up, please? We are certainly appre- 
ciative of the fact that you are here today to testify. 
Mr. McFaruiy. Thank you, sir. I am very happy to proceed. 


STATEMENT OF CLYDE McFARLIN, CHAIRMAN, EMPLOYMENT 
RELATIONS COMMITTEE UNITED STATES INDEPENDENT TELE- 
PHONE ASSOCIATION 


Mr. McFaruin. For the record, my name is Clyde McFarlin. I 
live at Montezuma, Iowa, a county seat town of 1,500 people. I 
helped organize and I am president of the Montezuma Mutual Tele- 
phone Co., a small locally-owned company having a thousand tele- 
phones. I am director and past president of the Iowa Independent 
Telephone Association and I am chairman of the Employment Rela- 
tions Committee of the United States Independent Telephone 
Association. 

I am appearing today in behalf of the United States Independent 
Telephone Association which is the trade organization that repre- 
sents the Independent segment of the telephone industry or, as it is 
sometimes known, the non-Bell segment. 

A great many people who live in the large cities don’t understand 
that there is a segment of the telephone industry that is not operated 
by the Bell. There are about 3,800 independent telephone companies 
that provide telephone service for something over 10,000 communities 
and that would serve 10 million telephones, and that represents over 
half of the geographical area of the country. 

Now, these Independent telephone companies operate generally in 
small cities, county towns, county seats, villages, and rural com- 
munities. The Bell, of course, largely serves the large metropolitan 
centers. Eighty percent of the independent telephones are in resi- 
dences. The great majority of the independent telephone companies 
are single exchange companies. They are locally owned. The cus- 
tomers are the owners of the system. 

There are, of course, in the independent industry, several so-called 
group or multiple exchange companies, and some of them are quite 
large. They serve some medium sized cities, such as Rochester, N.Y., 
Tampa, Fla., and Santa Monica, Calif., and others. But the over- 
whelming majority of our exchanges are in small towns. 

Now, the problem that is involved in the hearing today only 
involves what we call the manual exchanges of the independent tele- 
phone industry, and to show you how small some of these exchanges 
are, there are 1,600 independent telephone manual exchanges that 
have less than 250 telephones. There are 2,500 manual exchanges 
that have less than 500 telephones, and 2,900 that have less than 750 
telephones. 

Now, we came here today to voice our opposition to the repeal or 
amendment of section 13, subsection 11, of the Fair Labor Standards 
Act, which provides that provisions of sections 6 and 7, which are the 
wage and hour sections, shall not apply with respect to any switch- 
board. operator employed in a public telephone exchange which has 
not more than 750 stations. 

There are five reasons which we feel—— 
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Senator Wittiams. Excuse me, sir. “Stations”’—does that mean 
telephones ? 

Mr. McFaruin. That means telephones, yes, sir. There are five 
reasons why we feel that this section of the law should not be repealed 
or amended. 

In the first place, the repeal would result in large rate increases to 
the telephone subscribers of these exchanges. 

Second, such repeal would produce an adverse economic effect upon 
the independent telephone companies. 

Three, it would deprive many independent telephone subscribers 
of telephone service. 

Four, it would bring about the closing of many small telephone 
exchanges, causing the operators in these exchanges to lose their 
employment. 

Five, economic conditions in the independent telephone industry 
require the preservation of the 750-station exchange exemption. 

Now, we are not here, Senator, to defend substandard wages, but 
we do believe that a survey of the towns that are served by the inde- 
pendent telephone companies would show that the wages paid to 
telephone operators compare very favorably with the wages paid to 
women cana in retail establishments, and for clerical and secre- 
tarial work that is being done in the same community. 

In many of these exchanges which are exempt because of the 750- 
station exemption, the operator or operators are frequently furnished 
living quarters with light, heat, and other utilities without charge. 
Living costs are lower in these small towns than they are in large 
centers. You can still rent a modern house in my town of 1,500 
people for $50 to $55 a month, and in a city the size of Des Moines, 
the rent would be from $85 to $100 a month. 

I happen to know a young man who lives in my town who came to 
Washington. He had a nice modern home, one of the nicer homes in 
my town, that rents for $85 a month. He pays $165 a month for a 
house not as large or as good in Arlington, Va. 

Food is cheaper in these smaller communities. The people go home 
to lunch. They haven’t any transportation to go to their work. So 
they don’t require so much money to live as would be required if they 
were in a larger community. 

In most of these small towns the telephone company is the only 
enterprise that is engaged in interstate commerce, and therefore is 
the only business in the town that is subject to the Fair Labor Stand- 
ards Act. 

Now, if this exemption were taken away from these small ex- 
changes, Senator, and they were required to pay $1.25 an hour, they 
would be paying larger wages than other businesses in the same com- 
munity would be paying. That would result in dissatisfaction with 
the employers. It would result in dissatisfaction between employees 
and, of course, last but not least, the customers of these exchanges 
would be required to pay higher telephone rates, and they would be 
considerably higher. 

Now, we telephone companies in these small towns are limited in 
the rates that we can charge for our services. An amazingly large 
number of our subscribers are old-age pensioners, people who are 
living on social security. They have fixed incomes, and as I have 
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said before, 80 percent of independent telephones are in residences 
and in the small communities. When the rates get too high, the 
subscribers simply take the telephone out; and that would be what 
would be happening in a great many of these small communities 
to a great many of these small exchanges if this exemption is taken 
away. 

To illustrate, statistics show that the annual revenues of the Bell 
System companies which, of course, as I said, operate in larger cities 
and towns, are approximately $127 per telephone per year while for 
many independent telephone companies, the revenues range from $25 
to $50 a year. I live in Iowa which has a very large number of 
independent exchanges, and there are many companies there which 
have an annual revenue of $25 or less per year for each telephone. : 

Now, it is possible for a manufacturer to control his labor costs 
by adjusting his hours of operation, but a telephone company has 
to operate 24 hours a day, so that any increase in wages results in a 
three-times impact on a shift of 8 hours, and it increases the total 
cost of operation. It hits three times a day. 

Now, it has been said at previous hearings that all the telephone 
companies need to do is go to the regulatory bodies and they will 
get relief in subscriber rates that would be required to pay these 
increased costs. 

Now, it is not quite that simple. In the first place, the regulatory 
bodies have had a lot of rate increase applications due to the in- 
flation we have had. Many companies have made as many as five 
applications since the war, and it is becoming increasingly difficult 
to get increases from regulatory bodies. Of course, the regulatory 
bodies can fix a rate, but they can’t compel the customer to pay it, 
and in these small communties, whenever we reach a point at which 
people will no longer pay the rate, then we lose customers. 

That, in turn, of course, puts an increased burden on the telephone 
company because they have fewer customers from whom to get 
revenue. 

Now, to a good many of these people in these small towns, particu- 
larly the older people, the telephone is a convenience when they have 
to call a doctor. They don’t use the telephone for business but only 
for convenience, and whenever they feel that the cost is too high, 
they simply will not pay it any longer. 

Now, we sent out a questionnaire to members of our association and 
to nonmembers as well, seeking information as to what the effect of 
the repeal of the switchboard operator exemption would be upon these 
companies, and the reaction of the customers. In my written state- 
ment you will find some excerpts from every State in the Union, 
and uniformly the answer has been that it would have a detrimental 
effect upon their company financially, that they would lose customers, 
that this in turn would add to their problem, that the customers 
would resent the increase in rates, that it would be impossible in many 
instances to get the increase, and that the result would be that these 
companies would have to sell out or they would have to cease operation. 

I will not take the time to read any of these excerpts, but you will 
find in my written statement, statements from returns from, these 
questionnaires from all over the country. I have 15 complete copies 
of these returns which, at the close of my statement, I should like to 
have an opportunity to introduce in the record. 
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Senator Wiu1ams. These will appear as part of your prepared 
statement (see p. 738). 

Mr. McF arin. Yes. I would like to say in that connection, Sena- 
tor, that Senator Kennedy has introduced a bill which would largely 
rewrite the Fair Labor Standards Act, and that it contains a proposed 
change in our exemption which would limit it to operators in whose 
home a telephone exchange is located. Now, I want to talk briefly 
about that and I also have responses from the people in the field, the 
operators of these exchanges as to what effect that would have upon 
the industry; and I should like also to introduce into the record the 
responses to those questionnaires. 

Senator Wiiuiams. Let us qualify that. When you say the oper- 
ators in the field, whom do you mean ¢ 

Mr. McFartrn. That is a term which we use sometimes when we 
mean the managers of the companies and not the switchboard oper- 
ators. Itisa little loose use of language. 

Senator Witt1ams. Managers of local offices? Is that right? 

Mr. McFarurn. That is right, Senator. So that I would like to 
introduce both of those returns to our questionnaire if I may at the 
close of my testimony or now, if the Senator would prefer it. 

Senator Wiiu1ams. I am sure that will be all right. Maybe we 
had better look at them to see if there are any other clarifying ques- 
tions that should be asked. 

As with the samples of the opinions from the various States, were 
these quotations taken from letters from owners of independent com- 

anes ? 
: Mr. McFarurn. Yes. We had a form which was sent out to these 
people, and I also would like to introduce a blank copy of this ques- 
tionnaire so that the members of the committee might have an oppor- 
tunity to know just what questions were asked of these people. 

Senator Witx1ams. Did they reply on a form? 

Mr. McFarutn. They replied on a form; yes, sir. 

Senator Wirurams. I notice the Alabama reply is that the farmer 
would not pay the increase in monthly charges. “I would lose 80 to 
90 rural customers out of 352.” 

Can we get any understanding how he arrived at that figure? Did 
he poll all of his customers? 

Mr. McFarturn. I think not. I think it is an estimate based on the 
experience he has had in the past. Understand, Senator, we have had 
quite a lot of rate increases since the war, and I assume this is based 
on the experience he has had with previous rate increases. 

Senator WiiuraMs. I hope your experience has been as happy as 
the A.T. & T. They had their record earnings year last year, as I 
understand it. 

Mr. McF aru. Let us put it this way. The larger independent 
companies have been doing very well. The smaller companies have 
not been doing so well. And that is the problem we have here today. 
It is the real small companies. 

Bear in mind there are 1,600 of these telephone exchanges that 
have less than 250 subscribers. There are 2,500 of them that have less 
than 500 subscribers. 
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Now those are the people that are going to be hurt by this repeal. 
That was the reason that this exemption was put in the law in the 
first place. 
Senator, when the wage and hour law was first enacted in 1938, there 
was no exemption for telephone companies, but Congress speedily 
saw that the small telephone companies could not oper ate without an 


exemption, and so in 1939 they did adopt this provision of the Fair 


Labor Standards Act, and at that time the exemption was 500 stations 
instead of 750. 

Tn 1949, because of the increase of population and the increased num- 
ber of subscribers, the exemption was increased to 750. 

Now this exemption was arrived at in this way. The Department 
of Labor sent a telegram to the regulatory commissions of the several 
States of the Union asking them on what basis they thought an ex- 
emption, if any, if it were adopted, should be based. An overwhelm- 
ing number of commissions reporting recommended it be on an ex- 
change basis and a certain number of telephones or stations, as we 
call them. 

Now that has been reviewed twice by Congress, and each time the 
exemption has been retained in the law; and of course we have had a 
lot of court decisions and decisions of the Department of Labor. The 
industry is familiar with it. And any change in the basis of that ex- 
emption would be very confusing in the industry. It would cause the 
Department of Labor difficulty in enforcing the law. Our people un- 
derstand the exemption. It is about the simplest exemption you can 
have. Itisamatter of mathematics. If you have more than 750 tele- 
phones you are not under it. If you have 749 or less you are under it. 

There has been another proposal in addition to Senator Kennedy’s 
proposal—and I do want to have a minute to talk about that before T 
finish—that the exemption be put on a company basis rather than on 
an exchange basis. That would be a very illogical approach. There 
is no assurance that a company that has two exchanges. that has 752 
telephones, would be better able, or as well able, to pay the rates fixed 
by the Fair Labor Standards Act as a single company that had 752 
telephones. 

Senator Witr1aMs. Do you know of any company that has made the 
transition from less than 750 to more than 750? 

Mr. McFartrn. Yes, sir. There have been quite a lot since the war. 
We have had a great increase in the number of telephones and a con- 
siderable number of them have been made. 

Senator Wiiu1ams. Then they went under the provisions of the act? 

Mr. McFartrn. That is right. 

Senator Wiri1ams. What has been their experience ? 

Mr. McF arty. Well, of course, as the Senator well knows—he is 
an authority on financing—we have had a tremendous increase in 
prices and activity due to two wars, in part, and consequently these 
companies have gotten along and have been able to operate under the 
provisions of the act. 

I would say that there is no magic in 750, one more or one less, but 
the larger companies can operate under the law. The smaller com- 
panies, particularly those under 500 stations. Senator, just can’t exist 
under the provisions of the Fair Labor Standards Act. 
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Now there is one thing the committee should face, and I wouldn’t 
be candid with you if I didn’t mention it, and that is that there has 
a a tremendous increase in conversions from manual operation to 
dial. 

One of the factors in this has been this Fair Labor Standards Act. 
For example, my company has over 1,000 stations. We delayed our 
conversion because we had some fine switchboard operators. They 
were above average in ability and we delayed it 5 years when it would 
have been to our financial advantage to change it. But we converted 
to dial 2 years ago. We had 12 operators, 8 full time and 4 who 
worked part time and, of course, we retained two of those for office 
work. The other 10 lost their jobs. There was then no payroll as 
to those 10. 

So the Fair Labor Standards Act has been one of the factors re- 
sponsible for the conversion of these exchanges to dial. 

Another factor, of course, is that people want better service. Our 
farmers see the dial telephones in the larger cities and that has 
caused a great demand for improved service. Those two factors, 
together, have resulted in very rapid conversion to dial. 

I don’t know how many operators would be affected if the exemp- 
tion were repealed. ‘Two years ago, when the hearings were being 
held in the Senate, the Wall Street Journal from some source de- 
veloped the figure that there would be 15,000 operators affected by 
repeal of the exemption. I doubt that there were that many at that 
time, and I am sure there are not that many at this time. 

So the number of people involved is very small. In Iowa, when the 
war ended, we had 750 independent telephone exchanges. Four out 
of the 750 were dial. Since that time we have converted approxi- 
mately 350 of them to dial, and most of them were companies that had 
over 750 stations, and the reason they converted to dial was to get 
away from the increased labor costs. ‘They couldn’t operate snaiedlly 
and make any money or even break even. 

Now we still have 400 of those exchanges in Iowa which haven’t 
converted to dial; 125 of them are either programed or in the proc- 
ess of being converted. That would leave, when they are converted, 
something like 285 or 300 exchanges still to be converted. 

So we have to face the fact that these operators are going to lose 
their jobs sooner or later because we have what we call community 
dial offices, CDO, and there are no operators of any kind in these 
offices. Long distance is handled or information calls are handled 
from some neighboring exchange that does have operators. 

What I am trying to say to you, Senator, is that these people are 
going to lose their jobs sooner or later because of automation. If 
we can have some time, we can do this job of converting in an orderly 
way. Many of these operators, I would say a great majority, are 
middle-aged women. ey are approaching the age when they can 
get social security. If we can do this in an orderely way, they can 
have their jobs for 2 or 3 or 4 or 5 years longer. They will then be 
able to qualify for social security. 

If you take this exemption away from our industry, you are going 
to close a lot of these exchanges. Some of them are so small that 
they just will not be able to operate. Those that are able to convert 
to dial will convert as soon as possible. 
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But there are some problems in that conversion. In the first place, 
a telephone exchange has to be tailor made. You can’t go in and 
buy it as ina store. It is a matter of engineering. On a good sized 
exchange, an exchange the size of ours, and ours 1s a small exchan 
of 1,000 stations compared with the Bell exchanges that have 1 mil- 
lion telephones in some cities, but it is fairly large in the independent 
industry—in such an exchange it takes 6 months to draw the blue- 
prints and then after they are drawn, there are other engineering 
processes and then the equipment has to be manufactured. Then 
outside plant all has to be rebuilt. 

These things all take time. If we were just allowed to stay as we 
are—I don’t know just when, 3, 4, 5, 6, possibly 7 years—these 
exchanges would all be converted to dial. It is inevitable. These 
people would have their jobs in the meantime and we would do our 
converting in an orderly way. 

If you repeal this immediately you produce chaos in the telephone 
industry in these small communities. 

Senator Wirui1aMs. Let us deal with that statement a moment, if 
you don’t mind. 

Mr. McFarurn. Yes, sir; I would be happy to. 

Senator Witu1aMs. First of all, it is your prediction that if the 
exemption is removed, the inevitable effect will be that you will have 
to increase rates, through regulatory body decisions, of course. 

Mr. McFarury. That is right, sir. 

Senator Wixuiams. Following which you will lose subscribers. 

Mr. McF arti. That is right. 

Senator Wiit1aMs. You say since the war there has been an aver- 
age of four or five rate increases in the industry ? 

Mr. McFarur. Yes. I think that would be a fair statement. 
Some not so many and others as many as five. 

Senator Wriu1ams. Have all of these rate increases been followed by 
some loss of subscribers? Is it shown as a matter of history ? 

Mr. McFarurn. I would say that in not all cases. In some cases. 
The smaller the exchange, the smaller the community in which it 
is located, the larger the number of losses. If you had an exchange 
of—say that you had five or six hundred customers, the loss wouldn’t 
be so great. The reason is that the larger the community the larger 
the income of the community. 

We are going through an economic process, as the Senator knows, 
in which the small towns are gradually disappearing. At any rate, 
the best they are doing is holding their own and they are losing a lot 
of business anyhow, and the repeal of this exemption is one of the 
things that is needed just to put a nail in the coffin of these small 
towns. 

Senator Wiiurams. Yet your experience in your company—of 
course, you are not here speaking solely for your own company—— 

Mr. McFarrin. I am not speaking for our company. We have 
always been under the law, and so I am not speaking at all for our 
company. 

Senator Wiii1aMs. But in your own company your experience has 


been that rate increases have not been followed by loss of subscribers. 
You are growing, aren’t you? 
Mr. McFartiin. We are—— 
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Senator Witit1ams. You are gaining subscribers, aren’t you ? 

Mr. McFarurn. We are just about holding our own. In a town of 
1,500 the experience has been, Senator, that in the last 20 years popu- 
lation has been static, and we are just fortunate to be holding our 
own. ‘Towns half the size of ours have had losses of 10 to 20 percent 
in population. 

Senator Wintiams. Have you computed the average or the median 
wage for telephone operators employed in companies that are mem- 
bers of your association ? 

Mr. McFarurn. We have not done that, sir. 

Senator Witi1AMs. You have not cone that. 

Mr. McFarturn. No, sir. 

Senator Wiiu1ams. How about the hours per week? Have you 
computed that on an average basis? 

Mr. McFarurn. No; we haven’t. You know, in the very small 
exchanges, Senator, the operator isn’t always at the switchboard. She 
very frequently does her work around the house. 

Senator WiiuiaMs. Well, now, those are the people that are ex- 
empted. ‘The exemption remains for those. 

Mr. McF arity. Well, I would say yes and no. We will say we 
have an exchange of 400 people and we will say that it is located in a 
home. Now, usually that home belongs to the telephone company. 
You get into a matter of construction of what this home thing is, 
under Senator Kennedy’s bill. Usually it belongs to the telephone 
company and there are living quarters in it and the operator moves in. 

That operator becomes responsible for operating, but she has to 
have some help. She can’t work 24 hours a day. So the company 
employs two or three of what we call relief operators. 

Now, under Senator Kennedy’s provision you have the problem of 
whether that is her home or whether it belongs to the telephone com- 
pany, but she would be exempt. 

But these people who come in for 2 or 3 or 4 hours a day would not 
be exempt. You can see that that would result in a very difficult 
situation. The relief operators would be required to be paid $1.25 an 
hour, if that is the rate that is fixed. 

Senator Wiu1amMs. Well, maybe this has been made clear other- 
wise, but I think you have raised a problem that should be clarified, 
and I appreciate that information. It has to be understood just 
what is meant by “operator’s home.” 

Mr. McFaruiy. That is right. Almost invariably they are owned 
by the telephone company and the operator then moves in. 

Well, as I said, these people are generally satisfied with their 
situation. They are living well. I don’t know whether I can put 
my hand readily on it or not, but a letter was written in response 
to one of these questionnaires and this woman said: 


Four people who earn their living from this exchange would have to seek work 
elsewhere. 


That is in response to the request of what would happen if the 
exemption were repealed. 


And two are widows who need the extra money. Why can’t they leave us 
alone? If I felt I was underpaid, I would seek work some other place. I think 
if any of you ever visited a small community such as we have in the Midwest, 
and really visited us, you would find this opinion of mine is a general one. 
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We can rent a good house for $20 to $25 a month. In Des Moines my sister 
pays $85 a month and it is nowhere near as modern as mine. 

Now, here is the other side of it. There is a very small number of 
employees involved. Assume there were 15,000 operators and they 
each served 100 subscribers. That would be 114 million subscribers 
who would be interested in this matter and who would be affected by 
the increase in the telephone rates. 

So that while the sponsors of this bill for the repeal think they are 
helping these employees, they are not helping the employees because 
they are going to make them lose their jobs sooner than they otherwise 
would lose them, and they would raise the telephone rates for a very 
large number of subscribers. You deprive a lot of them of telephone 
service because they wouldn’t be able to pay the rates or because the 
exchange would be closed. 

Senator Witu1ams. Well, glancing through the various companies 
that replied, I see all of these conclusions, but it would be far more 
helpful if we know what wages are now, what is being paid. What 
kind of an increase does this represent ? 

You are dealing only with conclusions without the factual material 
the conclusions are based on. 

Mr. McFarttn. I would have to say, Senator, that the rates vary, 
the pay, very largely, and it depends a good deal on the size of the 
exchange and the size of the community in which they serve. 

Exchanges that are up close to 750 stations I would say pay very 
close to the present minimum of $1 an hour. They don’t all pay that. 
Some of them do. But, of course, there is a proposed increase of 25 
cents an hour, so if they were now paying $1 an hour, that would bea 
25 percent increase. And of course, that just has to be passed on to 
the subscriber. There is no place else that the telephone company can 
get it except from the subscriber. 

Another problem in connection with it is that they now have sort 
of restricted service. In other words, while for emergencies you can 
get service from 9 o’clock in the night to, say, 5 o’clock the next morn- 
ing, only for a doctor or something of that sort, if the requirements of 
the 40-hour week coupled with an increase in the salary, the hourly 
pay, were added together, then those exchanges under the rulings of 
the Department of Labor, would exclude sleeping time. 

The operator goes to bed and doesn’t get up unless somebody needs 
a doctor or there is some other emergency, but under the present rul- 
ings, in the case of 24-hour service, you would have to pay them for 
24 hours. 

Iam afraid I have exceeded my time, but—— 

Senator WiiuiaMs. We certainly appreciate your testimony, Mr. 
McFarlin. Do you want to include the materials at this point? We 
will receive them. 

Mr. McFaruin. I should like very much to do that, if I may. 

(The documents referred to follow :) 


STATEMENT OF CLYDE MCF'ARLIN, CHAIRMAN, EMPLOYMENT RELATIONS COMMITTEE, 
UnitTep STATES INDEPENDENT TELEPHONE ASSOCIATION 


My name is Clyde McFarlin, of Montezuma, Iowa. I am president of the 
Montezuma Mutual Telephone Co., a small locally owned company having 
approximately 1,000 telephones. I am a director and past president of the Iowa 
Independent Telephone Association, and chairman of the Employment Relations 
Committee of the United States Independent Telephone Association. 
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I am appearing here today on behalf of the United States Independent Tele- 
phone Association, the national trade organization representing the independent 
segment of the telephone industry, this being the non-Bell segment. 

There are over 3,800 independent telephone companies which provide telephone 
service through more than 10,000 exchanges with over 10 million telephones in 
service. These 10 million telephones serve over one-half of the geographical area 
of the country. The independent telephone companies serve twice as many 
communities as the Bell System. The independent companies operate generally in 
the smaller towns, cities, villages, and rural areas, and 80 percent of independent 
telephones are located in residences. A great majority of the independent tele- 
phone companies are single-exchange companies locally owned. There are at the 
same time in the independent telephone industry several so-called group com- 
panies or multiple-exchange companies. The independent companies serve some 
medium sized cities such as Rochester, N.Y., Tampa, Fla., Santa Monica, Calif., 
and others. These are exceptions. The overwhelming majority of our exchanges 
are in small towns. 

There are 1,600 manual exchanges which have less than 250 telephones, 2,500 
manual exchanges which have less than 500 telephones, and 2,900 manual ex- 
changes which have less than 750 telephones. Or, putting it another way, there 
are less than 700 independent manual exchanges which have more than 750 
telephones. 

We are appearing here today to state our opposition to the repeal or amendment 
of section 13 (11) of the Fair Labor Standards Act which provides: 

“The provisions of sections 6 and 7 shall not apply with respect to * * * (11) 
any switchboard operator employed in a public telephone exchange which has not 
more than 750 stations.” 

We voice our opposition to proposals to repeal this exemption for five reasons: 

1. The repeal would result in large rate increases to the telephone subscribers 
of these exchanges. 


2. Such repeal would produce adverse economic effect upon the independent 
telephone companies. 


3. It would deprive many independent telephone subscribers of telephone 
service. 

4. It would bring about the closing of many small telephone exchanges causing 
the operators in these exchanges to lose their employment. 

5. Economic conditions in the independent telephone industry require the 
preservation of the 750-station exchange exemption. 

We believe a survey in the towns served by independent telephone companies 
would show that the wages paid telephone operators compare very favorably 
with those paid women employed in retail sales, clerical and secretarial work 
in the same communities. While a comparative survey would probably show that 
the hourly rates of pay in larger communities are higher than the hourly rates of 
pay in smaller communities served by independent telephone exchanges, it would 
also show that the purchasing power of the dollar is greater in these smaller 
communities as compared with the larger ones. 

In many of the exchanges which are now exempt because of the 750-station 
exemption the operator or operators are frequently furnished living quarters 
with heat, light, and other utilities without charge. Frequently such small 
exchanges are operated by family units. Living costs are lower in these small 
towns and villages than in larger cities. In a small community a five-room 
house may rent for $50 or $55 a month compared with $70 to $90 in larger 
towns. In these small towns many people have gardens and produce their own 
vegetables and fruit. Such foods as they purchase are cheaper than in the 
larger communities. In many small towns the telephone company is the only 
enterprise engaged in interestate commerce and is therefore the only business 
subject to the wage-and-hour law. If the exemption of these small exchanges 
is taken away they would be compelled to pay their operators higher wages 
than are paid by other businesses in the town using women employees. The 
other employers and employees in the town would be dissatisfied because 
of this disparity in wages, and of course the subscribers who would be com- 
pelled to pay the higher rates required to pay the additional costs due to 
increased wages would also be unhappy. 

The revenues which independent telephone companies. are able to collect in a 
small town will not permit them to pay wage rates to operators comparable 
with those paid in larger cities. The independent telephone industry is essen- 
tially a rural industry, and statistics disclose that the rural areas of our country 
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have not received the same proportion of the increase of the gross national 
income that other segments of our economy have received. Rural people are not 
in a position to pay the increased cost for telephone service that would result 
from the repeal of this exemption. 

This statement is supported by statistics that show that the average annual 
revenues of the Bell System companies which operate in larger cities and towns 
are approximately $127 per telephone per year while the revenues for smaller 
independent companies range generally from $25 to $50. Many small telephone 
companies in the State of Iowa where I live have average annual earnings 
per telephone of less than $25 per year. 

The repeal of the operator exemption would result in increased labor costs. 
The independent telephone companies would have to obtain money to pay these 
increased costs by increasing their service rates to their subscribers. The tele- 
phone company is peculiarly vulnerable to a wage increase because such increase 
hits a telephone company three times a day. Telephone companies must operate 
24 hours a day and therefore must bear the increased wage cost multiplied 
three times. 

It is frequently said that telephone companies need only to go to the regulatory 
commissions in order to secure the necessary increase in service rates required 
to pay the increased cost. However, such a statement is not accurate and over- 
simplifies the problem. The regulatory commission is required to fix rates 
that are reasonable, and if the increased costs should be so large that the rates 
required to pay such increased costs would be unreasonable then the regulatory 
body could not and would not allow such rates. 

Most telephone companies have been compelled by increased costs to make 
application to regulatory commissions several times since the end of World 
War II and commissions are becoming increasingly reluctant to grant increases. 

Regulatory bodies may fix rates but they cannot compel subscribers to pay 
them if the subscriber feels they are too high. We said before that 80 percent 
of independent telephones are in residences. To many of these resident sub- 
seribers the telephone is a convenience rather than a necessity and when he 
deems the charge for service too high, he discontinues the service. 

We have requested comments from the members of our association and a 
considerable number of the smaller nonmember companies as to what effect 
repeal of the exemption would have on the rates required to be charged the sub- 
seribers they serve. A sample of comments received from replying companies 
is as follows: 


Alabama 

“This is a rural section with very small farms. The farmer would not pay 
the increase in monthly charges. I would lose 80 to 90 rural customers (out 
of 352). I have tried to change to dial operation. Less than 50 percent will 
pay increase for dial.” 
Arkansas 

“T have not had a rate increase in 10 years. I do not feel my people are able 
to carry a large rate increase.” 
Colorado 

“There is no way possible to get a rate increase if there was a repeal of the 
750-station exemption. The subscribers would protest.” 
Florida 

“They would be very much hurt and very likely many would discontinue 
their service. They are at this time making an effort to get rid of the excise 
expense (tax).” 
Georgia 

“To place the burden of rates in the affected exchanges would drive the 
service out of reason and out of the market.” 
Idaho 


“There is no doubt that many subscribers will have to discontinue their 
telephone services as this item alone will increase their monthly bill by at 
least 10 percent.” 
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Illinois 


“Our town would be very angry and provoked as the wages here are not 
high enough to take extra expenses and most of our subscribers have families 
or are farmers. 

“Many of our subscribers would have to have their phones removed. They 
could not pay the increased rates.” 


Indiana 


“The increase would not be well received by our customers, especially when 
rates must be repriced for existing increased costs of operation. Moreover, 
minimum wage is higher than most small businesses pay as a starting rate 
to their own employees. 

“The subscribers will strongly object.” 


Iowa 


“It would not be acceptable to the greater majority of our subscribers. Those 
who are on pensions could not afford a phone at those rates and they are the 
people who need them most. 

“Many of our subscribers have fixed incomes such as those on social security, 
pensions, old-age assistance, etc. These people cannot absorb an increase as 
indicated above, and would be forced to do without phone service. 

“Violent opposition by about 30 percent of subscribers. 

“If rates were increased more now it would mean that a lot of phones would 
be taken out for the reason that a good deal of them are in retired laborers’ 
and farmers’ homes and they couldn’t afford the increase. 

“The public wouldn’t stand for such rates. 

“Our patrons simply would not continue. I am positive that the company 
would be forced out of business.” 


Kansas 


“We would lose so many subscribers that the increased rate wouldn’t pay 
the expenses. We would go bankrupt. 

“The increase would about put us out of business and compel us to sell out. 
We give good service and everyone is happy the way things are now. 

“Townspeople see no reason why they should pay increased rates for service 
in order to give operators a better wage than prevailing wages in our community.” 


Kentucky 


“As a rule we have found that people generally oppose increased costs on all 
commodities, therefore an increase in telephone rates would no doubt be met 
with objection by the general public.” 


Maine 


“If the telephone operators in the small companies are paid minimum of 
$1.25 and a 40-hour week it would put them out of business unless they could 
convert to dial operation. 

“It would increase the rate to such a point as to possibly force the company 
out of business. 

“If we had to pay $1.25 an hour for 24 hours a day we would be out of busi- 
ness. It would be impossible to triple our income, so this area would simply not 
have any telephone service. 

“Would lose at least 50 percent of our subscribers.” 


Minnesota 


“The proposed $1.25 minimum for this type of work and in the small towns in 
which most of us are resident is entirely out of line with what is being paid 
for similar work in our smaller communities. The people who wish to impose 
this kind of a wage for operating switchboards just do not understand the 
telephone business at all. 

“We will quit. We see no need of the passage of legislation compelling people 
in our situation to pay wages on a scale competing with industrial centers. It 
is unfair as hell” 


Missouri 


“Public will not pay increased rates. Those few that will will not bring in 
enough revenue for us to stay in business. Result: Would have to close down 
operation. 

“A loss of about 50 percent of subscribers.” 


41681—59——-48 
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Nebraska 

“An increase of 25 cents per hour in the minimum wage would put many small 
independent companies out of business. If the small independent telephone 
companies were to attempt to obtain rates to cover the added wage costs, it would 
appear to the writer that they might price themselves out of business. 

“They would not pay it. It would increase rent per month from $3.75 to 
$10.40. 

“The public could not and would not accept such an increase and a great 
number of small companies would be forced out of business. We surely would.” 


New Mevzico 
“All subscribers are opposed to any rate increase.” 


New York 

“They would all kick and many would discontinue service because they would 
be paying far too much. In case of dial conversion our women would be un- 
employed. 

“Would not like it. With eggs ranging in price from 25 cents for small eggs 
to 3614 cents per dozen for large white, many eyebrows would be raised.” 


North Carolina 

“Would result in quite a few taking out phones. General public would be 
quite disturbed in this small town at rates they would have to pay, even business 
subscribers. 

“We could expect vigorous opposition. A rate increase by our company will 
be necessary even if present minimum wage remains the same. An increase in 
minimum wage to $1.25 would probably increase our gross revenue requirements 
by 100 percent.” 

Ohio 

“Public reaction would be very detrimental to small companies by reducing 
the number of people who could afford to have telephones, especially in small 
and rural communities. Many small telephone companies would be driven out 
of business, forced to combine with larger ones. 

“We would lose a lot of subscribers, who would feel that they were paying 
increased rates but were not receiving more and better services for the increase.” 


Oklahoma 

“In all small towns there are small exchanges and cost of living is less than 
in larger towns. The public would discontinue service, for in a small town they 
would talk across their back fence to their neighbor and the telephone would 
not be worth what it cost them. 

“Out here, they couldn't afford it at all, and I am sure that we wouldn’t be 
able to hold enough subscribers to have a living wage left.” 
Pennsylvania 

“Subscribers would not pay the rate we would have to charge to break even. 

“We could lose as many as 200 stations. The average subscriber could not 
pay any rate increase.” 
South Carolina 

“We would lose enough subscribers that it would be almost impossible to 
operate.” 
South Dakota 

“My subscribers would be very much up in arms.” 


Tennessee 

“TI don’t believe that the subscribers in small exchange areas can stand any 
increases.” 
Texas 

“T think the reaction of my subscribers would be very alarming and I esti- 
mate at least 25 percent disconnects.” 
Virgina 

“T think that our people will be without telephone service if this act goes into 


effect. 
“We will be forced to sell to a larger company.” 
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Washington 


“The public is already furious about the high taxes, high cost of living, in- 
flation. Somewhere lies the straw that will break the camel’s back. 
West Virginia 

“The increase in costs to the small companies would mean that many companies 
would have to cease operations because the public would not pay the rates needed 
to meet the operating costs of the small companies; also many companies would 
have to cease furnishing service on a 24-hour basis in order to lower costs.” 
Wisconsin 

“People who need phones for emergency service would be priced out of the 
market. 

“Many phones would be disconnected resulting in heavy loss of subscribers 
thereby increasing cost to remainder. 

“Subscribers would perhaps react so strongly that the small exchanges would 
be forced to fold up and be absorbed by the larger companies.” 

The response from these inquiries discloses that a repeal of the operator ex- 
emption would require increased telephone rates to meet the cost, would result in 
genuine customer resistance, a loss of a considerable number of subscribers, and 
of course the loss of telephone service by these subscribers. 

Many of the telephone subscribers of these small independent telephone com- 
panies are aged persons with limited income, many of them living on old-age as- 
sistance paid by the State or social security. Others are laborers with limited 
income and these people would not be able to pay the increased rates that would 
be required if this exemption were repealed, and they thus would be deprived of 
telephone service. This in turn would set up a vicious circle under which the 
gross income of the telephone company would be reduced because of the loss of 
these subscribers. This would require the company to charge the remaining 
subscribers a sufficient additional amount to make up the loss of income of the 
subscribers who discontinued service. The result would be that a very large 
number of these smaller exchanges would be unable to continue to operate. This 
would mean that all their subscribers would lose telephone service and that the 
company would go out of business or face the alternative of selling their exchange 
to the Bell System or some larger independent telephone company. The Con- 
gress has stated repeatedly by various legislative enactments that small business 
should be preserved. The exemption granted the independent telephone industry 
has helped preserve the small telephone companies. The repeal of this exemption 
will result in the demise of the smaller telephone companies. 

There is no surer way of putting small business out of business and making 
big business bigger than by subjecting small business in every instance to legis- 
lative standards considered reasonable in large metropolitan areas. The equal 
treatment of unequals is itself unequal. 

The repeal of the present exemption would bring about a result in the 
independent telephone industry that is not desirable and not intended by the 
authors of various pending measures. That result would be the loss of employ- 
ment by the telephone operators in the exchanges that would be compelled to 
close or convert to dial because of inability to meet the wage and hour pro- 
visions of the act. 

I have quoted subsection 11, section 13 of the Fair Labor Standards Act which 
creates the exemption given our industry. 

The original contained no exemption when it was enacted in 1938 but it 
became apparent to Congress that if an exemption were not granted the 
independent telephone industry the very small companies could not continue 
to operate. So in 1939 Congress provided an exemption of 500-station exchanges 
and House Committee Report 1448, 76th Congress, 1st session, which accom- 
panied the exemption bill stated that the exemption was given because “small 
telephone companies * * * are financially unable to comply with the wage pro- 
visions of the act * * *.” In 1949 Congress again considered this exemption and 
increased the exemption to 750-station exchanges. It was determined that the 
exemption was necessary to insure telephone communication for the farmer in 
small rural communities and that economic conditions in these communities 
would not permit compliance with the minimum wage and the maximum hour 
provisions prescribed by statute. 

This situation still exists. It has not changed and the reasons which moved 
Congress to create and preserve this exemption at previous sessions are as 
persuasive today as they were in previous sessions of the Congress. 
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I am sorry that our industry does not have statistics that would show the 
number of operators affected by this proposed repeal of the operator exemption. 
Two years ago when similar legislation was pending before your committee the 
Wall Street Journal suggested that there were probably 15,000 operators affected 
by our exemption, a comparatively small number of employees. If each 
operator served only 100 subscribers this would mean that 1,500,000 subscribers 
could be affected by the repeal. While the number of operators affected is 
small, employment is very vital to them. Repeal of the exemption while it 
might result in a temporary increase in the pay of these operators would in a 
comparatively short time result in their losing their employment. Most of 
them live in smaii communities, are married, and are unable to move to larger 
cities where they might secure employment as long distance operators. Many 
of them are middle aged or older and would not be employable in larger com- 
munities. Opportunites for employment in the small towns where these opera- 


tors presently work are limited and because the chance of securing other 


employment is not bright, they would become permanently unemployed. 

I would not be candid with you if I did not tell you that the manual exchanges 
in the independent telephone industry are being converted to dial operation as 
fast as conditions permit. The limiting factors are financing, the time required 
to rebuild outside plant, and to manufacture and install dial equipment. There 
are two major reasons for the trend to dial service: (1) constantly higher 
operating costs principally wages, and (2) a desire for a city type of telephone 
service. 

It is only a question of time until all the remaining manual exchanges will 
be converted to dial. It is difficult to make an accurate estimate as to how long 
this may take but it certainly will take several years. In my own State of 
Iowa the dial conversions in the independent industry began after the close of 
World War II. At that time there were approximately 750 independent tele- 
phone exchanges and I believe only 4 were dial. There are approximately 400 
independent exchanges in Iowa which are still manual but 125 of these manual 
exchanges are either in the process of conversion or have been programmed, 
leaving approximately 300 which have not as yet made firm plans for dial 
conversion. 

A limiting factor in converting these manual exchanges to dial is the time 
it takes to rebuild the outside plant, that is, poles, wire and cable connecting 
the exchange with the homes and offices of the subscribers. Another limiting 
factor is the length of time that is required to manufacture the mechanized 
equipment. These small companies do not have' the personnel to do a crash 
job of rebuilding outside plant. It usually takes approximately 2 years to 
complete the rebuilding of outside plant. Thus you can see that it probably 
would take 4 or 5 years to convert the major portion of these manual exchanges 
to dial. 

If the present exemption could be preserved these conversions could be made 
in an orderly manner. The operators presently employed would be able to 
keep their employment during the period of conversion. In my own State the 
majority of these operators are middle aged or elderly women many of whom 
are approaching retirement age under the Social Security Act. If they could 
keep their jobs for a few more years most of them would then be able to qualify 
for social security when the conversion is made. If you repeal this exemption 
the conversions cannot be made on an orderly basis and many small companies 
will become bankrupt before they are able to convert to dial. Many of them 
will simply cease to operate, leaving their patrons without telephone service 
unless some neighboring exchange is able to build facilities to reach them in 
order to furnish service. These rural people need telephone service much more 
urgently than urban residents. Living in the country, they need a telephone 
to call the fire department, the doctor, police, the veterinarian, the oil truck, 
and the livestock buyer. Repeal of this exemption will deprive many of these 
people of telephone service. 

Telephone operators in these small exchanges are generally satisfied with 
employment and have as high a standard of living as other people of compar- 
able skills living in their community. It would be a disservice to repeal this 
exemption because the inevitable result would be that they would lose their 
jobs in the near future either due to dial conversion or the closing of their 
company. 

An operator expresses her feelings in this matter in a letter reading in part as 
follows: 
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“Four people who earn their living from this exchange would have to seek 
work elsewhere, and two are widows who need the extra income. Why can’t 
od leave us alone? If I felt I was underpaid I would seek work some other 
place.” 

“Think if any of you ever visited a small community such as we have in the 
Midwest and really visited us you would find this opinion of mine is a general 
one. We can rent a good house for $20-25 a month. In Des Moines my sister 
pays $85 a month and it is nowhere near as modern as mine.” 

At previous hearings it has been suggested that the present exemption be 
amended so that it would apply on a company rather than an exchange basis. 

This would be utterly unsuitable and unworkable. We are unalterably 
opposed to it. A summary of the objections we entertain to it is set forth below : 

(1) The principal reason against putting the exemption on a company basis 
is that it is entirely bereft of logic. The exemption was originally made to help 
the smaller exchange continue its existence by gearing operators’ wages to the 
economy of the community it serves, where it is common knowledge wages, 
living costs, and telephone rates are lower than in larger communities. Who 
can say with logic that because a company has 2 or more small exchanges 
with a total of over 750 stations, its ability to pay operators’ wages is equal to 
that of a company having 1 exchange of over 750 stations? 

(2) The station-exchange basis of providing the exemption is the basis rec- 
ommended by the greatest number of State regulatory commissions when the 
exemption was first legislated by Congress in 1939. Those regulatory authori- 
ties were and are familiar with the operations of our exchanges, with the local 
sentiment of subscribers, and with local economic conditions. Their views are 
entitled to weighty consideration. 

(3) The station-exchange basis of providing the exemption has received Con- 
gressional scrutiny twice (1939 and again 1949) and received approval each 
time. 

(4) To change from an exchange to a company basis would deprive a number 
of independent companies of the needed benefit of the exemption merely because 
they happen to have more than one small exchange. 

(5) A company basis would impose a genuine hardship on telephone sub- 
scribers because of the need for increasing subscriber rates in an amount suffi- 
cient to cushion the impact of increased wage costs. Such rate increases, 
varying in individual instances, would range from a low of about 10 percent 
to a high of 100 percent. Hundreds of thousands of subscribers in our opinion 
would choose to go without telephone service rather than pay the necessary 
increased charges. It should be remembered that 80 percent of the telephones 
in the independent industry are in residences. This class of subscribers has 
no way of passing increased charges along. Many of such telephone users are 
known in the industry as marginal subscribers. 

(6) Changing the basis of the exemption would also be very harmful to the 
switchboard operators themselves for the reason that, with telephones removed 
from residences because of higher subscriber charges, the telephone traffic 
ealling volume would be reduced and the need for switchboard operators cor- 
respondingly diminished. The number of operators needed at any exchange 
always has a relationship to the number of telephones in service and the calling 
habits of subscribers. 

(7) Putting the exemption on a company basis instead of an exchange basis 
would solve no problem but create many new ones. If a single company ex- 
change in town A has the benefit of the exemption and there is another exchange 
in town B5 miles away owned by a company which has more than one exchange 
withont the benefit of the exemption, the subscriber rates in the latter would 
bave to be on a substantially higher basis. The reasons for this would be diffi- 
cult to understand by the people in the latter community and a howl of terrific 
proportions would immediately develop because of the telephone charge dif- 
ferential, to the very real embarrassment of the company owning the latter 
exchange. Increasing telephone rates in such a situation would introduce the 
hazard of loss of subscribers. This, in turn, would result in impairment of 
employment opportunities for switchboard operators, while at the same time 
creating serious financial problems for the company involved. 

(8) It may be old fashioned, but it is nonetheless true that wages paid by 
telephone companies have simply got to be geared to the economy of the par- 
ticular community in which they are paid and have a relationship to wages paid 
for comparable skills by other business. If an exchange of company A which 
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has heretofore had the benefit of the exchange exemption should be obliged 
to increase its wages beyond the level paid for comparable skills elsewhere in 
the community, that exchange is going to suffer a serious case of bad public 
relations with the managements of other enterprise and with subscribers gen- 
erally. 

(9) It is no solution to the problem presented by a need for higher revenue 
to say, “Go to your State commissions and get your subscriber rates increased.” 
Some of the reasons this is no solution are referred to earlier in this statement. 
It is becoming harder to obtain rate increases. Because of inflationary condi- 
tions many companies in recent years have already been before regulatory com- 
missions from two to five times for higher rates. There may be such a thing as 
the well going dry. It must be remembered that although in individual instances 
permission to increase rates might be obtained, there is no regulatory commis- 
sion anywhere with power broad enough to require a telephone subscriber to 
keep his telephone if the cost is beyond his ability to bear. 

(10) To put the exemption on a company basis instead of an exchange basis 
would introduce complexities and vexation in administration. The Wage-Hour: 
Division has been administering the exemption on an exchange basis since 1939 
(500 stations from 1939-50 and 750 stations since 1950). New concepts would 
have to be provided and become familiar both within government agency and 
within the industry if a change were made. This would not be easy. 

Senator Kennedy has proposed in S. 1046 introduced in the Senate on February 
16, 1959, that the switchboard operator exemption be limited to “any switch- 
board operator who is providing telephone service through a telephone switch- 
board located in such operator’s home.” The proposal is entirely unrealistic. 
Some pertinent objections may be stated as follows: 

(1) Although the proposal would retain an exempt status for switchboard 
operators at many exchanges, it would destroy the exemption at many others 
where it is also urgently needed. It would be an unjustified restriction of the 
exemption. 

(2) Such a change would make it necessary for many small exchange owners 
to move their living quarters into the exchange building or vice versa, or to move 
both into a building large enough to provide both residence and exchange quarters. 
Where such change is not feasible it might necessitate closing the exchange if 
subscribers are unwilling to pay the increased rates that would be necessary to 
cushion added wage costs. 

(3) The proposal is open to an interpretation under which it would not cover 
situations in which the operator’s home is located in a separate part of the same 
building in which the switchboard is also located. It would deprive many op- 
erators of the choice they now enjoy as to the location of their residence quarters. 

(4) In the event of a long illness of an operator exempt under such a provision 
it might become necessary for her to give up her home as well as her job in or- 
der that a substitute operator might be employed and telephone service continued. 

(5) The proposal would ignore the realities of economic life in small com- 
munities. If these operators are not continued as exempt, they will be the only 
persons in the community to whom the wage and hour law will apply—assuming 
the exchanges could survive at all an increase in wage costs. 

(6) Accentuating the problems of those living in the small, predominantly agri- 
cultural areas, the proposed amendment would saddle telephone subscribers with 
increased telephone charges in order that the local operator’s wages might be 
increased to a level above that prevailing for comparable work in the same 
community. 

(7) The proposal would make life harder in these small communities. It 
would lead to a total loss of the exemption in many instances in complete disre- 
gard of the problems of the smaller telephone exchanges which are valiantly en- 
deavoring to serve small agricultural communities. It would result in increased 
subscriber rates to a degree that would cause many farmers and small cash in- 
come people to give up their telephones. This, in turn, would constitute a threat 
to continued operator employment. 

(8) The proposal would create uncertainty and vexation for the owners of 
small telephone exchanges. It would add to the administrative problems of the 
Wage and Hour Division. Both the Division and the exchange owners are fa- 
miliar with the present exemption language. It should be left as it is. 

In conclusion, gentlemen, we respectfully and earnestly submit that the facts 
presented demonstrate conclusively that the switchboard operator exemption in 
its present form is needed in the law—needed in the interest of protecting jobs 
for the switchboard operators themselves ; needed in order to keep telephone rates 
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charged farmers and people living in smaller towns and rural areas from sky- 
rocketing ; needed for the purpose of enabling farmers and people living in small 
towns and rural areas to retain their telephones for truly essential purposes; 
and needed in order to preserve in being the small telephone companies—compa- 
nies which are good examples of American small enterprise, an enterprise for 
which Congress in the past has shown such definite solicitude. 





INFORMATION NEEDED BY THE USITA For USE AT CONGRESSIONAL HEARINGS ON 


LEGISLATION RELATING TO 750-STATION EXCHANGE EXEMPTION AND To INCREASE 
THE MINIMUM WAGE 


it ARE I ie eee eee Date 
. Name of company 


Address 


1 

2. Number of exchanges with less than 750 stations: Manual __ Dial __ Total __ 
3. Number of stations per manual exchange under 750 stations (range) 
4 


Population of towns (give range) 


. What effect would repeal of 750-station-exchange exemption and requirement 
that minimum hourly wage of $1.25 be paid to operators have in these 
respects? 

(a) Estimated loss of subscribers per exchange (1) Number —~---------~-- 

(2) Percent of total _____- 

(b) Estimated loss of revenue per exchange per year from loss of 
subscribers $__.___-- ; percent of total operating revenue _____-_~ 

(c) Present annual operating revenue $_____-_- ; estimated increase in 
operating expense if operators must be paid $1.25 minimum $___--_~- 

5. What effect would repeal of 750-station-exchange exemption and application 
of $1.25 hourly minimum to your operators have on you company? $ 
Percent of Increased operating erpensee 252 

6. What effect would proposed new minimum of $1.25 applicable to all em- 
ployees have on your company? $__----~- ; percent of increasing operating 
OSPOIMNGE: nisin cdc iusad eataseate edd ee see ees eee 
What is the prevailing starting wage in your town for skills comparable to 
those required of telephone operators, such as those of clerks in stores, 
offices, etc. (Indicate types of occupation) 


= 


8. If exemption is repealed and operators and all other employees are required 
to be paid minimum of $1.25, what will be the necessary annual increase 
per subscriber in rates for telephone service, in dollars $__.---~--- :. = 
I IRIN aie cicesccibnsce pen cn eeesiticnichieneenianiedias 

9. Give your frank opinion of Senator Kennedy’s proposal to limit exemption to 
those operating telephone switchboards in their own homes ~--~---------- 


10. Give your frank opinion as to public reaction to an increase in subscriber 
rates in the amount indicated in question 8 


United States Independent Telephone Association 
488 Pennsylvania Building 
Washington 4, D.C. 





How INDEPENDENT TELEPHONE CoMPANIEsS LooK Upon SENATOR KENNEDY’S 
PROPOSAL IN 8S. 1046 To Limit THE SWITCHBOARD OPERATOR EXEMPTION IN THE 
Wace-Hovur Act To THOSE OPERATING SWITCHBOARDS IN THEIR OWN HOMES 


In a questionnaire sent by the NSITA in March 1959 the following question 
was asked: “Give your frank opinion of Senator Kennedy’s proposal to limit 
exemption to those operating telephone switchboards in their own homes.” 
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Alabama 


The criterion is bad. Number of stations is much better. It would not affect 
this company but would just about put some I know of out of business. 

Wouldn’t work. Many small companies do not operate from home. 

Do not think that would be of any aid to the telephone industry. 

I don’t know of but three in Alabama. These are very small, less than 200 
phones, and the family operates them and has time for housework. 

Very few exchanges will fall under this category, therefore it will have very 
little effect. 
Arkansas 


This particular type of operation is fast becoming nonexistent. 

I fall in this group and do most of my own work. This is work older people 
and not too well-educated people can do when they cannot do other work. It 
will do them more harm than good. 

California 


The proposal is unrealistic. A serious problem would still exist for many 
small companies whose operations are not so conducted. 
It it applies to one it should apply to all. 


Colorado 


It will ruin the small company. I feel every effort is being made to convert 
to dial as fast as possible. If this 750-station exemption could be continued 5 to 


10 years I am sure there wouldn’t be many exchanges left that were still 
manual. 


Florida 

All should receive same exemption regardless of location of switching 
facilities. 

Such an exception will not preclude the harmful effects of increased operating 
expenses to companies operating in company owned premises. 

Georgia 

Nonsense. Political tripe. 

Such a move would most assuredly eliminate manual exchanges under 750 
stations. Conversion to automatic operation would be their only answer. 

I don’t think Senator Kennedy’s proposal would solve the problem, because 
there are many small exchanges operating in buildings other than a home, and 
these would be forced out of business. 

Lifting the exemption from other small manual exchanges would tend to 
place the burden for supporting these to the subscribers of the larger unaffected 


exchanges (in the case of common ownership). An increase in their rates for 
such cause would meet with heavy resistance. 


Idaho 
I believe this is a good limiting exemption. 
Illinois 


This is an inequitable proposal. Two comparable exchanges could be treated 
in entirely different fashions resulting in substantially higher rates in one 
exchange than in the other. 

It needs more study. 

No. To define it and avoid abuse would be difficult. For all concerned either 
leave it as it is or remove completely. 

Good exemption. 

Senator Kennedy’s proposal is not acceptable. One of our exchanges is 
located in a community of about 400 population. Our wage scale is $0.85 to 
$1.22 for. operators, which is already much higher than any wages paid in the 
community. We also operate 7 agency exchanges in communities of from 175 
to 800 population wherein the compensation ranges from $295 to $395 per 
month. Living quarters are furnished but they are company owned and not 
the employee’s home. We also have several other small companies operating 
in northern Illinois that would be immediately forced out of business by the 
elimination of the 750-station exemption. 

Unfair and discriminatory. 

Should apply to all exchanges under 750 stations. 
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Senator Kennedy’s proposal to limit exemption to where the switchboard is 
in the operator’s home will not solve the problem in Illinois. Many of these 
small companies will close their doors. 

We know that in small towns and rural communities such as ours many 
people could not afford to pay the increase in rates that would be required and 
would suffer the loss of telephone service. 

The whole thing is nuts. Let them all move to Russia if they think the state 
is so smart. 


Such an exemption would provide no significant relief and in fact would seem 
to have no rational justification. 


Indiana 


Exemption should not be limited as proposed. 
All telephone companies under 750 stations should be considered as one class. 


Whether operated in private homes or separate buildings, they should be treated 
the same. 


No opinion. 

We hope to be all dial before this can become effective. 

Location of switchboard should not be the governing factor. 

Mntirely impracticable. 

Decreased revenue and increased costs would be prohibitive and would set 
back efficiency in telephone progress and service at least 10 years. 

Senator thinks he is softening blow to telephone industry from removal of 
exemption by offering ‘“‘compromise” of no value because the type exchange he 
proposes to exempt is the very type which is disappearing the fastest by sale 
to larger Companies and/or dial conversion for economic and service reasons. 

It would put an end to our company doing business as we now are. ‘The com- 
pany owns the house and the operator and lineman live there and operate it as 
such. : 

Although residential-type location, contracting agent does not live in premises, 
hence this limitation would offer no relief under presently existing circum- 
stances. 

This limitation would affect exemption in only 50 percent of our exchanges 
with less than 750 stations and with knowledge of circumstances in other as- 
sociated operating companies, we would consider such limitation as falling far 
short of effective general relief in subject exchanges. 

We would characterize such limitation as falling far short of effective general 
relief in subject exchanges. 

Iowa 

May have some merit. 

We think it very unfair. In a town this size a telephone operator’s job at 
$0.75 per hour is the best paid job in town for women. Most jobs pay $0.50 per 
hour or less. We have one stenographer in town that is paid $.60 per hour but 
has bad hours including nightwork. 

We cut over to dial service November 20, 1958. A year ago repeal would have 
caused us to fold up. For the type of service small manual exchanges offer, 
repeal could cause extreme hardship especially on companies due for reorganiza- 
tion or expansion to dial service. 

In case of many small companies they would have to make drastic increase in 
charges or else close their doors. 

This would permit thousands of rural persons to have some sort of telephone 
service. 

We do not want the minimum wage raised nor the exemption repealed as many 
small telephone companies in the United States do not have revenue to warrant it. 

Opposed. 

The switchboard here is in our home so the above proposal would protect us, 
but would still put a hardship on other small companies, but we better take this 
than no exemption at all. Many small companies could and would move their 
switchboards to homes, or vice versa. 

No good. 

Several telephone offices will be converted into homes. 

It would close up all small company switehboards around here. Could not 
possibly pay $1.25 or even $1 and continue to operate. 

They should be exempt; for a large majority of the small companies operate 
their switchboards in residences that serve as an office and home. 
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Discriminatory and unfair. Would tend to discourage many small companies 
from improving their service. 

Do not think it has much merit. 

By repeal of the 750-station exemption, by far more people will be hurt than the 
good it will do. By repeal, many small exchanges would be forced to sell, and 
it would be easy prey for the bigger investors, or driving the small man out of 
business. 

The company owns the home, but the operator, who has polio, makes her home 
there. She has used this means for self-support for the last 14 years. If the 
exemption were taken away, the company would definitely have to close. 

It might save a few small companies. 

No doubt Senator Kennedy has a very brilliant mind, but it is doubtful if he 
could write a law that could cover this proposal without a lot of confusion and 
uncertainty as to who was covered and who wasn’t. 

This does not make very good sense to me. 

This limitation is not good as the places where this would happen are having 
the poorest service of any exchanges in the country. If the exemption is taken 
off, those places should not be exempt. 

Those people also have to hire help. Such exchanges are few and the invest- 
ment in them is low. 

Small-town telephone companies would go broke in a few months’ time as a 
number of these small towns have farm-owned lines and switching fees are too 
low to warrant an increased rate. 

Our company is so small (100 phones) that we would be unable to operate 
in this case. 

Shouldn’t make any difference whether switchboard is in the home or not— 
the number of phones is what counts. 

I don’t know why that limitation should apply just to those in the homes, 
The small companies need it too. 

Would be of no help. 

Some cases, yes and some, no. They will have to meet changing conditions 
some time in the future. 

We need a few years’ more time. We have been working 30 months trying to 
convert to dial by borrowing from REA. It will still take us at least 14 more 
months. Eventually many small exchanges of 50 phones or less will have to be 
forced to change. 

It would mean all small rural companies would have to go out of business. 

I believe if they could be given an extension of this exemption, that it would 
not be long until most small exchanges of this type will be joining larger 
companies when they go dial. 

Unless they are exempted all small companies will be done. 

It would put out of business all manual operated exchanges of any size. 


We feel that if the other small exchanges have to come under the law they 
should, too. 


It wouldn’t help us. 

There are many small exchanges such as ours that are not located in a home. 
The increase in costs would force them to close up. 

Sounds reasonable. 

Does he want us to move our office to a private home? 

OK ; but it would not include enough of the smaller exchanges. 

Our operator lives in a home in which our board is installed, so this exemption 
is satisfactory to us. 

Should include small exchanges with one operator in company-owned building. 


Kansas 


This would take care of our own situation. We do not know what it would 
do to other companies. 

Not workable. 

When the switchboard is in the home of the owner it is less expensive to run 
than in a separate building. Therefore the companies having them in a separate 
office should have more exemption. 

Does not work here in Kansas. 

The small manual exchange that couldn’t qualify for exemptions would be 
forced out of existence. 

I would have to close my telephone office. My revenue would not pay my 


tax and pay my operators. There would not be enough money left for expense 
and repair. 
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It is unnecessary in this part of the country. Leave as it is and let each 
one work out their own problems according to the standards of living in their 
community. 

This would help in two places only. 

Unrealistic. He is evidently unaware of conditions existing in small com- 
munities such as ours. We attempt to give very good service and even at 
present operating expense we are making less than 6 percent on our investment. 

The exchanges of less than 750 stations cannot operate if the 750 station 
exemption law is repealed. 


We think this should be exempt as well as all small companies with small 
income, like ours. 


Kentucky 

I agree with Mr. Kennedy, but do or will the subscribers feel the same way? 
I do not believe the small exchange with their limited area service can afford 
a raise in rates. 

Since most all operators in those exchanges having less than 750 subscribers 
have switchboards in their own homes, I do not believe any segregation should 
be made as to pay. 

It is our opinion that there should be no change in the present law. We be- 
lieve the proposed amendment would create situations where many of the 
marginal companies would be compelled to cease rendering service. 


Louisiana 


Most of these situations are in areas where the average wage is less than 
$1 per hour due to part-time employment. Therefore these telephone companies 
should have exceptions as other industries. 


Maine 


It’s like wiring a bark into a cat and calling it a dog. 

We feel that this provision would be absolutely necessary for our survival 
but also feel that, unless they are trying to drive the small companies out of 
existence, they should all be exempt. 

I don’t see the logic, even though I own the house and hire the operators 
where I live. 

Not a very fair separation. 

The small telephone company usually has the switchboard and bookkeeping 
office in the home. The telephone company pays rent for space used. When a 
telephone company operates under these conditions it saves having a larger 
investment and thereby they have a lower rate for rental which the subscribers 
in the farming area do appreciate. 

Don’t agree, as in many cases they can’t be in homes in this territory. We 
have to have our own office buildings and upkeep of same. 

Massachusetts 

Our switchboard is in a private home. 
Michigan 

Uxcellent. 

Location of switchboard is immaterial to restriction of exemption. 

Very proper proposal. 

The actual location of switchboard has little or no bearing on operating costs. 
The ability of 750 stations or less exchange to earn its own way should be the 
primary consideration. 

No opinion. 

He is not aware of the progress made in the telephone industry during the 
past few years. In his ignorance he would be attempting to punish the com- 
panies who have invested in new equipment and buildings so that they might 
better serve their subscribers. 

Should exempt all small companies regardless of where the switchboard is. 

If the 750 station exemption is repealed, this proposal would be the only 
way our company could continue to exist, for our exchange office is located in 
our operator’s home. 


- This would put this company out of business where the service we now have 
is most important. 
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Usually their rates are so much lower than the other exchanges with offices 
that they probably should be exempt. 

Opposed. 

It would create an inequity between companies of comparable size. 


Minnesota 


One of the big reasons for converting to dial operation was the fact that 
manual operation was becoming too costly with the wages continuously going 
up. If they go up higher than the present and if the exemptions are taken off 
and so on, operating small rural exchanges is going to be just impossible. 

Unrealistic and discriminatory. Will encourage habitation of telephone 
company buildings. 

I can see no reason why this would be an advantage except they are probably 
very small switchboards. 

Unfair. 

It is hard for us to give a true picture of the above because in our exchange our 
toll revenue is more than our station revenue. In our case it will not hit us too 
hard. In the area north of us there are a lot of small township telephone systems 
that this law would put out of business. 

This would be stupid to say the least. 

Can’t see what difference it makes where switchboard is located. 

The telephone companies are operating on such a small margin that if we were 
compelled to go to $1.25 an hour for operators it would be a complete ruin of 
small companies. 

It would be very discriminatory as everyone under 750 stations should be 
treated the same, and it would cost the average telephone proprietor too much to 
move his switchboard from the present office to his home. Besides the average 
switchboard in the small towns is too old to be moved because we are operating 
on such a small margin we cannot afford a newer board. 

The manual telephone cannot be run with any increase in wages, because the 
income is not there. That is one way to kill the small business. 

I think the labor crowd had gone nuts. 

Not realistic. 

It will place a definite and immediate burden on many small companies that will 
be forced to make hurried, unhealthy conversions (to dial) ahead of schedule. 

We do not favor it. Why should there be discrimination? 

Not at all realistic. Economic facts should be our guide. Telephone company 
wage levels should be in line with jobs of comparable skill but not exceed. 
Present exemption is needed to maintain this position. 

I can see no basis for such a division. 

No more entitled to special favor than any other small company. 

I think the 750 station exemption should remain as is for several years because 
by just plain reasoning small exchanges would have to raise rates too high for 
their subscribers’ income. 

Why penalize other phone companies in same class? 


Mississippi 
It would put a lot of manually operated switchboards out of business. 


Missouri 


We would have to increase the local service rate 49 percent in order to cover 
the increase of the operators salary. Expenses other than operators salary would 
increase approximately $70 per month. With the increase in rates we figure we 
would lose 10 percent of the present subscribers. It is our opinion that if this 
law is passed it will be the end of the small independent companies who are 
operating a magneto or common battery exchange. 

We can see no reason why these exchanges should be put in any different class 
from the other exchanges of 750 or less. 

I believe that some exemption must be maintained if the very small exchange 
is to be allowed to live at all. 

This proposal will make operating conditions untenable from a financial stand- 
point for the small magneto exchange where the company owns the building or 
a small exchange office. 

There is too large a jump from a one family telephone company to one of 750 
stations. Our State of Missouri has made great strides towards all dial and if 
given a little more time it will work itself out. 
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We think all small operating companies should be exempt regardless of their 
location. 


Wouldn’t help much. 

Foolish. He is trying to fool someone. He has never run a small business of 
his own and does not know how few there are or how little help they can afford 
to employ. 

I do not think it would work because the telephone companies would sell to 
the now agency operators the dwellings they own which house the telephone 
exchanges. The question isn’t whether the agency operators own the dwelling 
or not, but how the increased rates will affect the public. 

I see no difference as to the covering of an exchange. They both have a rain- 
proof roof. Nor would an increase in operator pay improve the subscriber 
service. 

There is a great number of small exchanges that are not in homes which would 
go bankrupt if the Kennedy bill passed. 

Would make hardship on practically all exchanges bordering ours. 

This measure would help to a degree over the complete elimination of all 
exchanges. 

We don’t believe the Senator knows much about small-town telephone business. 
I would suggest he spend a few days with someone like us. 

This simply shows that Senator Kennedy is willing to deliberately do what he 
knows is wrong. Those operating in their own homes are giving poor service and 
should be penalized. 
Montana 


I believe any small manual exchange needs some exemption. We did before 
conversion (to dial). 


Nebraska 

This company would immediately apply to the Nebraska State Railway Com- 
mission for a rate revision. 

Think it would create troubles in more ways than one to repeal 75C minimum. 
In smaller towns think the telephone operator is now paid average wages for 
other females. 

Not realistic; nor does it reflect consideration for the plight of the small, 
largely agricultural, service communities. The kind of building a switchboard 
is located in does not control or change the economy of the community. Instead 
this location in most instances reflects an honest effort on the part of the tele- 
phone company to recognize inevitable facts which do have a controlling effect 
upon the economy of many of these small communities. The building which the 
switchboard is located in may be the result of any one of several factors, viz: 
central location; previous building destroyed by fire or windstorm; most eco- 
nomical space available; exceptionally good buy; only building in town with 
adequate space; to get away from fire hazards; and public convenience. 
Whether the switchboard is located in an operator’s home, or in some other 
building it can more often than not be correctly assumed that it is there in the 
public interest and because its being there facilitates more economical operations. 

This would raise the wages of operators in other exchanges above the prevailing 
pay scale in the communities. 

A free people does not let someone else make their choice for them. As nice as 
dial is, manual common battery will go a long way in making people happy in a 
small town. 

I don’t think that the shoe fits the foot. 

He doesn’t realize that most of us small telephone companies now pay the 
average wage or above to our help in our respective localities. For us to have 
to pay $1.25 would only cause discontent with the employees of other business 
places and work a hardship on us all. 

I think the small exchange whether in a private home or not would be doomed 
to failure. 

I am positive the exemption should continue as it now is. 

Unfair and unworkable. 

Most small offices are in homes. 

3elieve exemption should be uniform regardless of location or ownership. 

I think consideration should be given to all exchanges with less than 750 
stations. 


I certainly can’t see that this would be of much help as only a small number 
are so operated. 








744 TO AMEND THE FAIR LABOR STANDARDS ACT 


It would no doubt help a considerable number of small companies who 
now operate from their homes, as we do. It would force others to make ex- 
pensive changes to stay in business. 

The proposal would amount to discrimination. The removal of the 750 sta- 
tion exemption would force small companies to convert to dial (if they were 
able to obtain financing) and thus put operators, who are satisfied with their 
present wage, out of a job, thus creating more unemployment in the small 
towns. 

This I don’t believe would help many companies. I believe it would make 
small company rates prohibitive for customers to pay. 

To exempt only those who have switchboards in their homes from the mini- 
mum wage law is unfair. 


New Hampshire 
Can't see it. Must be based on ability to pay expenses and earn a profit. 


New Mezico 


We believe there are very few such installations in operation, hence this 
would be of very little help to most independents. 

I think present rate should continue to apply for 2 more years to allow those 
exchanges who are not equipped with dial switchboards to make the change 
to automatic operation. 

New York 

Our operator costs would about double. We believe that the wage-hour law 
should be studied from the angle of locality, environment, and conditions. 

Most of my employees are paid more than $1.25 per hour with the exception 
of the beginners who are paid $1 per hour. 

Cannot understand the basis for that distinction. 

No comment. 

Some convenience must be acknowledged in operating from their own homes 
and should be given consideration in setting any wage. This wage should be 
lower than when they have to leave home because being at home they can at- 
tend to some of their own affairs. 

Location of switchboard has no bearing on value of service to customer or 
ability of company to pay wages. Such a provision must be either worthless 
from a company point of view or set a double standard of pay for similar work. 

I believe many small exchanges would have to cease operations and be some- 
how combined with neighboring systems. 

Not good. 

The 750 station exemption should be all inclusive regardless of location. Any 
action which will eliminate this exemption could force the installation of auto- 
matic dial equipment, thereby reducing employment and possibly effecting 
increases in subscriber’s rates. 

See no difference between location at home or in telephone office. 

Would have some effect. Hard to say. 


North Carolina 

We feel that the less than 750 station exemption should continue. 

This company has no such operations: however, looking at the matter from 
an industrywide viewpoint, it would adversely affect the public in two ways— 
namely, dislocate the normal development of a program of rendering service 
and retard the growth of service in marginal areas. 

Don’t know the effect, but it seems Senator Kennedy is playing both ends 
when you consider his attitude on REA interest rates. Can’t see why telephone 
industry should be singled out to pay a $1.25 minimum considering its generally 
good working conditions and security. 

The location of the switchboard should not be the determining factor. 

This should not enter into picture but should be based on number of sub- 
scribers. 

Most urgent to retain exemption as is. 

Would rather leave it as is. 

Believe present exemption should be retained if possible. If not, we should 
work for a 2 or 8 year time limit which would permit consolidation through 
dial conversions. 
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North Dakota 
Reasonable. 


Ohio 


Most of the companies this size cannot afford to pay much higher wages 
regardless of whether the switchboard is in their own home or a separate 
building with two to six operators. 

I feel that Senator Kennedy does not understand the problem of small tele- 
phone companies and probably does not care. 

They would be forced to close if minimum wage of $1.25 were to apply to them. 

I fail to see where this represents a just or logical basis for discrimination. 

I see no reason for their exemption if small exchanges operating in separate 
buildings are not exempt. Overhead of operating in the home is less than that 
in separate operating building. 

This would apply to only the very smallest of the remaining independent com- 
panies. Would be of little relief to the independent industry as a whole. 

Small telephone companies are having a tough time of it. Keep the old law 
in effect for another 5 years. Many of these small companies will be dial by then. 
Help small business, don’t hinder it. 

The fact that the switchboard equipment happens to be located in the residence 
of the agent should not have any bearing upon the application of the exemption, 
and the exemption should not be limited to only such cases. 

We believe this proposal discriminates against the small companies and that 
it is intended to have the effect of pushing them to the wall. 


Oklahoma 


It does not make any difference, in the home or in an office, you still have to 
pay your operators. 

No; should be kept 750. 

I do not believe it would be right. With our rates the total revenue was 
$16,450.12 and the expense was $15,226.52. We would go under in a short while 
if we paid $1.25 for operators. 

Unfair to those small companies who operate office unattached to their homes. 

Would not be easy to administer ; would not be equitable to all; would probably 
tend to promote fraud. Note: this exchange is in a home. 

I do not see the necessity of having to operate a switchboard where a person 
tries to sleep, and calls it his home. 

It is a socialistic plan designed to help the worker, but in fact will only serve 
to put operators out of jobs fast, as small companies will either close partially 
or permanently or will convert to dial. 

It is based upon no sound reasoning whatsoever. Two of our three manual 
exchanges are located in buildings furnished by the telephone company, as are 
many exchanges of less than 750 stations. We would merely close all three 
exchanges. 

Oregon 


A small exchange should not be limited by the location of the switchboard. The 
cost would be raised by the establishment of a higher minimum regardless of the 
location of the board. 

Unrealistic ; reason for present exemption is just as valid today as when the 
law was enacted; typical political attack illustrating axiom that public utilities 
are fair game for any politician. 

I think this would make it possible for a small exchange like ours to get by 
because we are planning to move it to our home. 

Such a proposal is unrealistic. It would penalize manually operated companies 
under 300 stations who had made the effort to remove switchboard from private 
homes in order to secure a better situation for their board and its operators. 
This would force out of business those small companies who are now able to 
serve sparsely populated and poorer areas with telephone service. It is not 
realistic to force a higher wage upon a community than it can support or that 
is inconsistent with the economy within that community. 

Ridiculous. 

The income from a small exchange or the ability to pay cannot be judged fairly 


in this manner. It would be unfair to companies that operate switchboards in 
Separate buildings. 
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Pennsylvania 

No comment. 

Our switchboard is in a private home but it requires some outside help to 
operate. 

The location of the switchboard should have no bearing on the 750 exemption. 

Unfair. Location of switchboard should not influence wage rate. 

The area we serve is listed as a distressed area. To have to increase rates 
would be disastrous to the company and subscribers alike. 

Do not favor. 

Immaterial in this company. Only one exchange involved. Can be con- 
verted at any time. Might be very serious in companies operating a number of 
agency offices. 

Anything less than the present exemption provisions might impose financial 
hardship upon the many small independent companies and could jeopardize tele- 
phone service in the areas they serve unless rates were increased to offset the 
increase in operating expenses. 

Most operators who have the switchboard in their homes have an agency agree- 
ment in this area and should not come under regulation. 


South Carolina 


Do not concur with him. 

I do not think the limitation is wise. Small exchanges are having a terrible 
struggle at best regardless of where they are located. 

Will help some companies. 


South Dakota 


This would fit in my case but I don’t believe that those who have their home 
separate from their office should be penalized in this way, and it would be very 
abusive to many small exchanges. 

This would exempt us. 

This is all right for the ones with the switchboard in their home but won't 
help the small telephone business where the switchboard is located in another 
building. 

I think it would be unfair to those who cannot do so as it costs us more to 
maintain an office outside our homes than to do soin our home. Extra taxes on 
business property, plus heat, light, etc., would be extra. 


Tennessee 


I see no point in changing the present 750 exemption, which will bring great 
hardship on small companies which financial hardships will have to be carried 
by the subscribers, who will be forced to discontinue telephone service. 


Texas 


We do not follow the reasoning in the conditions attached to this proposal. 
We would oppose this even though it would not materially affect our company 
at the present time. 

An exemption limited to an operator having the switchboard in her own home 
would practically amount to a wiping out of the exemption. It would be an 
extremely rare case where the operator owned the residence where the switch- 
board is placed. Any company or individual operating an exchange of this 
size normally owns and provides the residence for the operator hired for switch- 
board operating, and value of the rent is included as a part of salary or com- 
mission paid that operator. 

We feel this would be unfair to those smaller independents who are pres 
ently attempting to keep their heads above water. It wouid be necessary for 
them to place high-priced dial equipment into use, eliminating the need for op- 
erators, thereby defeating the purpose of the proposed increase in minimum 
wage rate, and placing an additional burden on the employer through higher 
unemployment taxes, ete., and, of course, an unfavorable reaction by the em- 
ployee through the loss of a job. 

This would not save this company; besides how would the law be applied 
where company owns the house the operator lives in and when the office is 
situated therein? 

Senator Kennedy's proposal fails completely to recognize the fundamental 
problem involved. 
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Virginia 

I do not think that this would be fair to the other companies, since none of 
them have very many subscribers, and it makes the burden too much for one 
person to bear. 

This proposal would, no doubt, eliminate telephone service in many com- 
munities. 


Washington 
Highly discriminatory. 


I believe that any legislation to regulate wages will be futile in the long run 
and begin the ultimate destruction process of government as we know it. The 
Romans tried it too. 

We feel that because we are a small operation and our operators work on a 
part-time basis, the present 750-station exemption is fair. 

West Virginia 

It is my opinion that the companies deserve the exemption that have to main- 
tain separate office facilities more so than those who have their offices in their 
own home due to increased costs. 


Would tend to downgrade service as it would force many companies to move 
switchboards to less desirable locations. 


Wisconsin 


This surely must apply to but a very few people in the industry. Why monkey 
with this anyway. They will have all companies forced to go dial within 10 
years. The local operators will be on relief by then as no work will be available 
for them. 

No comment. 

Senator Kennedy’s line of thought is causing us to convert the only exchange 
affected to dial which may be a good thing for the companies but deprives many 
operators of a living wage. 

This is not a fair qualification for exemption. 

The fact that many small exchanges have the switchboard in the home is a 
matter of convenience and has no bearing on the wage paid operators. 

What difference does location of a switchboard make? Are we to penalize the 
subscribers of a community with higher rates merely because the switchboard 
is located in an office building or in the rear of a store? His proposal is so com- 
pletely illogical and unfair that it scarcely seems worthy of comment. 

This would help us, but I suppose they would work on this next time they had 
a chance. 

Our switchboard is in our home. 

Itstinks. I feel that the 750-station exemption is low. 

Exempt all switchboards under 750 stations. 

In small companies this would bring about the transferring of switchboard 
into the individual’s home, and the operation would be done under contract. 

We do not feel that this would be fair. 

I feel that companies of 750 stations or less should be exempt as well as the 
switchboards operated in their homes. 

Such service is very poor. We have tried it, and subscribers will not stand 
for it. A $1.25 rate will force all small telephone companies to go dial, thus elim- 
inating the only source of employment in small towns. 

We disagree. Many small exchanges are not operated in the home, and they 
have as many Or more expenses and are just as hard pressed as those operated 
in the home. 

We do not consider this fair at all as all switchboards should be treated alike. 

We consider that the location of the switchboard should make no difference. 
All should be treated alike. 

We believe the 750 exemption should be retained. We also believe that mini- 
mum wage for under 750 stations should be $0.75 to $1 an hour depending on 
size if Federal minimum wage increases to $1.25 an hour. 

This is unfair division of labor employment and salary for same. 

That would not help much. Some are getting social security and are glad to 
work for $100 per month. Such people would be on the’ unemployment list if 
the minimum wage law would affect the small exchanges. 


It is without merit, since it is arbitrary in that location of switchboard is sole 
measure. 


41681—59-_-49 
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Wuat WouLp BE THE PUBLIC REACTION TO INCREASES IN SUBSCRIBER TELEPHONE 
RATES IN FARMING AREAS AND SMALL TOWNS IF THE SWITCHBOARD OPERATOR 
EXEMPTION Is REPEALED? 


This is what the small telephone companies say it would be: 
Alabama 


They won't like it. It would be by far the largest increase we had asked for. 
It would particularly hurt in our rural development and probably keep a lot 
of people from taking service. 

Definitely would not like it as there would be no improvement in service. 

In some instances it would be disasterous. 

This is a rural section with very small farms. The farmer would not pay 
the increase in monthly charges. I would lose 80 to 90 rural customers (out 
of 352). I have tried to change to dial operation. Less than 50 percent will 
pay increase for dial. 


Arkansas 


Natural reaction as many companies have already raised rates because of 
increased labor and material costs. 

I have not had a rate increase in ten years. I do not feel my people are able 
to carry a large rate increase. 


Colorado 


There is not way possible to get a rate increase if there was a repeal of the 
750-station exemption. The subscribers would protest. 


Florida 


Explosive. How can inflation be stopped if any increase is permitted in rates? 
All increases in wages should be tied to increased production either through 
technological advances or proficiency in skill. 

They would be very much hurt and very likely many would discontinue their 
service. They are at this time making an effort to get rid of the excise 
expense (tax). 


Georgia 


The public never reacts favorably to a rate increase. Undoubtedly most com- 
panies would have a difficult time through the adjustment period. 

Many of our customers would protest, causing much loss in our good public 
relations that now exists. 

To place the burden of rates in the affected exchanges would drive the service 
out of reason and out of the market. 


Idaho 


There is no doubt that many subscribers will have to discontinue their 
telephone services as this item alone will increase their monthly bill by at 
least 10 percent. 


Illinois 


Public reaction could be quite strong coming on top of an increase now before 
the Illinois Commerce Commission. 

After a bitterly fought rate proceeding our company was granted an increase 
averaging about $12.75 per subscriber per year on April 1, 1958. Objectors then 
took the case to the circuit court where the judge, last week, overruled the 
Commission. We are now appealing the case to the Supreme Court. We are 
sure that another increase of $8 or $9 will be met with even more opposition. 

The economy of this town is such that we would have one-third to one-half 
of our subscribers take out their phones and put us out of business. Our only 
salvation is that we are in process of converting to dial with cutover date about 
12 months off. 

Subscribers will feel like everyone else. Resent increase and further inflation 
which every right taxpayer thinks should be stopped. If the Congress persists 
in these increases it is goodby to our economy. 

There would be plenty of public reaction as we see it. 

Quite a few would be obliged to have telephone discontinued on account of 
operating on a close budget. 

Would strongly object. 
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This is a rural community, and we feel that they would object to such an in- 
crease in rates. 

Our town would be very angry and provoked as the wages here are not high 
enough to take extra expenses and most of our subscribers have families or 
are farmers. 

Many of our subscribers would have to have their phones removed. They 
could not pay the increased rates. 

Most people in our community are struggling to keep what they have so an 
increase in rates would force them to give up their phones. We are hard hit 
by unemployment. By closing our doors we weuld add four more to our list of 
unemployed. 

Would be very stiff opposition. Company would not survive. 

It would be very bad. Probably put the company out of business. 

They would not stand for an increase of this kind forced upon them by a 
bunch of labor racketeers. 

Actually we cannot, at this time, justify a request for an increase in rates 
for this increased expense. 


Indiana 


Out of the question. 

The increase would not be well received by our customers, especially when 
rates must be repriced for existing increased costs of operation. Moreover, mini- 
mum wage is higher than most small businesses pay as a starting rate to their 
own employees. 

Would demand dial service which would result in loss of three full-time and 
two part-time jobs in the community. 

The increased rates would mean increased excise tax and would again place 
the use of a telephone as a luxury instead of a necessary household utility as it 
should be. Only the removal of Federal excise tax would save many telephone 
companies. 

Many will discontinue service and use a neighbor’s telephone; many will 
raise “hell” but not discontinue service. Telephone companies will be forced 
to place blame where it belongs. If they insist on doing it, let them cut out all 
Federal excise taxes and the blow to the subscriber will be eased. In any case, 
more Federal meddling and furthering of inflation. 

Public would be very critical. 

The subscribers will strongly object. 

Our subscribers would not stand an increase of any amount as we are now 
bordered by Bell Telephone Co., and any laws such as above would force us 
to sell to them immediately. 

Would anticipate serious reaction to 25 percent increase requirement, over 
and above rate increase needs otherwise accruing through effects of straight- 
forward inflationary trends in expense costs and return requirements of con- 
stantly rising plant additions costs and investments. 

Would anticipate serious reaction to further increase of some 16 percent, in 
addition to over 25 percent increase request in current rate case already necessi- 
tated by cost trends as affecting operating costs and ever-increasing plant- 
addition costs with resulting higher capital investments and return requirements. 

The continuing cost-price spiral already faced presents rate increase necessity 
frequently enough without the further inflationary impact represented in this 
proposed legislation and there is bound to be a “breaking point’? sometime in 
customer acceptance, leading the industry into a serious position of “diminishing 
return” irrespective of “authorized” rate amounts. 


Towa 


Public reaction would be strongly opposed since this company just recently 
raised rates. 

It would not be acceptable to the greater majority of our subscribers. Those 
who are on pensions could not afford a phone at those rates and they are the 
people who need them most. 

In our particular case a rate increase for the type of manual service we were 
giving, would have made it that much harder to get reorganized and finance 
the present project. Give the small telephone companies a chance to get lined 
up for automatic telephone service. 

Many of our subscribers have fixed incomes such as those on social security, 
pensions, old-age assistance, etc. These people cannot absorb an increase as 
indicated above, and would be forced to do without phone service. 
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Population 950, rural community. Farmers are hard put to make the grade 
under present farm income. 

Not favorable. 

They will regard it very unfavorably. 

They would strongly resent it. 

Not very happy with our present rates. 

Violent opposition by about 30 percent of subscribers. 

Claim it is too high now. 

They do not want the increase in rates. 

We are sure that the public will regard this a very large increase and will be 
definitely against it. 

I don’t think they would pay it. 

With a rate increase of $3 a year which is now planned, plus $12.50 under the 
wage-hour law, I expect their reaction would be very strong against keeping 
their telephones. 

An increase in rates without improved service would not be very well accepted. 

The subscriber is not going to like an increase on many poor manual exchanges 
but would not object if there was a dial conversion. 

Those who had to have a telephone for business would keep them but few 
farmers would keep a telephone. It would force us to price ourselves out of 
business. 

It would not be too popular here with most of the telephone service to the 
farmers. Increased rates to them do not set too well. Local owners would be 
forced to sell to larger companies. People would do without phones rather than 
pay higher rates. 

Our company is so small (100 phones) that we would be unable to operate in 
this case. 

If rates were increased more now it would mean that a lot of phones would be 
taken out for the reason that a good deal of them are in retired laborers’ and 
farmers’ homes and they couldn’t afford the increase. 

We couldn’t possibly increase rates that much. 

The public wouldn’t stand for such rates. 

Two-thirds of our subscribers are farmers and our income has been down 5 
years in succession and expenses up. When we are out of money what difference 
will a rate increase make? Many of us cannot budget this amount for telephone. 

The public reaction will be terrific when suddenly the telephone rates increase 
from 75 to 300 percent or lose their service altogether. 

Fifty percent would have phones disconnected. 

We find most subscribers objecting more to the excise tax on telephone bills, 
and toll, than they do to rate increases, for when the rates are increased, so are 
the taxes. I do not think a rate raise would be very well accepted by most of 
our subscribers. 

Most of our subscribers would remove phones. 

Public revolt. 

We are sure we would lose a number of telephones as we have a large number 
who could not meet this increase in rates. 

We wouldn’t have any customers left. 

Most of our subscribers would drop off and we would automatically be out of 
business. 

Rebellious. 

Loss of subscribers may be 15 to 30 percent. 

Our patrons simply would not continue. I am positive that the company 
would be forced out of business. 

We would have trouble keeping enough subscribers to keep going. 

There are lots of retired people in our community on small pensions and 
social security payments who would be unable to keep their phones. There are 
some farmers and young people just starting up who could not afford to pay the 
amount ‘of rent we would be required to ask. It would be a big handicap to 
our whole community. 

Our people will not accept an increase in rates. 

Very unfavorable. 


Kansas 

It would cause a quick conversion to dial thus eliminating the two operators’ 
jobs now in existence. 

We would lose so many subscribers that the increased rate wouldn’t pay the 
expenses. We would go bankrupt. 
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The increase would about put us out of business and compel us to sell out. 
We give good service and everyone is happy the way things are now. 

It would mean a substantial loss of subscribers. 

My subscribers would not pay for an increase. 

We would lose a number of subscribers. Everyone is already paying all the 
taxes and other necessary expenses they can. Our community is a farming one 
and we have all we can do to keep above ground. 

People would object. 

They would all practically have to take out their phones. 

If we have to increase rates we believe we would lose most of our subscribers 
and be forced out of business. 

Many would discontinue telephones. Others would demand dial service. 

Townspeople see no reason why they should pay increased rates for service in 
order to give operators a better wage than prevailing wages in our community. 

Our exchange would lose approximately 60 percent of our subscribers if the 
raise in rates has to be put into effect. 

About 80 percent would be opposed to the increase. 


Kentucky 


A loud reaction at first, resulting in a small loss of subscribers ; then receding 
to normal after a few months. But repeated increase can price ourselves out of 
the telephone business. 

As a rule we have found that people generally oppose increased costs on all 
commodities, therefore an increase in telephone rates would no doubt be met 
with objection by the general public. 

Very bad. 

Maine 

We think they would be justified in being quite unhappy. It’s getting so 
now that the people with large families, living in the country, and who really 
need a telephone cannot afford one. 

We would make arrangements to convert to dial operation within a year, thus 
eliminating a $7,200 payroll. 

Our public does not like any increase in subscriber rates. 

If the telephone operators in the small companies are paid minimum of $1.25 
and a 40-hour week it would put them out of business unless they could convert 
to dial operation. 

There would be a big percentage of removals. 


Michigan 

Heavy resistance to any raise. 

In our particular case the public reaction would be leveled at the government 
and not the telephone company and we foresee no real trouble in obtaining 
increase if necessary. 

No opinion. 

The above-stated increase in itself would not be too hard on our subscribers 
but this increase on top of the increase we have found it necessary to consider 
would make things very difficult for us. 

A rate increase would be out of line under present economy. 

It would inerease the rate to such a point as to possibly force the company 
out of business. 

If we had to pay $1.25 an hour for 24 hours a day we would be out of business. 
It would be impossible to triple our income, so this area would simply not 
have any telephone service. 

Would lose at least 50 percent of our subscribers. 

The public are not in favor of this. It is just taking away another freedom. 

Another rate increase and we would lose more phones than we did when we 
had the rate increase a year ago which was 40 (out of 675). 

Subscribers are generally opposed to rate increases regardless of the reason. 


Minnesota 


The proposed $1.25 minimum for this type of work and in the small towns in 
which most of us are resident is entirely out of line with what is being paid 
for similar work in our smaller communities. The people who wish to impose 
this kind of a wage for operating switchboards just do not understand the 
telephone business at all. 

We would lose many phones, therefore, the rate to people having a phone would 
be out of proportion. 
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Have been in the telephone business 33 years and am sure the subscribers 
would not like the idea. Our operators are satisfied with their present wages 
of 85 cents per hour. 

The public would not accept a rate increase which would cover the additional 
cost of operating solely for the benefit of the operators. We have a number 
of subscribers who have a hard time paying for present rate. 

Customers in our area are mostly small farmers and are very hard pressed for 
money now. They would have their phones taken out. Everyone needs a phone 
so give everyone a chance of a few necessary things in life. 

Many farmers plus numerous elderly persons would have their phones removed 
rather than pay increased rates to support minimum wage of $1.25. 

They definitely would not be happy. 

Not justified in our area. 

They will oppose any increase for any reason in our territory with a few 
exceptions where rates have not changed recently. 

It will be very unpopular. 

People are not in the mood to pay rate or price increases brought about by 
laws or regulations which obviously create an unrealistic cost and wage level. 

In our area the Federal minimum is already far in excess of State minimum 
and I believe our subscribers will resent further expenses on their part to further 
increase telephone wage scale above existing community level. 

We will quit. We see no need of the passage of legislation compelling people 
in our situation to pay wages on a scale competing with industrial centers. It is 
unfair as hell. 

It would be very bad. 

Would force us to dial immediately, causing lay off of four women. 


Missouri 


People invariably object to a rate increase for a public utility more than other 
cost-of-living increases. 

Public will not pay increased rates. Those few that will, will not bring in 
enough revenue for us to stay in business. Result—would have to close down 
operation. 

A loss of about 50 percent of subscribers. 

The terrific increase in rates which would be necessary if the exemption were 
taken off would cause all of the customers to discontinue their service. You 
would price yourself right out of the market. 

Very bad. 

There would be so many disconnects that it would only be a matter of time 
unit the company would be out of business. 

We would lose about 80 percent of our subscribers. They just won’t pay. 

Extremely unfavorable. 

A good many would flatly quit. 

The public now, more than ever, is very resistant to rate increase without 
service improvement. 


Nebraska 


An increase of 25 cents per hour in the minimum wage would put many small 
independent companies out of business. If the small independent telephone 
companies were to attempt to obtain rates to cover the added wage costs, it 
would appear to the writer that they might price themselves out of business 

Wouldn’t like it but would probably pay it. 

In general the public would probably pay the increased cost of service but any 
increase in the cost of living would be resented. 

Subscribers will demand to be told why—with our dollar already badly de- 
flated to about 48 cents (based on 1940, $1)—the Congress has thought it neces- 
sary to further increase and accelerate this inflation by establishing wage 
minimums in excess of those currently recognized. 

Public reaction would be unfavorable since most telephone companies have 
already had to raise their rates to meet normal operating expenses. 

In a farming community such as this, a $1 increase in subscriber rates would 
set off a violent reaction. 

They would feel we were paying too much for our help. 

I think many could not pay it and would have to give up their service. 

If this law goes into effect it will mean the loss of a large number of the small 
exchanges. 





sub 
pay 
j 


dis 
sub 


mir 
me! 
Ohi 


is g 


ine 





TO AMEND THE FAIR LABOR STANDARDS ACT 753 


Our rates are now $3 per month in these small exchanges. In order for these 
exchanges to pay their way our rate would have to be $6 per month. If this 
was the rate all of our subscribers would order telephones out. 

Some would have their phones taken out. 

They would not pay it. It would increase rent per month from $3.75 to $10.40. 

Believe they would object strongly to an increase of any kind. 

It will increase their rate and still not improve their service which would not 
be justifiable. 

We have been losing phones each year now. We are a small village so those 
in town can get along nicely without one. 

The publie could not and would not accept such an increase and a great number 
of small companies would be forced out of business. We surely would. 

About 32 percent of subscribers would be forced to have their telephones re- 
moved. 

Congress is not interested in small business. 

The public would vigorously oppose the increase in rates which would be 
necessary to cover the added wage costs and maintain an earning level which 
would permit the continued operation of the telephone company. They would 
oppose a $1.25 minimum wage for telephone operators because it would distort 
the entire wage structure in the small community. 

I don’t think that a company operating with 125 to 200 customers would be 
able to charge a rate to pay operators $900 per month. 

New Mevzico 

All subscribers are opposed to any rate increase. 
New York 

Although we expect no rate increase resulting from a change in the minimum 
wage, we are in a position where any increase in rates without a change in ser- 
vice offered would be poorly received at the present time. 

They would all kick and many would discontinue service because they would 
be paying far too much. In ease of dial conversion our women would be un- 
employed. 

I believe public opinion would be very unfavorable. 

Think they are paying enough now. 

Would encounter considerable resistance. 

Would not like it. With eggs ranging in price from 25 cents for small eggs 
to 3614 cents per dozen for large white, many eyebrows would be raised. 


North Carolina 


We operate in a textile community and do not believe that a number of our 
subscribers could stand much of an increase. Quite a number have trouble 
paying their bills at present. 

Would result in quite a few taking out phones.. General public would be quite 
disturbed in this small town at rates they would have to pay, even business 
subscribers. 

We could expect vigorous opposition. A rate increase by our company will 
be necessary even if present minimum wage remains the same. An increase in 
minimum wage to $1.25 would probably increase our gross revenue require- 
ments by 100 percent. 


Ohio 


I think it would have serious reflections in our area as the high cost of living 
is getting beyond the reach of a majority of our subscribers. 

Very unpopular, especially among farm subscribers and those with fixed 
incomes. 

Subscribers feel they are paying enough. 

Public reaction would be very detrimental to small companies, by reducing 
the number of people who could afford to have telephones, especially in small 
and rural communities. Many small telephone companies would be driven out 
of business—forced to combine with larger ones. 

An increase would be met with certain opposition. 

An increase in local service rates regardless of the amount or the reason for 
the increase would cause a very unfavorable public reaction by the subscriber 
body. 

We would lose a lot of subscribers, who would feel that they were paying in- 
creased rates but were not receiving more and better services for the increase. 
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Oklahoma 


In all small towns there are small exchanges and cost of living is less than in 
larger towns. The public would discontinue service, for in a small town they 
would talk across their back fence to their neighbor and the telephone would 
not be worth what it cost them. 

They do not want to pay any more than they do now. 

The worst can be expected in lieu of present economic situation. 

Rates would be exorbitant and would not be acceptable. Result of such an 
increase would compel this small company to quit. 

Out here, they couldn't afford it at all, and I am sure that we wouldn’t be 
able to hold enough subscribers to have a living wage left. 

It would be extremely difficult to obtain this amount of increase in an agri- 
cultural community such as this. 

The 200 subscribers plus the other townspeople in our three manual towns 
would be very upset because they could not afford telephone service, therefore, 
their entire communities would be without. 


Oregon 


In our particular case in which we have mostly dial exchanges there would 
be very little public reaction. 

I can’t see how this increase could possibly be in the public interest. 

Any further rate increase at this time would put us out of business. We are 
at the absolute maximum that the economy within our community can support. 
Eighty-five percent of our service revenue comes from multiparty services. 

Not favorable if raised. 


Pennsylvania 


Unfavorable ; same service for more money. 

Subscribers would not pay the rate we would have to charge to break even. 

Rate increases are never accepted by public. 

We could lose as many as 200 stations. The average subscriber could not pay 
any rate increase. 


South Carolina 


I think they will object to very much of an increase. 

It would be extremely objectionable. 

In view of the existing public awareness of inflation we would expect universal 
opposition. 

We would lose enough subscribers that it would be almost impossible to operate. 


South Dakota 


My subc ‘ibers would be very much up in arms. 

Our sub.cribers feel they are paying enough for the service they are getting. 
An increase in rates would almost compel the company to borrow money and 
convert to automatic equipment. 

Tam afraid my subscribers will rebel. 

The public has reached the point where they aren’t favorable toward an 
increase of any kind. 


Tennessee 


I don’t believe that the subscribers in small exchange areas can stand any 
increases. 
We feel sure they will not like it. 


Texas 


The public is always adverse to increases in rates; we do not think it would 
be any different under these circumstances. Operating costs continue to rise 
and it is becoming increasingly difficult to maintain their proper relationship 
with subscriber rates. 

Presently a request for an increase in rates would receive an unfavorable 
reaction by the public in our areas of operation. 

I think the reaction of my subscribers would be very alarming and I estimate 
at least 25 percent disconnects. 

This move would put the little telephone man out of business. 

We would have a rebellion from our customers, probably lose more than above 
estimated and the city councils would refuse such an increase and the company 
would be bankrupt with its REA loan. 
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Virginia 
I think that our people will be without telephone service, if this act goes into 


effect. 
We will be forced to sell to a larger company. 


Washington 


The public is already furious about the high taxes, high cost of living, infla- 
tion. Somewhere lies the straw that will break the camel’s back. 


West Virginia 


The inerease in costs to the small companies would mean that many com- 
panies would have to cease operations because the public would not pay the 
rates needed to meet the operating costs of the small companies; also many 
companies would have to cease furnishing service on a 24-hour basis in order 
to lower costs. 

Increased operation costs are already pushing rates higher than general public 
feel they should pay. 

Wiconsin 

People who need phones for emergency service would be priced out of the 
market. 

Very violent. Probably would have only one left. He works for the AFL. 

Any increase in these times is not welcome. 

They would scream to high heaven. 

Many phones would be disconnected resulting in heavy loss of subscribers 
thereby increasing cost to remainder. 

This being an agriculture area (dairy) and with the falling prices for agricul- 
tural products it would not be very popular and the added costs would be a 
hardship for the average person. 

It would definitely work a hardship on the majority of our subscribers who are 
already overburdened with taxes and the high cost-of-living expenses. 

If there is no improvement in service, the subscribers would object to paying 
an increased rate. 

Our subscribers will revolt to a rate to cover such an increase in rates. Eighty 
percent of our subscribers are farmers who are receiving less and less for their 
products, and are again asked to pay more and more to labor. Yes; telephone 
rates go up, farm prices godown. Fine, isn’t it? 

The customers will demand dial service. This will eliminate the telephone 
operators entirely, and, therefore, increase unemployment. 

They would not like this increase without improved telephone service. 

They would not like any increase in rates unless the 10 percent excise tax was 
removed. 

Had we not gone to dial in April 1957 our rates from increase in operation 
wages from $1 to $1.25 per hour would have required an increase per phone of 
$0.50 per month. Public reaction would be unfavorable to such an increase due 
to present economic conditions. 

Raise hell. 

Subscribers would perhaps react so strongly that the small exchanges would 
be forced to fold up and be absorbed by the larger companies. 

Strong adverse public reaction would be experienced. 


Wyoming 

Most subscribers would be opposed to an increase in rates if the increase is to 
be used to pay wages which are higher than those of comparable skills within 
this area. 

Mr. McF arian. Would the Senator care to see them. I will be glad 
to answer any questions. 

Senator Wini1ams. Thank you. I have no questions. 

_ Our next witness is Joseph A. Beirne, president of the Communica- 

tions Workers of America, AFL-CIO. 
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STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT, COMMUNICATIONS 
WORKERS OF AMERICA, AFL-CIO 


Senator Wrii1aMs. We are certainly glad to receive your testimony, 
President Beirne. 

Do you have a prepared statement ? 

Mr. Berrne. Yes. I have a prepared statement, but it is quite a 
lengthy one. It answers some of the questions the Senator was search- 
ing for a moment ago, but in the interests of time and knowing your 
busy schedule, if it is satisfactory to you, I would just as well make an 
oral presentation, if my formal statement could be filed in the record. 

Senator WitiiaMs. Very fine, of course. 

The formal statement in the record will be the basis for considera- 
tion by the committee and the Members of the Senate, and I think prob- 
ably that would be the best way to proceed, if you want to deal with 
the highlights in your own way. 

(The prepared statement by Mr. Beirne follows: ) 


STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT, COMMUNICATIONS WORKERS OF 
AMERICA, AFL-CIO ON WELFARE AMENDMENTS TO THE FAR LABOR STANDARDS 
Act (S. 1046) 


On behalf of the Communications Workers of America, AFL-CIO, I wish to 
express our gratitude for this opportunity to once again testify before this sub- 
committee regarding CWA’s views with respect to proposed amendments to the 
Fair Labor Standards Act. 

It is my purpose here today to testify in favor of the proposals contained in 
S. 1046 which have been introduced by Senators Kennedy and Morse. While I 
would like to make a few comments concerning extension of coverage and im- 
provement of the minimum wage, I will attempt to be brief so as not to over- 
burden you with mere repetition of what has already been stated. In the main 
my remarks shall be restricted to a discussion of S. 1046 as it would affect 
employees in the telephone industry. 


EXTENSION OF COVERAGE 


S. 1046 would extend the wage-hour provisions so as to cover employees of 
large enterprises engaged in retail trade or service and to employees of other 
employers engaged in activities affecting commerce. 

The basis upon which retail workers have been exempt (or I should say, denied 
protection of the law) is that retail business is, for the most part, small and 
local. This theory is no longer valid as a general proposition. The fact is that 
the retail industry is being increasingly dominated by giant chain firms with 
far-reaching interests. Nationwide retail chains have not been a novelty for 
many years. It is high time for the Congress to recognize the big business char- 
acter of a multitude of enterprises, the employees of which are accorded no better 
treatment than second-class citizens. 

There is no economic or moral justification for denying protection of the law 
to the millions of retail workers employed by such large and prosperous firms 
as the A. & P., Montgomery Ward, and Safeway, to mention but a few. Any 
attempt to classify such business firms in the same or even similar category as 
the truly small corner grocer or drygoods store is utterly illogical and without 
reason. 

It is not proposed or intended that the proprietors of the so-called Mom and 
Pop shops be required to meet the minimum standards relating to wages and 
overtime payments to their employees. S. 1046 specifically excludes any retail 
or service enterprise in which the only employees are the owner thereof and a 
parent, spouse, or child of such owner. 

What has been said with respect to retail establishments is also true, in @ 
large degree, with respect to many service establishments. Among the most 
poorly paid employees in this country are those in the laundry, cleaning and 
dyeing, and hotel industries. Yet, millions of these people are employed by 
very prosperous firms that are quite capable of paying a decent living wage. 
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Relatively few employees in the retail and service industries are covered by 
State minimum wage laws, and in most States that do provide coverage the 
minimums are extremely inadequate. 

The basic criteria of coverage in the present law is unjust. The inequitable 
technicalities would be partly eliminated by S. 1046. Under the present law an 
employee is covered only if he is engaged in commerce or in the production of 
goods for commerce, regardless of whether his employer’s overall enterprise is 
one that is engaged in or affects interstate commerce. Under S. 1046 an em- 
ployee would be covered even though he does not meet these technicalities, if he 
is employed by any one of the seven types of enterprises specified and if such 
enterprise is engaged in an activity affecting interstate commerce. (The seven 
types of establishments are: Retail; service; laundry, cleaning or repairing 
clothes or fabrics: street, suburban or interurban transit systems; taxis; build- 
ing and construction; and any enterprise with one or more employees engaged in 
commerce or in the production of goods for commerce.) There is a limitation, 
however, with respect to each such enterprise based on a dollar volume of busi- 
ness similar to the National Labor Relations Board’s jurisdictional standards. 

It has been estimated that S. 1046 would extend the coverage of the wage-hour 
law to approximately 7% million additional workers. While this is a far cry 
from the 20 or more million hard-working people who are now excluded from 
coverage, it is at least a long overdue step in the right direction. 

When this law was passed 21 years ago, the Congress declared that the objec- 
tive of the act is to correct and as rapidly as possible to eliminate, in industries 
engaged in commerce, labor conditions detrimental to the maintenance of the 
minimum standard of living necessary for health, efficiency, and general well- 
being of workers without substantially curtailing employment or earning power. 

Yet, despite this solemn statement of purpose, some 20 million of the 45 
million workers who could be covered by the act are still denied its protection. 
Completely contrary to its original intent, Congress has, in the past, tended to 
narrow the scope of the law instead of broadening its coverage as rapidly as 
possible. It may fairly be said that today the proportion of workers covered is 
actually less than the proportion that were protected in 1938. 

It is of vital importance to the economy of this Nation that the Congress give 
to the act a scope which is consistent with its purpose and with the realities of 
economic life in our times. 


INCREASE OF MINIMUM WAGE 


S. 1046 would raise the minimum wage under the Fair Labor Standards Act 
from $1 to $1.25 an hour. 

As noted above, in 1988 Congress deelared it to be the policy of this act to 
correct and as rapidly as possible to eliminate all of the conditions detrimental 
to the maintenance of the minimum standard of living necessary for health, 
efficiency, and general well-being of workers. 

Just what does constitute the minimum subsistence requirements of individual 
workers and their families? It has been estimated that a family of four today 
requires an income of at least $2.25 an hour to maintain a decent minimum stand- 
ard of living. This is exactly $1 (same as present minimum) more than the 
proposed increase which would raise the minimum to $1.25 an hour. Thus the 
proposed increase is the absolute least amount that Congress should even 
consider. 

It is shocking to note that Congress has permitted the lowest paid workers to 
fall farther and farther below the average wage earner. When average industry 
wage earnings were less than 68 cents per hour in 1938, the legal minimum was 
set at 25 cents, a spread of 38 cents. Today average wage earnings amount to 
$2.19 per hour, but the legal minimum is only $1, a difference of $1.19 an hour. 

Since 1949, when the legal minimum was increased to 75 cents an hour (and 
at the same time coverage was narrowed considerably), the average industry 
wage earnings have risen approximately 77 cents, while the legal minimum has 
been increased only 25 cents. Moreover, since July 1955, when the minimum was 
raised to $1, the cost of living has risen at least 9.1 percent (January 1959) to 
the point where it is now reported to be at an all-time high of 123.8 percent of 
the 1947-49 average. The current economic indicators reflect no hope for any 
drop in the Consumer Price Index in the foreseeable future. This increase in 
the cost of living has affected the lowest paid, usually unorganized, workers every 
bit as much, if not more so, as it has affected the highly organized wage earners. 
Yet the Congress has completely failed to take effective steps to enable the lowest 
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paid employees to maintain anything even close to the minimum standard of 
living necessary for their health, efficiency, and general well-being. 

While productivity has picked up somewhat from its low point during the 
recent recession, the pickup has been much too slow. The basic reason for the 
sluggishness of our economic recovery is not obscured in mystery. It takes but 
a moment of reflection to clearly see that insufficient consumer purchasing power 
has directly affected a satisfactory recovery. Should the Congress now fail to 
raise the minimum wage to at least $1.25, it will spell the end of any hope toa 
speeding up of this Nation’s economic recovery. 

Increased purchasing power in the hands of the lowest wage earners will 
permit them to meet, at least in part, the increased cost of their barest neces- 
sities. Moreover, it will go a long way toward enabling them to better their 
present low standard of living. If they are able to purchase more goods, it will 
mean that additional goods must be produced, which in turn means that more 
workers will be returned to the payrolls. Thus, the entire Nation may once again 
be on its feet and on the road to prosperity. 

I might add at this point that what I said to this subcommittee 2 years ago 
regarding the $1.25 minimum wage is multiplied in truth today : 

“* * * Tt is the smallest amount that will bring bare subsistence to an Ameri- 
ean family today. We believe that the minimum wage must be raised from its 
present $1 level to $1.25 in order to assist in sustaining full employment and to 
keep the American economy on a sound level.” 


THE TELEPHONE INDUSTRY 


Switchboard operator exemption 


S. 1046 would amend section 13(a) (11) of the Fair Labor Standards Act so as 
to provide that the wage and overtime provisions of the law would not apply with 
respect to “any switchboard operator who is providing telephone service through 
a telephone switchboard located in such operator’s home.” 

The proposed amendment appears to make it quite clear that the only operators 
who are to be exempt are those who operate a telephone switchboard that is lo- 
cated in their own private home. In other words, the present unjust basis for 
the exemption (number of stations serviced by an exchange) would be eliminated. 

Of course, it must be recognized that the proposed amendment would not elimi- 
nate entirely the discriminatory treatment accorded telephone operators. It 
would, however, appear to reduce the number of operators who are to be exempt. 
Communications Workers of America (CWA) does not believe that any operator 
should be singled out for discriminatory treatment; however, we do recognize 
that possibly a few very small telephone companies might find it difficult to meet 
the minimum wage and overtime requirements of the act. 

We favor enactment of this amendment: however, should experience prove the 
amended exemption to be inadequate, or if we find that some companies are at- 
tempting to take advantage of the exemption contrary to congressional intent, 
then we shall urge corrective measures. 

The act as originally adopted did not exempt any telephone operators. In 1939 
it was amended so as to exempt telephone operators working in exchanges of less 
than 500 stations. The report which accompanied the amending bill gave the 
following as the reason for introducing this exemption : 

“The exemption for the operators of some small telephone exchanges is neces- 
sary to insure uninterrupted telephone communication service for the farmer 
and for the small rural community. Small telephone companies, on the whole, 
are unable financially to comply with the wage provisions of the act.” 

The report continues : 

“Application of the act to operators in small rural exchanges, who spend only 
part of their working time attending the switchboard, threatens to curtail tele- 
phone service in rural areas.” 

From this report it is evident the words “exchange” and “company” were 
erroneously used interchangeably. The original intent was to exempt only 
small companies employing possibly one or two operators. This original pur- 
pose has been distorted to the point where million-, billion-, and even multi- 
billion-dollar telephone companies are today legally permitted to pay sub- 
minimum wages to operators in exchanges of not more than 750 stations. (The 
500-station exemption was increased to 750 in 1949 on the theory that what 
what a 500-station town in 1939 became a 750-station town in 1949 because of 
population and economic growth.) 





I 
Sys 
edg 
the 
an | 

© 
of 1 
the 
suc 
(66 
ope 
pre 
wai 

T 
Tel 
mal 
Uni 
cen 
cen 
ope 
em] 

I 
Ine 
the 
$34. 
430. 

A 
uni 
stat 
one 

s 
wo! 
rate 
stat 





recr ww -& 





TO AMEND THE FAIR LABOR STANDARDS ACT 759 


I do not mean to leave you with the impression that the $20 billion Bell 
System pays any of its 200,000 operators subminimum wages. To our knowl- 
edge, none of them receive less than the present $1 minimum; however, under 
the exemption even the giant Bell System could legally pay less than the $1 
an hour, and might possibly be doing so in nonunion areas. 

On the other hand, the fact that many large companies have taken advantage 
of the present exemption provision is illustrated in the following example. In 
the United Telephone Co. of Missouri in its lowest wage area, which covers 
such towns as Appleton City (700 telephones), Craig (370 telephones), Fairfax 
(667 telephones), Richland (700 telephones) and Waverly (475 telephones), the 
operator starting rates are 80 cents an hour, or 20 cents an hour below the 
present $1 minimum. Although these operators receive periodic increases, their 
wages are not increased to the $1 until after 3 years of employment. 

The United Telephone Co. of Missouri, together with its twin sister, the United 
Telephone Co. of Kansas, both of which are under the direction of a single 
management, owns and operates 103,000 telephones in 159 central offices. The 
United Telephone Co. of Missouri alone operates over 61,000 telephones in 83 
central offices. The total plant investment of these two companies as of De- 
cember 31, 1957, the latest figure available, was $17,071,455. Their combined 
operating revenue for the year ended March 14, 1959, was $5,907,325. They 
employ over 1,100 people. 

It is significant to note that these companies are owned by the United Utilities, 
Ine., the second largest independent or non-Bell telephone holding company in 
the United States. During 1957, this parent company had total revenues of 
$34,343,203 from a plant investment of $122,308,695. It owns and operates over 
430,000 telephones and employs something like 5,400 employees. 

At this time, there are very few independent telephone companies, either 
union or nonunion, which are not insisting upon taking advantage of the 750- 
station exemption. The above-mentioned company, used as an example, is only 
one of many. 

Since most of the 22,400 telephone operators presently exempt from the act 
work for nonunion employers, we have no way of knowing what their wage 
rates are; therefore, we cannot estimate the total cost of eliminating the 750- 
station exemption and replacing it with the proposed exemption. Approximately 
20,000 of these operators would be brought under the law’s protection by enact- 
ment of S. 1046 in its present form. Obviously, however, since such a relatively 
small number is involved, the cost would not be very great. 

Just to give you an idea of the general makeup of the telephone industry in 
the United States, our latest figures reveal that as of the end of 1958 there 
were about 709,000 employees in the telephone operating companies only. Ap- 
proximately 590,000 of these work in the 23 Bell System operating companies 
and the remaining 119,000 work for the 4,100 non-Bell or independent operating 
companies. 

In addition to the operating companies, the Bell System, for example, includes 
the Western Electric Co.—the manufacturing, distributing, and installation 
company which supplies and services the industry—as well as the Bell Labora- 
tories, which is the research arm of the system. 

Approximately one out of every three telephone workers is a woman switch- 
board operating employee. In the independent branch of the industry, there 
are approximately 40,000 switchboard operators, at least 22,400 of which are 
deprived protection under the Fair Labor Standards Act. It is ironical that 
only switchboard operators are exempt. A clerk or construction, installation, 
or maintenance worker or anyone else who works alongside or in the same area 
as the exempt operator, is protected by the law. 

The telephone industry is basically a regulated monopoly public utility serv- 
ice industry. Its rates, as well as its profits, are fixed by State and Federal 
regulatory commissions. These companies, with governmental approval, can 
charge whatever rates are necessary to insure a “fair return.” Changing the 
present exemption under this law could not seriously affect their profits or 
endanger their competitive position, since no real competition exists. What 
would be accomplished, however, would be a termination of the inequitable 
— of these women employees who are, in effect, required to subsidize this 

dustry. 

If there be any justification for any exemptions whatever, it certainly does 
not apply to a regulated industry such as telephone. The telephone companies 
are literally guaranteed a profit. The community expects to be provided with 
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service by the companies. Regulatory provision exists to permit an adequate 
rate of return to the companies, generally between 5 and 6 percent of net plant 
investment, as well as to protect the community from overcharges. In all of 
this, the public expects and is willing to pay a fair rate for service. 

The public does not expect a small group of women to subsidize communities 
to assure them of telephone service. This, these women do when they receive 
substandard wages. 

Congress should no longer be misled by fallacious arguments in favor of con- 
tinuing the present 750-station exemption. In the past it has been argued, 
and it may be argued again, that removing the 750-station exemption will curtail 
service, accelerate conversion from manual exchange to dial and bring about 
wholesale applications for rate increases. 

The industry has been and is now changing to dial as rapidly as is physically 
possible. ‘They are limited mainly by supply and delivery problems. Public 
service commissions will handle any service curtailment problems in the future 


as they do now, but we believe service will continue to expand rather than dimin-. 


ish. As for rate increases, if they are genuinely needed, they should be granted. 
In any event this small group of women should not be required to foot the bill 
for the community. 

In previous appearances before this subcommittee, I have brought to its 
attention what I believe to be a most convincing argument for removal of the 
switchboard operator exemption. It is worth repeating today. Almost 13 years 
ago, a past president of the United States Independent Telephone Association, 
Mr. William C. Henry, stated : 

“The standard of living of the inhabitants of the small villages and rural sec- 
tions in this country has been raised tremendously during the last decade. These 
people have automobiles, tractors, airplanes, electric lights, refrigerators and 
radios and they want modern, up-to-date and thoroughly reliable telephone 
service. Furthermore, they have the money with which to pay for the cost of 
modern telephone service.” 

We have talked to people across the Nation who do not understand why the 
telephone switchboard operator exemption should be in the law. We have found 
that it makes our collective bargaining very difficult. Many independent tele 
phone companies with which CWA holds contract insist, as I have previously 
stated, upon taking advantage of the 750-station exemption because they feel 
that, if they do not, they will be letting down the people who fought so hard 
to get it for them. We know from experience that it becomes easier to negotiate 
wage rates above the minimum, even with the exemption, the year following 
the effective date of a new Federal minimum. 

As the fanfare and publicity surrounding the new minimum wage subsides, 
telephone companies are less insistent upon using the exemption. We point with 
pride to those telephone companies with which we hold contracts who are not 
using the exemption as an excuse to pay subminimum wage rates. They are 
the -kind of employers who helped make this country great and we want to 
publicly acknowledge their fine contribution and leadership. 

We have attached hereto two tables as exhibits 1 and 2 which set forth many 
of the facts and figures cited above. 


Effect on the economy 


Dire predictions have been repeatedly made by pessimists who have no faith 
in the future of our economic system—while at the same time, they profess 
strongly to the contrary. They said in the beginning the wage-hour law would 
bring economic collapse, unemployment, and business failure. Each time the 
minimum wage has been improved, pessimists have surged to the front to again 
predict economic disaster, widespread unemployment, human suffering, and 
business failures. These things have not occurred as a result of the increases. 
Quite the contrary is true. 

In a study of the “Results of the Minimum Wage Increase of 1950” made by 
the Department of Labor in 1954, the following comment is made: 

“Despite causing significant wage increases, the 75 cent rate appeared to have 
had only minor effects on such variables as employment, plant shutdowns, prices, 
technological change, hiring policies, and overtime work.” 

You may be confronted with the proposition that the switchboard operators 
in the small communities do not need as high a wage as do those in the larger 
towns, and that they are not hurting financially because it does not cost them 
as much to live and acquire for themselves the necessities of life. I can only 
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urge you gentlemen to analyze the real facts. Permit me to give you but two 
examples. 

During the House Labor and Education Subcommittee hearings on Fair Labor 
Standards Act amendments in 1957, Miss Charley Fay Garrett, a switchboard 
operator for the Southwestern States Telephone Co., in Leonard, Tex., which is 
about 60 miles northeast of Dallas, testified that: 

“It is difficult for us to understand why the operators in towns like Leonard 
should be exempt from the Fair Labor Standards Act. Operators working in 
places like Greenville and Bonham, which are both close to Leonard, come under 
the provisions of the act just because there happens to be more than 750 stations 
in those exchanges. (About 500 subscribers were serviced by the Leonard ex- 
change.) We do the same kind of work as they do, and have to pay as much to 
live, and yet we are treated differently.” [Emphasis added. ] 

To prove her point, Miss Garrett had secured a list of some prices at a 
grocery store in Leonard, and then compared them with prices of the same items 
in Dallas. She said that while some of the items were a little cheaper in Leonard 
than they were in Dallas, most of them cost more in Leonard, and she gave the 
following examples: 

“Take Folgers coffee for instance. In Dallas it costs 97 cents a pound. In 
Leonard you have to pay $1.07 for it. A 10-pound bag of Idaho potatoes is 49 
cents in Dallas. It costs us 65 cents. Flour costs us more, as does milk, canned 
corn, and the like.” 

At this committee’s hearings in 1957, another operator, Mrs. Garnet Rathbun, 
working in Braymer, Mo., for the Middle States Utilities Co. of Missouri, 
testified that Braymer is about 75 miles northeast of Kansas City and has 550 
telephone subscribers. She remarked: 

“I have learned since coming to Washington, D.C., and checking some prices 
that the cost of living in a small town like Braymer is just about as high as it 
is in larger cities. I looked in yesterday’s Washington paper and found that 
hamburger can be bought at a chainstore for 25 cents a pound. In Braymer we 
would pay 39 cents. A 10-pound bag of Gold Medal flour costs $1.01 in Washing- 
ton but it is $1.15 in Braymer. At home I would pay 49 cents for 5 pounds of 
potatoes and you here in Washington are paying 39 cents. A 2-pound package 
of dried navy beans costs 25 cents here in Washington and 29 cents in Braymer. 
I also found there was a 2 cents difference in a 2-pound package of bacon, $1.25 
in Washington, $1.27 in Braymer for the same brand. I checked and compared a 
number of other grocery items and found Braymer prices to be at least as high on 
nearly every item and in most cases they were higher than in Washington.” 

She continued: 

“We operators think that it isn’t fair for us to work for the same company, 
do the same kind of work, work the same hours and pay just as much to live as 
other operators and be treated differently. We can’t understand why a law would 
allow this same company to treat us any differently than it does their other 
operators. 

“We all hope that you will be able to help us.” 

So you can see, gentlemen, there is no substance to the myth that it is 
much cheaper to live in a small community than in a large city. Prices at the 
large supermarkets in big towns are usually much cheaper than those of the 
corner or smalltown grocery store. Because of the fact that stores in the 
smaller towns do not stock a large variety of goods, it becomes necessary for 
residents to travel to larger cities to do their shopping. This is an added expense. 


CONCLUSION 


The Communications Workers of America, therefore, believes it to be impera- 
tive that the Congress no longer delay enactment of provisions to (1) extend the 
coverage of the Fair Labor Standards Act; (2) raise the minimum wage from 
$1 to at least $1.25; and (3) limit the switchboard operator exemption to only 
those operators who provide telephone service through a switchboard located 
in the operator’s own home. 

If we should be faced with a choice between these three areas of vital impor- 
tance, we would be compelled to temporarily exert our total effort toward the 
broadening of coverage. Extension of the minimum wage and overtime protection, 
as proposed in S. 1046, would do the most good for a greater number of 
workers. Moreover, it would go the longest way toward complying with the 
established policy of the act, as previously stated. 
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However, we do not see any justification for the Congress to fail to raise the 
minimum wage to at least $1.25 or to remedy the inequities of the present 
switchboard operator exemption. Therefore, we urge the enactment of all 
proposals contained in the Kennedy-Morse bill. 

Again, I wish to express my appreciation for this opportunity to afford you the 
benefit of our views regarding the Fair Labor Standards Act amendments. 





ExHIBIT 1 


Operating telephone company data, 1957 (latest available) 


Bell System) Independ- Total 


ent 
Number of companies in the United States_-.-- bcadbiieBa=beecbeus 123 4, 096 4, 119 
Number of telephones in the United States_-- .---| 54,241,000 | 9,380,000 | 56, 244, 000 
Number of exchanges presently exempt (less than 750 stations) -. ‘ S 950 10, = at 630 
38, 65 
Employment total (1958).....-.---.------- secithatelran ectaabdeb wens 590, 000 | 119, 000 709, 000 
Number of operators-.----- abs pak wade ihe miata 4191, 799 5 40, 000 231, 799 
Number of operators presently exe mpt-- : ane toae cate (?) 6 22, 400 (2) 


1 Includes Cincinnati & Suburban and Southern New England Telephone Co. and A.T. & T. long-lines 


department. 
2 Not available. 
3 Manual exchanges 5553; dial exchanges 3,104, (1955 data; later data not available.) 
4 October 1957. 
5 Estimated. 
® Manual exchanges only. 


Sources: 1. Company, telephones, exchange and total employment figures: “1958 Annual Statistical Vol- 
ume”’—United States Independent Telephone Association, Washington, D.O. 1958. 

2. Number of o epesics in independent companies. Statement of Harry W. Pike before Wage and Hour 
Administrator, U.S. Department of Labor, table I, Washington, D.C., Sept. 15, 1955. 


3. Bell operator data: ‘‘Earnings of Communications Workers, October 1957. ” Joint FCC and BLS 
annual publication BLS Bulletin No. 138. 
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Mr. Berrne. Thank you very much, Senator. 

I would like to stress just three points. a 

First, to submit support of the proposal to increase the minimum 
from $1 to $1.25 per hour. This committee has been, I am sure, flooded 
with worthwhile information from organizations like my own, par- 
ticularly from the AFL-CIO, and I subscribe to those cogent views 
submitted by those organizations in support of the $1.25 per hour. 

Adding only one thing, that when the law was first passed, and the 
minimum was established at 25 cents per hour, at that time the aver- 
age wage was somewhere in the neighborhood of 67 cents, and since 
that time the minimum has gone to $1, but the average wage in the 
United States has exceeded $2.20 per hour for all manufacturing. 


Therefore, the spread percentagewise between what was sought to. 


be accomplished in 1938 and 1939 and what exists today is different— 
different in that the workers of today proportionately, relatively 
speaking, are receiving less when the minimum is kept at $1 per hour. 

And from thoughtful sources in the Government, it has been estab- 
lished that a family of four, for reasonable minimum standards of 
living, require $2.25 per hour to have that standard. That is $1 more 
per hour than is being supported in the legislation now before the 
committee. 

The second thing I would like to stress is the coverage, particularly 
as it relates to retail clerks. Now, it is established that in support of 
covering retail clerks, we are not talking about the mom and pop 
store. We are not. talking about the little corner drygoods store 
that may exist in some small communities but is slowly going out of 
the American scene. 

We are talking about, and the law itself—the bill, rather—is talking 
about organizations which gross a half million dollars a year. They 
are big enterprises. 

I stress the need for covering retail clerks based upon the testimony 
—_ but a moment ago by Mr. McFarlin that in establishing wages 

or operators, they look at clerks. They do and they have looked 
at the wages of clerks. 

It becomes, therefore, in the telephone industry a question parallel- 
ing the blind leading the blind. If you can get the lowest common 
denominator to compare yourself with, that apparently becomes the 
proper one from the standpoint of the industry, that wishes to have 
operators subsidize a community, subsidize a company. 

So we are definiteiy interested in the retail clerks in these large 
department stores, and we believe that they should be covered by this 
law now because the chain store is something that has come into 
Americana’s scene since 1938 at a much more rapid pace than it had 
come into the scene prior to that time, and that these clerks now, hav- 
ing been denied the protection of the law for so many years, are in 
effect placed in a secondary citizenship category. They are partic- 
ularly germane to our thinking because of the comparison which Mr. 
McFarlin, the previous witness before this committee, has stated that 
the telephone industry management makes when they pay wages to 
their operators. 

My third point is the telephone operator who is now exempt. 

I am glad to hear that in the year 1959 the girl we are now talking 
about is middle aged because in 1939, and as late as 1953, the telephone 
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operator — by the present law was a young girl who lived 
at home, who had chickens, and spent most of her time tending to 
the chickens. She sold the eggs, and she was an operator just as a 
sideline, for kicks. 

And that was the testimony of the industry. That is in the record 
of the same Labor subcommittee that we now appear before. 

So, in 1959, she is a middle-aged operator who is hanging on until 
technology and automation and the skills in the art catch up with her. 

I say in all sincerity that it is wrong to cut the cloth to fit some 
sort of an argument that does not in any way, shape, manner, or form 
touch reality. We are talking about people who are young, who are 
middle aged, and who are old, who must work for a living for one 
reason or another. They are married, they are single, they are 
widows, and they must live. We are not talking about telephone 
operators who work in this small company that was denied and 
is always described to this committee. 

We are talking about the “small” company such as the United 
Telephone Co. of Missouri. That is a small company with 700 tele- 
phones in Appleton City, with 370 telephones in Craig, Mo., with 667 
telephones in Fairfax, with 700 telephones in Richland, and 475 
telephones in Waverly, where the operators’ starting rates are 80 
cents an hour or 20 cents below the present minimum. 

Now, although these operators in these small exchanges, small 
companies, get to a dollar, it takes them 3 years. The United Tele- 
phone Co. of Missouri, together with its twin sister, the United Tele- 
phone Co. of Kansas, both of which are under the direction of a single 
management, owns and operates 103,000 telephones in 159 central 
offices. 

This small company that you hear about in Waverly, Mo., where 
there are only 475 telephones, operates 61,000 telephones in 83 central 
oflices. The total plant investment of this United Telephone of 
Missouri and its twin sister in Kansas, as of December 31, 1957, the 
latest figures we have available, was $17,071,455. Their combined 
operating revenue for the end of the year of March 14, 1959, the 
latest we have available, was $5,907,325. 

And they actually employ in all of these holdings 1,100 people. 

Now, you hear about the United Telephone Co. of Missouri operat- 
ing in Waverly with only 475 stations and we get the image of a small, 
little company operating in maybe some small, little hamlet. That 
picture becomes deceiving because the full picture is not told. And 
when someone says there are only 475 stations, or when somebody says 
there are 1,600 exchanges, as was said today, 1,600 exchanges with less 
than 750 stations, how many companies own the 1,600 exchanges? An 
exchange is a building, not a company. Several exchanges could be 
owned by the same company. I don’t know if the 1,600 exchanges are 
owned by 1,600 companies, 2 companies, 1 company, 50 companies, 
or how many own it and what companies they are. 

Some of them could be owned by the A.T. & T. because they own 
exchanges that have less than 750 stations. There is not any part of 
the Bell System where CWA has contracts where they have taken 
advantage of the law. They can. Legally they can, leaving this 
union only its economic strength to fight them with. The law is on 
their side. They have not done it with CWA. I do not know if they 
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do it in the nonunion field, or with unions other than CWA with whom 
they may have contracts. 

But the point is, the A.T. & T. Co., a “small, little” company that 
operates in Paterson, N.J., which is a small city, also happens to 
operate all over the United States. They could, under the present 
exemption, pay less than the minimum. In the 1,600 exchanges that 
were brought before the committee’s attention, if only one company 
owns the 1,600 exchanges, they can pay less than the minimum. 

That, I say, in America, 1959, is wrong. Now, the old saws are out 
again. By that I mean the saws that play a record, because if you 
raise this minimum for the small, little companies that are always 
going out of business, and never have, you will force them to dial, and 
that is bad, it is suggested. 


I would want you to know that our experience is that they have been | 


converting to dial as rapidly as they can get the money to do so and as 
rapidly as it becomes efficient financially. 

I know of no single case where any decision to go to dial or not to go 
to dial was based upon whether person number one would be employed 
or laid off. And there sort of creeps in a contradiction in this scare 
that you are supposed to receive when they say they are going to dial. 

The contradiction is they tell you that they will convert to dial and 
these middle-aged women will be laid off tomorrow—these kids of yes- 
terday who grew chickens, who are now the middle-aged women of 
today—they will be laid off tomorrow, if you go to try to get them a 
decent wage, rather than next week when they will be converting to 
dial. 

That is testimony that was given this very afternoon. It is testi- 
mony that has been given before. The Communications Workers of 
America speaks for the people in the smaller towns because we have so 
many of them as members, and they welcome the dial, welcome the 
technological improvements, and we believe that no operator, and we 
believe the policy and law of the United States should be that no op- 
erator and no person, should receive less than a decent wage or dudlt 
be required to subsidize a community or a company through its wages. 

The dial which will replace manual operations becomes a very wel- 
come thing for the community and for the person. It is no argument 
to say now, today, we will not pay them even $1 less than a decent mini- 
mum wage as established by ts. figures. We will not even pay them 
a dollar an hour, much less a dollar and a quarter am hour which is 
now being sought, and is also below that which is neeessary for a de- 
cent minimum standard of living. We have found that we will lose 
subscribers, 

I would like to read for you—this was quick getting this out because 
the pattern of the testimony became the same, but I thought the op- 
portunity, Senator, to sort of get the countervailing arguments right 
in the record after Mr. McFarlin might be helpful to the staff and 
the committee as they study this thing, because we have the picture 
of this small rural community hanging on economically by a thread, 
where the small rural company is just sort of holding its own, and 
where rural Americana more or less has the horse and buggy still 
running around. 
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Almost 13 years ago a past president, Mr. McFarlin’s predecessor, 
Mr. William C. Henry, also from a small company, said this, and I 
quote him : 

The standard of living of the inhabitants of the small villages and rural sec- 
tions in this country has been raised tremendously during the last decade. These 
people have automobiles, tractors, airplanes, electric lights, refrigerators, and 
radios, and they want modern, up-to-date, and thoroughly reliable telephone 


service. Furthermore, they have the money with which to pay for the cost of 
modern telephone service. 


End of quote of Mr. Henry, past president of the Independent Tele- 
phone Association. 

I believe from my experiences that Mr. Henry’s views are the closest 
to reality today. The small town does not want that widowed oper- 
ator, who needs this income, to subsidize their telephone service with 
low wages. They just do not want it. That is contrary to every con- 
om of the American person ever painted by anybody. 

Ve know from our own experiences that the telephone subscriber 
is willing to pay a fair rate, established by a commission, for the 
telephone service, the service that will be given by an operator who 
is receiving at least the minimum wage for oe work, 

There are other contradictions that I don’t want to pile onto the 
committee. They are in my prepared statement which the committee 
will be able to use. But operators work next to clerks in some towns. 
The clerk is covered by the law. The operator is not. In the pattern 
of wages in the telephone industry, the clerk receives approximately 
the same as the operator except in the smaller exchanges of big com- 
panies where the operator is exempt and where a company wishes to 
take advantage of the law by paying less than the minimum wage. 

Finally, let me say that it is hard to believe that there are people 
who have expressed themselves as being satisfied with wages which 
are below this minimum, for in previous testimony before this com- 
mittee in previous years, we have come with girls from the small 
towns who are exempted who told their story voluntarily. 

I would not oe to say that all of the operators in all of the 
exchanges which are presently exempt are dissatisfied. I will, how- 
ever, say that all of the testimony, all of the evidence, all of the facts, 
rather than any self-serving statement, suggest to me, and should 
to this committee, that the operator receiving less than the minimum 
wage is now, has been, and I believe will be, as she gives further 
testimony, dissatisfied with second-class citizenship forced upon her 
by a law whose history is that she was not exempted, whose history 
1s that the first amendment to that act was to exempt the operator, 
the only new exemption that stood for many years, and she has been 
dissatisfied and so testified before this committe. 

All the documentation is that she is dissatisfied and I believe if facts 
could be found about those working in the industry and these places 
where we cannot reach as a union, that the same dissatisfaction we have 
found would be there. 

I want to express my very sincere thanks, Senator Williams, for 
the opportunity to present this viewpoint of the Communications 
Workers of America. Thank you for your great patience with me. 

Senator Wii1t1aMs. Well, there was no patience necessary, and we 


certainly appreciate your very enlightening and very clearly stated 
testimony. 
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I do have one or two questions. 

The present exemption, I think it should be reiterated, runs to an 
exchange which is not necessarily a company, by any means. One 
company can own an exchange or many exchanges. But the exemp- 
tion runs to the employees within an exchange. Is that correct ? 

Mr. Berrne. That is correct. 

Senator Witir1AMs. I wonder if you have any idea as to the num+ 
ber of small exchanges presently exempted from the act which are 
owned or controlled by a company that is larger than that exchange 
or by a company that is owned by a holding company? Does this 
occur ¢ 

Mr. Berrne. First, it occurs. That is one of the things we take 
great exception to. How many such exchanges there are in the 
United States I don’t know. It is not in my prepared statement. It 
is in none of the facts I have with me at my fingertips. I don’t know 
if my research department could develop that figure, but I shall cer- 
tainly try to find out how many exchanges there are. 

I would accept Mr. McFarlan’s statement that there are 1,600 such 
exchanges. But how many of them are owned by the different com- 
panies I do not know. Our research department may be able to find 
out or the industry itself could provide that information. 

Senator Wiu1ams. Well, Mr. McFarlan’s testimony is that there 
are 10,000 exchanges, I believe, owned by 3,800 independent com- 
coe So this gives us some appreciation of this. But we don’t 

ave the full picture on the ownership by a company of many of these 
exchanges. 

Mr. Betrne. No, we do not, Senator. 

Senator Wiit1ams. I wonder if you have any though or opinion 
on something else that runs through my mind. I have heard it said 
that during the depression of the thirties, the telephone was one of 
the first things that people did without when cutting back their ex- 
penses. We have been in a recession recently and there are still mil- 
lions who are still in a serious recession, and I wonder if the telephone 
hasn’t become more of a necessity these days rather than a luxury 
that is the first thing cut off when the family gets in trouble because 
of unemployment. 

Mr. Betrne. It certainly was proven to be a necessity when during 
this recent, if you will pardon me, what to me is an Eisenhower re- 
cession, the number of telephones kept going up. A greater number 
by a million or a large fraction of a million new stations—telephones 
are called a station—during this period of decline in late 1957 through 
1958. The industry as represented by the independent companies 
and by the A.T. & T. had a wonderful year dollarwise during that 
recession. As a matter of fact, in 1958 the $853 million net profit 
after taxes made by the A.T. & T. was the largest dollar profit of any 
corporation in the whole United States of America, bar none. That 
was 1958, that same depression year, so you can get some idea of how 
much of a necessity the telephone has become. If it would be per- 
missible, I would put in a plug that we are happy that people are 
finding it necessary to have extensions in different rooms. It is a 
convenience to them. It will save them from heart attacks which 
is the second largest killer we have in the United States. It will save 
heart attacks when there is a telephone close by that you can pick up 
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and save steps. That, of course, helps the industry expand and we 
are forthat. You see, we are for a healthy industry. 

All of these smaller companies, the 3,000 smaller companies, we 
would want them to expand. The trade secret, however, even for 
a smaller company, is this. When you are in a smaller community, 
in an area where the exchange has less than 750 stations, and let us 
say it is in the State of Iowa which was commented on earlier today, 
and you call your home in New Jersey, you will pay exactly the same 
amount for having originated that call in Iowa to New Jersey as 

ou will if it were your wife calling you from New Jersey to Lowa. 
he price you pay as the subscriber is exactly the same. 

The independent company connects with the Bell System. They 
sit down every once in a while to negotiate amongst themselves as to 
what will be the kickback to that independent company for only 
having taken the initial founding of your call and having the millions 
and billions of A.T. & T. equipment carry the call for them. They 
negotiate that and the kickback is substantial, and I don’t use “kick- 
back” in its bad sense. It is the proper cost, but a negotiated cost 
between the two managements of the two companies, and so there 
comes revenue to these small, little companies with less than 750 
stations in that small town which doesn’t appear in calling Farmer 
Jones to tell him that the cow has left the barn and he should go 
after it. 

Senator Wiiu1aAms. Where are those interstate rates determined ? 

Mr. Berrne. The interstate rates are determined by the FCC. The 
intrastate rates in some, I think it is 44 States, are determined by 
State commissions and the other States—and don’t hold me exactly to 
the figure 44; it might be 45 that have State bodies—but the ones that 
do not are regulated county and citywise. 

Senator Witt1ams. The FCC establishing those interstate rates, I 
would assume, uses the high cost part of the industry, the big industry, 
A.T. & T. costs as a basis for return. 

Mr. Brrrne. A.T. & T. is the only one who has long lines. 

Senator Witx1ams. One other question, if we could look at it briefly, 
Mr. Beirne. 

In your prepared testimony you deal with certain comparisons of 
cost figures, city and rural. Is that correct? 

Mr. Brrrne. These are the cost figures of food products actually 
found by one of the middle-aged operators in a small town. This is 
an extract that I have here of the testimony of Mrs. Garnet Rathbun 
who comes from Braymer, Mo. She actually found these as a house- 
wife and mother. These are the exact costs as she found them. 

Senator Wirtiams. I haven’t read it too closely. The conclusion 
was that the cost was comparable? 

Mr. Brrrne. Very close. I wouldn’t go so far as to say comparable, 
Senator, but very close on the most needed items in the household. 
And most of these deal with food and deal with the kind of staple 
foods that are used in the small town as well as in the larger town. 

Senator Wixi1ams. Do you have any comparison of prices on dura- 
ble goods or rents or utilities ? 

Mr. Brerrne. We do not have them in our statement, but we certainly 
could get such comparisons if the Senator is interested. 
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Senator Wixuiams. I think it would be helpful. Your testimony 
and the statement of Mrs. Rathbun deal with soft goods and it might 
be helpful to fill the picture out with the hard and durable goods if 
it is possible. 

Mr. Berrne. We certainly will do that. 

Senator Wiiu1aMs. I don’t have anything further. Thank you 
again very much for your competent testimony. 

Mr. Berrne. Thank you. 

(The supplementary information was later submitted for the record, 
as follows:) 

COMMUNICATIONS WORKERS OF AMERICA 
Washington, D.0., June 11, 1959. 
Hon. JOHN F. KENNEDY, 


Chairman, Senate Subcommittee on Labor, 
Senate Office Building, Washington, D.C. 


My Dear SENATOR KENNEDY: During the course of my testimony on May 14, 
1959, before the Subcommittee on Labor of the Senate Committee on Labor and 
Public Welfare with respect to proposed amendments to the Fair Labor Stand- 
ards Act, the acting chairman, Senator Williams, requested that I provide for 
the committee’s consideration (1) the number of small telephone exchanges that 
are presently exempt from the act which are owned or controlled by a company 
that is larger than that exchange or by a company that is owned by a holding 
company; and (2) a comparison of prices for durable goods or rents or utilities 
found in small communities and in larger towns or cities. 

(1) CWA does not have any data available to it which would enable me to 
answer the first inquiry. However, I believe the committee may be able to 
secure this information from the U.S. Independent Telephone Association, at 
least with respect to that organization’s members. In addition, the American 
Telephone & Telegraph Co. should be able to furnish the necessary information 
with respect to the number of Bell System exchanges that are presently exempt 
under the act. 

(2) In connection with the second inquiry, I have received a number of 
newspapers from small communities in Missouri, Kansas, and Nebraska. I had 
hoped to find in these local papers some advertisements for durable goods with 
which a comparison could be made of the same items in the larger cities close 
by. However, as a general rule, these papers advertise only food prices. 

In order, therefore, to at least give the subcommittee an up-to-date compari- 
son of food prices, and to further substantiate the fact that the cost of living 
in small towns with less than 750 telephone stations is not much different than 
the cost of living in the large cities, the examples noted in exhibit A, attached 
herewith, are quite significant. You will note that the prices in the small town, 
without exception, are higher than they are in Omaha for the identical quantity 
and quality of food items. The examples given are very much representative 
of other localities as well. 

In a further effort to assist the subcommittee I am also submitting herewith 
exhibit B which is a comparative study made by the State of New York. It 
reveals that the cost of a comparable standard of living does not appear to be 
directly related to the size of a community. You will note that the cost of 
living in the 2 towns with less than 10,000 population is higher than it is in 
Jamestown which has over 40,000 inhabitants. Also, in Glens Falls, a city of 
20,000, the cost of living ranks second highest in New York State, and is only 
$5 less than in Rochester, which has a population of over 330,000. 

I might add at this point that whereas the newspaper advertisements which 
have been :sent to me do not reflect durable goods prices, it is common knowl- 
edge that the large mail-order houses, such as Montgomery Ward and Sears, 
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Roebuck, do a tremendous business throughout the country, particularly in the 
rural areas. The mail-order prices vary only with respect to postage charges. 
Regardless of location the price charged for a specific item is identical. More- 
over, the local merchants in rural communities are in actual competition with 
these mail-order houses, consequently the prices in the local stores will not vary 
a great deal from those charged when ordering from a catalog. 

I believe the committee would benefit from a reading of exhibit C which is a 
photostatic copy of an unsolicited letter I received from one of our operators in 
Downs, Kans. This operator points out a deplorable situation as it relates to 
the present exemption in the Fair Labor Standards Act. Her employer is the 
very same United Telephone Co. of Kansas about which I spoke in my appearance 
before the subcommittee on May 14. This company operates about 75 exchanges 
in the State of Kansas alone, yet it pays subminimum wages to its operators 
simply because they work in a town that has less than 750 stations. 

Whereas I am unable to furnish a comparative price study of durable goods 
or rents, exhibit D does provide such a picture of natural gas rates in the State 
of Nebraska. You will note that the annual cost of natural gas is considerably 
higher in the vast majority of small communities when compared with Lincoln 
and Omaha. 

I would like to take this opportunity to once again urge the removal of the 
unjust exemption relating to telephone switchboard operators that is presently 
contained in the Fair Labor Standards Act. 

Very truly yours, 
J. A. Berrne, President. 
EXxHrsBiT A 


Comparison of food prices 


| Craig, Nebr. (42 miles 
northwest of Omaha; 

| | population, 384): 
Frozen lemonade (Sunkist) 6 ounce can... _..---- | OO eas . $0. 58 | CO iscanke 


Item | Omaha, Nebr. Small towns 
| 
' 
| $1. 1.00 
| North Bend, Nebr. (50 


| miles northwest of 
Omaha; population, 906): 


ih detail cel cael 4 gallon jug gt eae v4 gallon jug_...- $0. 33 

oo 8 eee Fc inccceaind 59 | 1 pound.....-..-. . 69 

Wieners (Falls City brand)-.......-..-.-.--.---- So ccen cae "39 | 2 pounds.-....--. . 98 
| Se ribner, Nebr. (45 miles 

northwest of Omaha; 

population, 913): 

Surfine pineapple-grapefruit drink, 46 ounce can_.| 4 cans_--....-.-.-.- 1. 00 | We iting na 

Charmin facial tissues_..............--------.--.. IB 1534.25. dabe 78 | : Ap bias disccaad : 00 

DE CE cainicen astanisbaen atcnchevanleeattt MRS ctw ecuse ict 92 | 


bis callie metic 1.00 

| Ps. 5 Nebr. (42 miles 

northwest of Omaha; 
— 1,914): 





430). (RB odes 
. 83 3 al ed 92 
95 ae. creneuecin 1.08 
GUE neers ccccs 
6 ounce jar. ....- 89 
32 Package...-..-..- 
29 1 pound pack 35 
age. 
69 | Large can.....-.- 79 


Source: May 21, 1959, newspaper advertisements in respective cities. 
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ExuHrsit B 


Annual cost of adequate maintenance and protection of health of a working 


woman living as a member of a family, New York State and by community, 
September 1955 




































































| Out- | Population of 10,000 and over (except | Population of 
New | New | side New York City) under 10,000 
Item York | York | New = ae ee 
| State | City | York | 
| City Buf- | Roch-| Bing- |James-| Glens | Nor- | Car- 
| falo | ester hamton| town | Falls | wich | thage 
ee hanna C - —! ; dinate ms -| i: -| - 
OEE cn cctincian ae $2, 588 | $2, 609 $2, 542 '$2, 563 $2, 660 | $2, 540 |$2, 417 $2, 655 |$2, 466 | $2, 440 
Total goods and services_-_--.| 1, 866 | 1, 880 | 1, 836 | 1, 850 | 1,914 1, 834 “1, 753 1, 910 | 1, 784 | 1, 767 
sieiettetendiieas lh eesaceniillaainate etait cians . sone iitiplinie — } 
Housing, including fuel | 
ene tigeen cc ...2) «6 219; 253) 256; 275 245 | 217) 298 239 232 
NO id clare cmckite | 432| 439| 419] 413] 437) 428] 413| 424| 414] 400 
Other household  ex- | | | 
IDs. laticicesdcesnone 236 231 | 245; 243 | 259 240 226 270 | 235 230 
Re O85 Sk on sk he cee |} 352 353 | 348 | 348 | 361 346 341 349 343 343 
Clothing upkeep. ---.---| 25 | 23 | 29 2 | 33! 26) 32 26 28 29 
Personal care........----|, 70 72 | 66 | 64 | 71 | 64 68 68 | 67 59 
Medical care-._-_- 110 111 | 110 116 110 112 105 114 98 107 
Leisure time activities. - 204 | 213 | 188 184 188 183 | 195 193 182 189 
Other living essentials... 205 219 178 | 198 180 190 | 156 168 | 178 178 
Federal income tax....--.-.-- 346 350° 337 341 359 337 sy | 359] 323 319 
| 
State income tax...-.....---- 25 | 26 | 24 | 25 | 27 24 27 | 23 22 
PDB Sitter caiinctone 92 92 | 91 91 OF 91 87 93 89 88 
NE cthicineisieciiccednnnn | 250} 261 | 254] 256 266 254 | 242 | 266 | 247) 244 
' 1 | 


Source: Cost of Living for Women Workers, New York State, September 1955; State of New York, De- 
partment of Labor; Division of Research and Statistics; Publication No. B-85, February 1956. 


EXHIBIT C 
Downs, Kans., May 25, 1959. 
J. A. BEIRNE, 
President, CWA, Washington, D.C. 


Deak Mr. BEIRNE: I am forwarding to you the latest edition of our weekly 
newspaper of the city of Downs, Kans., and would also like to voice a few com- 
ments on behalf of the operators here at Downs. 

We are a toll center for Osborne, Kans. (county seat), Portis, Kans., Tipton, 
Kans., Alton, Kans., and part of the Cawker City, Kans., work. We have 652 
local stations, an average 245 toll calls per day; this, of course, greatly increases 
during harvest time. We have 27 toll circuits; besides answering many incoming 
ealls. We also dial the numbers for Beloit through switches to Esbon, Lebaron, 
and Smith Center, Kans. 

Our chief complaint is that we are paid less than the minimum wage here, 
when our tributary, Osborne, is receiving more money because she has more than 
750 stations. It isn’t just nor fair to us, when we are doing her long distance; 
also taking her coin collections; which was recently added to us; when I know 
we are doing more work for less money than she is receiving. 

We would greatly appreciate a raise and we sincerely appreciate your help. 
Hoping that this situation can be remedied in the near future, I am 

Yours truly, 


VERA ROSE PETERS, 
Union Steward of Downs for Communications Workers of America. 
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Exuisit D 


Natural gas rates in Nebraska 





























1 Number of | ? Annual Cost per 
Town telephone amount 1,000 cubic 
stations feet 

RUG: 65223045 ae Lup Pacdduindeeaonne Soba detauainaee 328 $183. 30 $0. 975 
DITA, 4 cbs donee eet ano tébenccsengehticaiesh ete 634 183. 30 .975 
ER we dccincacbhitipetenttscage et aeiiaeia ee 1, 152 156. 20 . 831 
PO a hae odd badd octane s eobddbccndans ak dadeaaieen 452 156. 20 . 831 
Bot, a cask ins haan andporkbut eemaaitaualnaee 5, 941 183. 30 . 975 
I aii a cn haste cagace eee’ do kpadede ut sbcbwcaddcadamcuusen 491 197. 53 1.05 
iC pis cata +b adtbatliicel maggie Bépwatebuionees an 1, 908 183. 30 . 975 
SEIN dehy dn ca nn aipconcomnrn oma dite peanpesnedcaae ume oe &, 725 181. 42 | . 965 
Courtland - - : jt0os) ht Sh oe el aes 236 183. 39 | .975 
aes wit aald sich ciienstv nde Carbo Daan ws celica aint aiitiecaplaens Giants 403 183. 30 .975 
David City_._.__- Siutdhddudaatantidibadeau txekaens dente | 1, 316 183. 30 .975 
Se ee Se Pe ee ee ae Se ee | 363 183. 30 975 
PIII G ston a cat sd Gado kacwekwcelanme merce sin pation 294 183. 30 .975 
ORNL. wi 5ct oe bh l pete dd beh nc abaeeethae a Shs died cahabiebieds 210 177. 80 . 946 
BIE cB ainda basen ndorns bk cendeiashinses Sd a 344 156. 20 . 831 
PELs od sda dv deh 1G sachet bbcde cddventi weaned ebb hawne 658 183. 30 . 975 
Hooper. - we wn oxwrasdlare ore geal eacne ack veneeeniee Hi aidiste beeen 745 190. 60 1.014 
JOO 2555554 singin see See aad ae aed 110 156.20 | . 831 
NOE 5 £555 ci boo chin etsy iebinccgenbtddckand st arbbsabeke 63. 098 159. 25 . 850 
RE ehecig ci ceibdincshagidins scale Shenathadomann alt ia cata 592 156, 20 . 831 
WE i ccihichhncidacntascidiachintdediaid kubaddas ddaaibiletcha tee 230 197. 53 1.05 
ee re ee ee Oi aii i ia a le a 732 183. 30 -975 
Nath sks ee es ep aeeeae AS 212 156. 20 | . 831 
OPI BP cetka ng an nits cgeihnaidyeetet élebbhnbecadseles. 622 177. 80 - 946 
Gila: i toecsn ws satan Gan cal a ipod mantels ata igs dacs kone diate eae 356 177. 80 . 946 
CUS Sib eo icite Sie SO Ja a ea ae 137. 41 . 731 
| Se STS A a A | 674 183. 30 - 975 
Ps hiss cece cectladesccatdibaan Wescsenesde cae 251 156. 20 . 831 
PEO 5d5 5 a cwedtinndhcph a vey cacti iddetee dak aed eenees 252 183. 39 .975 
REET SERRE hc can so nv ncken sop econ eeanaudneeaksunogeceseme 303 | 183. 30 - 975 
Cpr ces a ae i oe a ee a | 566 190. 60 | 1.014 
I ho hao a cis ata nigscaie genuine adbcsd peti wtenaaaneaes 432 183. 30 . 975 
NNIOINORE oo whet cd ccc dae sdectdad tacescucacuatnouceeneseet 242 183. 30 . 975 
Ne oa sb date oe bene cock bccsensguaine~ ies Bepeeenn 377 | 156. 20 . 831 
UE SG bad caeceanstadbdinek decks haesauedandendmceod 263 | 156. 20 . 831 
Tecumseh. .......5..%.. heidi ts Lak te. ee ee ak 1, 202 156. 20 . 831 
UVehling......-- dibs cn dctcasbabune stake denesieauaatenmedas 206 156. 20 . 831 
EB Ade Sn tkwk dhe ate donde ven Menkes Suawnnhbacouke 264 183. 30 . 975 
I en as eee a 347 | 197. 63 | 1. 050 
I WR one oon aso ee cee gandes coeea ba Guba 610 156. 20 . 831 
Wider: 4.5.23, Sige Sa eke beet corde Boge i Wels 8) oes 688 | 183. 30 - 975 
WY SID ds ck ce cid od a ok woes diets cceeat aah ea eee 1,055 | 56. 20 . 831 


1“Telephony’s Directory, 1959.’ 


? The average annual amount is base? on the consumption of 140,000 cubic feet for space heating and 48,000 
cubic feet for cooking, water heating, and clothes drying. 


Source: Developed by Northern Natural Gas Co. from rate schedules provided by the American Gas 
Association Rate Service. 
Mr. WituraMs. Our next witness is Mr. John J. Riggle, secretary, 
of National Council of Farmer Cooperatives. 
Step forward, Mr, Riggle. We will be happy to receive your 
testimony. 


STATEMENT OF JOHN J. RIGGLE, SECRETARY, NATIONAL COUNCIL 
OF FARMER COOPERATIVES 


Senator Wittiams. You may proceed, sir, in anyway you choose to. 

Mr. Rieetr. Mr. Chairman, this is a six-page double-spaced state- 
ment and I suspect that it will save time—five pages, rather—by read- 
ing it directly into the record. 

enator Wixi1aMs. Very well. Thank you. 

Mr. Ricete. I am John J. Riggle, secretary of the National Council 
of Farmer Cooperatives. The council is a conference organization of 
some 128 federated regional and State farmers business associations 
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comprising some 5,000 local associations which market products and 
purchase farm production supplies from some 234 million farmer 
members. 

These local associations in most cases operate in and participate in 
the economic life of rural communities. x rural community is a com- 
munity where the dominant economic motive is buying agricultural 

roducts, selling agricultural equipment and supplies and financing 

arm marketing, purchasing and services, and servicing farm people 
and the people who service agriculture. It may be large or small in 
area and in population. The wholesale and processing activities of 
the central organization are quite often located in transportation 
centers and operate in and participate in the economic life of com- 
mercial and industrial areas. They are subject to the regulation 
influence and/or competition in those areas in the various phases 0 
their operations. There are, however, major processing and service 
facilities which operate in the rural communities whose operations are 
adjusted to the local economy of such communities. 

T he proposed legislation would establish urban industrial wage- 
and-hour standards in key stores and service operations in rural com- 
munities. There are many branches of retail stores and service agen- 
cies operating in essentially rural communities which do $500,000 in 
annual gross business and otherwise come under the specifications pro- 
vided in S. 1046. In addition there are in most farm communities 
sizable independent retail and service businesses which are warp and 
woof of the rural economy which come within the requirements of 
the bill, such as implement dealers, fuel handlers, and general mer- 
chants. As pertinent to the effect of raising the minimum wage of 
$1.25, I wish to incorporate by reference statements we have made 
before this committee on May 3, 1955, and on March 11, 1957. In 
the first statement we included exhibits to show the effects on costs 
on a farmer cooperative operating in a rural community as differenti- 
ated from the minor effect on costs of a farmer cooperative operating 
and adjusted to an industrial economy when the minimum wage is 
increased to $1.25. 

By the way, that material showed that, whereas the requirement of 
& minimum wage of $1.25 would increase the labor costs of the farmer 
cooperative in the metropolitan area by 2.5 percent, in the rural areas 
that would be somewhere between 19 and 90 percent, the costs of 
labor and the costs of operating the services in the rural community. 

However, much of these enterprises have intersales and purchases 
among themselves and the people who staff them, and those who serv- 
ice them, the cost of doing business are added to prices, and finally 
are funneled along to producers as marketing costs or the cost of farm 
production services and supplies and the cost of farm living re- 
quirements. 

Because costs incident to services and sales have to be and are in- 
cluded in and passed along in price and costs incident to purchases 
or rather production, of farm products are deducted from price in 
order for the concern to stay in business. Call this administered 
ote. or whatever, it is established American business practice. 

hen it fails as in times of distress, business fails. And it can be 
abused, by individuals or in concert. 
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Except for the farmer. He cannot pass his costs along to anybody 
because he operates in a separate Adam Smith economy in which he 
yays what he is asked for his purchases, and takes what he can get for 
fig roduct in the so-called free market. He absorbs the costs of 
producing, transporting, and distributing his farm equipment, farm 
supplies and household and family needs, and absorbs the deducts for 
cost. of assembling, packing, elevating, transportation and marketing 
his product to the wholesale level. 

Not. only will any wage-and-hour regulation projected into the 
rural community be reflected in farmers’ living, production and 
marketing costs through the cost of supplies and services, but b 
competition the wage rate of farm workers will move in line wit 
those of business and service in the area, and add to his costs. Compe- 
tition of urban wages has moved rural community wages upward, so 
that from this force of competition, farm wages have advanced in the 
last 10 years from 445 percent to 620 percent of the 1910-14 average, 
a period of relative stabilization in the economy. 

In order to reduce the impact of current cash expended for wages, 
he has reduced his hired labor force from 2.25 million hired hands in 
1949 to 1.66 million hired hands in 1959, and kept his wage bill even 
at about $2.9 billion, but in order to do so has added about $10 billion 
worth of high priced farm machinery and equipment and new build- 
ings and stepped up his annual depreciation from $2.4 billion to over 
$4 billion. A large share of this added capital expense went for in- 
dustrial labor incident to equipment and supply manufacture, which 
in the implement industry rose from $1.60 to more than $2.50 per hour 
in the 10-year period. 

In order to participate in the so-called technical revolution he spends 
$7 billion per year more in 1959 than 10 years ago and borrowed $10 
billion more, and his net income has consistently declined over the 
period although his gross cash income has increased close to $5 billion. 

It is pertinent to note that in the base period of 1910-14 and again 
in the 1947-49 period the cost of farm production was from 60 to 65 
cents per dollar of products sold by the farmer. These were periods 
of relative stability in the U.S. economy. In 1932, it cost the farmer 
94 cents to produce a dollar’s worth of products. Costs were low but 
prices were lower in the great depression. It is notable that since 
1947-49 the cost to the farmer of each dollar’s worth marketed has 
risen to 80 to 82 cents and still going up. This is both in the realm 
of costs and price of farm products Somane the costs have risen and 
the price has declined. 

One of the important costs of farm production supplies and deducts 
from the price he receives is the bil] for transportation. Four out 
of every five head of livestock is hauled to market by truck, 74 percent 
of butter, 100 percent of shell eggs, 100 percent of live poultry, 95 
percent of dressed poultry, 75 percent of annual animal products, 57 
percent of fruits and vegetables, a total of 55 percent of all agri- 
cultural products are hauled by trucks. Twelve percent of the cost 
of foodstuffs is for transportation. 

Wages take about 55 percent of the gross revenue of the trucking 
industry. Agriculture supplies approximately 11 percent of the 
tonnage of the trucking industry. If the trucking JR asa is placed 
under maximum hour regulation, as proposed in this legislation, 
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it is estimated that the agricultural truck freight bill will be 
increased by 10 to 14 percent—another deduct from receipts from 
marketing, and an added cost to the bill for farm production supplies. 
Because the farmer, both on input and output, is the residual receiver 
of agricultural income after all the suppliers and handlers and their 
employees have taken their cut. 

Our reasons for opposing the provisions of the bill which would 
strike clause (3) of subsection (6) of section (7), and striking sub- 
section (e) of section 7 are in this area of opposition to penetration of 
the rural economy with more administered, fixed costs, which come 
out of the pockets of the farmers as deducts from prices received. 
Until the farmers are organized and protected in their ability to 
control the marketing of their products so they pass the costs along 
to the handlers of their products, they are going to continue to absorb 
the inflation in the wage-price spiral, generated in the industrial and 
commercial centers. 

As compared to 10 years ago the farmers are absorbing annually 
approximately $4 billion in additional deducts passed back to them by 
the handlers of their products, as well as another $4 billion added 
costs charged to farm production supplies by various industries, trans- 
portation and services. This is further evidenced by the fact that 
farm prices have declined from 106 percent of parity to about 82 
percent of parity in the 10-year period. 

In order to, in some measure, protect the rural community economy 
from encroachment of industrial inflation, we urge the committee to 
approve the Stennis bill, S. 1874, or similar legislation which would 
set up congressional standards for the area of production. The 
administration of this provision in the existing law has been a spear- 
head of penetration of the rural] economy with the industrial concept 
of prices and wages to be absorbed by agriculture. 

The delusion of stability in the economy in the last 10 years has 
been accomplished by the gradual deflation of agriculture in the face 
of industrial, commercial, labor, and Government inflation. We believe 
that this is a manmade situation, fostered by Government policy in 
many fields, incident to the aftermath of war. But with the purchas- 
ing power of the dollar down 15 percent since 1947-49, at which time 
it was worth about 50 percent of the 1940 purchasing power because 
of wartime economics, we believe it is no time to officially peg the 
inflation to date to encourage embarking on a new surge of rising costs 
and prices. That is what this bill will do—it will in effect validate 
accomplished inflation to date, manifest in rising costs and prices. 
We believe it is time for the consumers to get a break in costs, and the 
benefits of so-called technology and resultant productivity, in the face 
of abundant supply of goods on all hands. That will contribute most 
to stabilizing the economy where abnormal trends are very evident in 
cost of financing, distribution, our loss of gold, export trade, and 
mounting taxes and erosion of agriculture and dollar purchasing 
power. : 

Senator Wiit1AMs. I want to thank you very much, sir, for this 
informative testimony that you present in your capacity as representa- 
tive of the National Council of Farmer Cooperatives. 

I do not believe there are any questions at this time; thank you. 
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Our final witness at this afternoon’s hearing is Mr. William E. Dunn 
assistant executive director, the Associated General Contractors of 
America, Ine. 

Mr. Dunn, I am glad to welcome you here before this subcommittee. 
I understand that 1t was your desire to submit for the record the pre- 
pared statement you have brought (see p. 780). You have some com- 


ments, I am told, too, on the particular situation in Alaska, is that 
correct ? 


STATEMENT OF WILLIAM E. DUNN, ASSISTANT EXECUTIVE DIREC- 


TOR, THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, 
INC. 


Mr. Dunn. Yes, Senator. We appreciate this opportunity to pre- 
sent the statement of the Associated General Contractors of America, 
Inc. 

My name is William E. Dunn, assistant executive director. I would 
like to highlight a couple of situations in this statement that are in 
effect now. One has to do with the subsistence problem in Alaska and 
the fact that the current bill, S. 1046 has a section that deals with 
subsistence. 

Senator, we would like to point out that at the present time, there are 
labor agreements made between the AGC of Alaska, one of our 125 
chapters, and the various labor organizations in Alaska, which agree- 
ments provide for room and board to the workmen who go in these 
isolated areas above the Arctic Circle and on the Aleutian Islands. 
This subsistence is in addition to their hourly wages that are nego- 
tiated, and the labor agreement provides for the wage rates, and the 
overtime—-the overtime is based on time and a half the negotiated 
rates for hours after 40, and double time for certain days like Satur- 
days and Sundays—but what has happened is a situation where the 
wage and hour office has taken this room and board that is given to 
these men in the isolated areas and incorporated that into and on top 
of the negotiated rate, and has told the contractors that they must 
pay, not time and a half on the $5 an hour the negotiated rate, but 
something in addition to that, which is arrived at by taking the sub- 
sistence, reducing it to a dollar value, and then adding that to the 
hourly rate in which overtime must be paid. 

This situation, perhaps, is caused by some ambiguity in the law. 
It can be said that under section 3(m) of the act now in effect, and 
under the proposed section of your bill, a wage paid to any employee 
includes the reasonable cost as determined by the Secretary of Labor 
to the employer of furnishing to such employee board and lodging 
and other facilities. 

On the other hand, there is a definition of what is the regular rate 
of pay on which overtime is based. That is section 7. We believe 
that section 3(m), dealing with this board and room problem, should 
be confined to determining whether the statutory minimum has been 
met, and not the rate on which the overtime should be paid. So that 
if you have a negotiated rate of $3 an hour, or, as in this case, as high 
as $5.08 an hour, let the labor agreement prevail, because it well ex- 
ceeds the statutory minimum. It is the base rate on which the over- 
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time was negotiated, and it is not necessary to confuse the minimum 
wage with the overtime rate. 

i other words, we suggest that even in your bill, S. 1046, that a 
statement be made that will clearly exclude these fringe benefits, this 
board and room factor, from the provisions of section 7 on which the 
overtime was based, and confine it to section 6, which is the minimum 
wage that is proposed. I think if that is done, that will avoid this 
problem that the Administrator has, and he is acting in the best of 
intentions and good faith, but he feels that he must take into con- 
sideration room and board for overtime purposes. 

Now this room and board is furnished for the convenience of the 
employer. It is recognized by the employee as not remuneration or 


wages. It is furnished at the convenience of the employer to get. 


him to work there and it is so recognized by the union and by the 
employer and by the Bureau of Internal Revenue. But we have this 
situation where the apparent conflict in the law, we suggest, needs to 
be clarified. If you are going to extend this law into other areas, 
we think this could be corrected by a simple proviso. 

Senator WituiaMs. Is this problem only in Alaska, or do you run 
into it in other areas ¢ 

Mr. Dunn. As far as I know, this is the only case where room and 
board is furnished without a charge to the employee. There could be 
other cases, but it is the only one that has come to our attention. 
This room and board is furnished by the contractors under their labor 
agreement, with no charge back to the individual employee. 

I think there could be a question raised in other parts of the country 
if the proposed language in your bill were to be adopted whereby the 
Secretary of Labor would determine the fair value of subsistence. 
There could be cases where the value is really more than what the 
employee was to be charged. 

o answer your question specifically, there are locations where sub- 
sistence is furnished the employee, but he pays a nominal sum, a 
reasonable value, for that. Now someone could come along and say, 
“That is not enough; the employee has not been paid enough, there- 
fore, he is getting something of value, and it must be a wage.” Say 
they put a value of $10 on this subsistence that the employee is getting, 
and he is only paying back $4, therefore he must under these rulings 
get back pay at time and a half on his regular rate plus $6 incor- 
porated into the wage rate. 

That is the kind of situation we get into by strained interpreta- 
tions of laws, things that have come down through court decisions, 
opinions of lawyers and administrators, far different from the orig- 
inal intent of the Congress. The Congress has set forth a minimum 
wage and then provided for overtime at the “regular rate of pay.” 

We get into this business of the regular rate of pay, and that is a 
never-never land. 

Our statement points out that most of our problems today in the 
construction industry are traceable to the uncertainties of determin- 
ing what is the regular rate of pay on which overtime is paid. You 
may recall that there were ansennieaill in 1949 that attempted to cure 


this situation, mainly on overtime on overtime. Where overtime was 
paid for over 8 hours a day, you still had to pay it over 40 hours a 
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week. We hope that Congress will correct this situation, as it has 
corrected other situations in the past. 

Senator Witxtams. Is an hourly rate put on the board and room? 

Mr. Dunn. No, the board and room is not reduced to an hourly 
value, Senator, in those areas where it is an isolated area , 

Senator Wiu1ams. No, I mean speaking to the Alaska situation 
now ; how it is administered. 

Mr. Dunn. It is not on an hourly basis, it is on so much a day. It 
is $5.75 a day. 

Senator Wiu1ams. Now go through the computation again, how 
this is figured into overtime. 

Mr. Dunn. It is figured in the overtime by taking the value of $40 
a week, or $5.75 a day and saying that this must be added to the 
hourly rate which the man is actually paid. 

Senator Wiu1aMs. In other words, 40 hours is divided into that 
subsistence amount to get an hourly rate for the subsistence, is that 
right? 

Mr. Dunn. It is put on in addition. Ill give you an example. 

Senator Wiii1aMs. But that would be the first step, would it not? 

Mr. Dunn. That is right. Then you add it to the hourly rate. You 
would then end up with maybe a rate of $6 or $5.75 an hour, on 
which you take the overtime instead of $5 hourly rate. So it raises 
questions that the contractor and the unions had never anticipated. 
It puts the unions in a bad position, because they have negotiated 
something with the realities of construction in mind. The Wage and 
Hour office will come along and say, here, this is not enough; you must 
put on top of that hourly rate certain fringe benefits. 

We can have the same problem with regard to travel expense, travel 
allowance, but we thought that was all corrected in the amendment 
of 1949. The thing that seems to remain is this problem raised in 
the definition of what is a “wage” under section 3(m). 

Senator Witurams. Could we deal with a hypothetical situation 
here, so that at least I understand how this works? Assume that one 
of the workers has a fixed hourly rate of $5. He gets room and board, 
the value of which is $20. Now, in the administration of the present 
act, 40 hours is the regular week, so the hourly value of $20 a week 
room and board would be what? Fifty cents? 

Mr. Dunn. Fifty cents. 

Senator WiiiiAMs. In computing overtime for this man who makes 
$5 an hour, would the hourly rate be considered $5.50? 

Mr. Dunn. That is right. 

Senator Wiiu1aMs. That makes it clear. 

Mr. Dunn. To summarize, there is attached to our statement a 
wire which we received today from Alaska, which sets forth the prob- 
lem as they see it and as we have attempted to describe it to you. 

Senator Witi1ams. And from whom is that ? 

Mr. Dunn. That is from the attorney for our Alaska chapter, on 
behalf of Mr. W. S. Hibberd, the manager of the Alaska Associated 
General Contractors. It appears as an attachement to the statement. 

Senator Writtams. Mr. Dunn, have you prepared any specific lan- 
guage that, in your opinion, would correct this situation to conform 
to what you feel would be the just result in the circumstances ? 
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Mr. Dunn. Senator, I think we have made a suggestion in regard 
to your section 3(M) of S. 1046 which defines “wage,” that there be 
added a proviso to the effect that this section applies only to section 
6 of the wage and hour law. 

Senator Wittiams. Determining the minimum ? 

Mr. Dunn. The minimum. At one time, there was a need to deter- 
mine what was the 75 cents of the 50 cents an hour that the employee 
had to be paid, and they computed certain things that the employee 
got in addition to money, and put a value on it. 

There are a couple of other points, but I think that the statement 
covers them adequately, Senator. The problem of ascertaining this 
rate on which overtime is to be paid, the problem of conflicts with the 
labor agreements that we have negotiated, the problem of makeup 
time, where an employee cannot work because of weather—he is pre- 

vented from working because of the penalty of overtime on his em- 
ployer if he works more than 40 hours the following week or weeks— 
the fact that seasonal exemptions have not been extended to the con- 
struction industry where they are affected by the weather—all these 
problems need study before this act is extended to new areas that 
have not been covered before. 

We feel that the Labor-Management Relations Act recognizes the 
right of unions to negotiate for their workmen for wages, hours, and 
working conditions, and very often the same subject is covered by + 
wage and hour law that in a way nullifies, or alters the effects of the 
labor agreement. What is the use of labor people negotiating matters 
of overtime that recognize the seasonal factors of the industry, the 
transitory nature of the employment, and then have a blanket ap- 
proach from the Federal Government that interferes with that? 

Thank you very much. 

Senator Wini1ams. Thank you very much, Mr. Dunn. 

(The complete statement of Mr. Dunn follows :) 


The Associated General Contractors of America, Inc., a national trade 
association of over 7,000 general contractor members and 125 chapters and 
branches, makes the following comments and suggestions on S. 1046 and other 
pending bills to amend the Federal wage and hour law. 

The association's members have had considerable experience with wage 
and hour matters since the law was first enacted in 1938. On a number. of 
occasions in the past, the association has been instrumental in pointing out 
needed changes in the law to correct inequities and hardships. This was par- 
ticularly true in 1949 when Congress amended the Fair Labor Standards 
Act to eliminate the overtime-on-overtime requirements which resulted from 
a strict and technical interpretation of the law. 

We should also like to point out that the association, through its bulletins 
and official publication, The Constructor, has on many occasions assisted the 
Federal Wage and Hour Administrator in the dissemination of new rules and 
regulations and interpretations which affect the entire industry. (We attach 
some samples of such articles by the Wage-Hour Administrator which were 
published in the public interest.) 

For the most part, the wage and hour law has been administered fairly 
in the construction industry. In the light of this background of long-established 
cooperation with the Administrator’s office, we would like to make some construc- 
tive suggestions on how the law could be improved to prevent unnecessary 
interference with collective bargaining and the rights of individuals. 

As industry spokesman, the Associated General Contractors of America is 
concerned about some rulings of the wage and hour office holding that room 
and board must be included in the rate on which overtime must be paid. We 
have specific reference to a situation in Alaska where through a collective 
bargaining agreement, wage rates are specified ranging from $3.73 to $5.08 per 
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hour with overtime at time and one-half these rates for hours worked after 
8 hours a day or 40 hours a week. In addition, overtime is paid at double 
these rates for Sundays and holidays. This same labor agreement provides 
that the employer furnish free board and room in isolated areas such as 
Aleutian Islands and areas north of the Arctic Circle. The labor agreement 
provides for no overtime on such subsistences. However, the wage and hour 
office holds that overtime must be paid not only on the negotiated hourly rate 
but on the value of the subsistence as well. 

It is our position that a strained interpretation is incorrect; that it under- 
mines collective bargaining; that it is not supported by existing law. It should 
be borne in mind that the board and lodging furnished any workman in such 
remote areas is not income nor wages. The workmen are provided these fa- 
cilities in such cases for the convenience of the employer and not their own 
accommodation. (See copy of telegram from Alaska Chapter, AGC, attached.) 

We note that S. 1046 proposes amendments to section 3(m) of the present 
wording of the Fair Labor Standards Act, by providing that the Secretary of 
Labor is authorized to determine the fair value of board, lodging and other 
facilities customarily furnished by the employer to his employees. 


RECOM MENDATION 


In order to prevent similar misunderstanding and interference with collec- 
tive bargaining, may we respectfully suggest that section 3(m) be specifically 
limited to the determination of the minimum wage under section 6 of the act, 
as was originally intended by Congress. 

Section 7(d) (defining the rate on which overtime must be paid) should be 
further clarified to specifically exclude any subsistence payments, particularly 
in remote or isolated areas. 

It will be recalled that the amendments of 1949 were intended to eliminate 
this very problem. 

PROPOSED CHANGES IN COVERAGE 
Effect on construction 


Under the provisions of S. 1046, which would extend the act to “all activities 
affecting commerce,” particularly firms doing $50,000 or more a year, the con- 
struction industry would be covered with only minor exceptions. Thus, all 
new construction of private buildings not in commerce, such as churches, schools, 
and hospitals would for the first time be included under the Federal wage 
and hour law. Under the present act, construction of interstate facilities or 
improvement of buildings producing goods for comemrce are covered. 

The new coverage of the act will have its greatest impact in the field of 
small private construction. This is a fact to bear in mind when proposing an 
increase in the minimum wage to $1.25. Thus, there would be a double impact 
under this bill (S. 1046) in some areas with the application of the Federal 
wage and hour law for the first time, plus an increase in the minimum wage 
to $1.25. This suggests the need for a reasonable advance notice and lead 
time if Congress were to approve the higher minimum and extend the coverage 
at the same time. 


The effect of the proposed increase in the minimum wage 


While most of our members and chapters report that the proposed minimum 
of $1.25 would have little or no effect on their wage rates, there are some who 
feel that an increase of 25 percent (or more where they are not presently under 
the act) would create hardships and disrupt the local economy. The increase 
in the minimum rate would of course be reflected in all higher paid classi- 
fications. It is pointed out that not all areas of the country have been similarly 
affected by inflation. 


Problems of overtime 


1. Conflicts between stautory overtime and negotiated overtime.—Our main 
problems seem to center upon the overtime provisions of the present and pro- 
posed act. For example, the question arises as to why statutory overtime is 
required when the subject is already covered by a bona fide labor agreement. 
It seems inconsistent for Congress to place full confidence in unions to a bargain 
collectively for their members on such matters as wages, hours, and working 
conditions, and at the same time legislate on the very same items. The labor 
agreement will more accurately reflect the realities of the construction indus- 
try, taking into consideration such factors as weather, seasonal employment 
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and the temporary nature of all construction employment. For example, where 
permitted by law, some labor agreements have provided for makeup time at the 
regular rate of pay—lost time was caused by weather conditions. As noted 
in the Alaska AGC labor agreement, overtime was based on the regular rate 
of pay. Other labor agreements will provide for travel allowance without 
complicating the overtime rate. 

This is not to say that all overtime and minimum rates should be covered 
by labor agreements in lieu of a statute. However, where the union represents 
the men and the wage rates and overtime are negotiated by the parties, the 
statutory requirements should be suspended. There is some precedent for 
this in section 7 of the act today. 

2. Uncertainties in determining statutory overtime.—In construction, the price 
is put on a building structure or project before it is started. The profit margin 
in this most competitive business is generally quite small and the rate of 
bankruptcies exceedingly high. With this background, consider the problem 
of the small contractor, with limited capital, who is confronted with a wage- 
hour order to make overtime back payments which, because of the uncertainties 
of the wage-hour Administration, he had no way of calculating beforehand 
with any degree of accuracy. Even skilled lawyers cannot anticipate what kind 
of wage-hour liabilities may be imposed upon a contractor after he has com- 
mitted himself to a bid. 

We feel it is reasonable and in the public interest that Congress protect con- 
tractors from unwarranted uncertainties of this kind. These are not just the- 
oretical situations, but actual cases where the alleged violations are predicated 
on the alleged misclassification of workmen—cases where the overtime was 
being required at the carpenter’s rate instead of at the lower carpenters’ helpers’ 
rate, and at the ironworkers’ rate instead of the teamsters’ rate simply because 
the drivers handled rods in the unloading operation. 


Application of FLS to truck owner-operators 


The administration of the wage and hour law is creating still another source 
of uncertainty in labor costs to construction contractors by application of the 
overtime provisions to truck owner-operators which are used in large numbers 
on highway and engineering construction works. Truck owner-operators own 
their own equipment, bid on hauling jobs on a ton-mile basis and otherwise 
manage their activities as any small businessman on a businesslike basis. We 
understand there are approximately 18,000 such truck owner-operators in Texas 
alone and perhaps several hundred thousand of them engaged in construction 
work across the country. Many of these truck owner-operators expand into 
sizable contracting concerns. Of course, as independent contractors, they would 
be exempted from the wage-hour law but unfortunately for both the truck owner- 
operator and contractor, the wage-hour Administrator insists on the presump- 
tion that the truck owner-operator is an employee and subject to the minimum 
wage and overtime requirements of the law. That is unfortunate because the 
truck owner-operator is paid on a ton-mile basis as agreed to and the operation 
is simply not reducible to wages, hours, and overtime as required by the wage- 
hour Administrator and an impossibly complex situation is created. The wage- 
hour Administrator’s position in this matter is destroying the opportunity of 
small business firms to get started and contractors are forced to discontinue the 
use of the truck owner-operator and buy and operate his own equipment. 

In view of the importance of the truck owner-operator institution in high- 
way and engineering construction and in view of the national policy of fos- 
tering the small businessman, we cannot urge too strongly that the Congress 
take immediate cognizance of this problem and clarify the matter by a statutory 
declaration that equipment owner-operators are presumptively independent con- 
tractors under the common law definition of the term and exempted from the 
coverage. of the various Federal labor laws dealing with the construction indus- 
try. 


More flexibility in computing overtime requirements needed 


It is evident that the wage rates in the construction industry are generally 
well above the average in other industries throughout the country. It would 
seem reasonable that under these circumstances that some recognition be made 
ef the serious effects of weather conditions on employment in construction. 
Time lost in any one workweek cannot now be made up in any other week with- 
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out the payment of an overtime penalty. The employee may suffer because he 
was “rained out’ and this time could be made up the next week without the 
wage-hour penalties. 


TELEGRAM DatTep May 13, 1959, To AGC ON MATTER or SUBSISTENCE 


Following is short summary of AGC contentions per request of W. S. Hibberd 
today. Alaska master labor agreement provides that contractors furnish board 
and lodging without charge to employees transported to jobs in isolated zones. 
Wage and Hour Division seeks to add arbitrary cost figure for this board and 
lodging to hourly wages to determine basic pay rates, although regulations 
exempt cost of furnishing facilities for benefit or convenience of employers and 
also exempt such cost unless such facilities customarily furnished to employees 
and subject to employees voluntary acceptance or rejection. In this instance, 
it is clear that (1) contractors and labor do not treat board and lodging as 
wages; (2) board and lodging not provided to local hires but only to employees 
transported to job; (3) board and lodging provided solely so that contractors 
can perform work in isolated zone: (4) employees are not free to accept or reject 
facilities as none other exist; (5) board and lodging furnished regardless of 
hours or days of work; (6) local hires receive same rates of pay. Matter had 
been submitted to Wage and Hour Division since July 15, 1958, with no decision 
yet. 


(Following are samples of publications distributed by the A.G.C.— 
quoted here in part.) 


THE CONSTRUCTION INDUSTRY AND THE WAGE-Hour Law 


(By Wm. R. McComb, Administrator, Wage and Hour and Public Contracts 
Division, U.S. Department of Labor) 


In construction, as in other kinds of business, the Fair Labor Standards Act 
does not apply in a blanket way to the industry as a whole. Any employee who 
is engaged individually in interstate commerce or in any process or occupation 
closely related and directly essential to the production of goods for interstate 
commerce, is covered by the act, whatever may be the nature of his employer's 
business. 

There are some types of construction jobs which fall generally within the 
coverage of the act. The act applies, typically, to maintenance, repair, recon- 
struction, improvement or extension of existing facilities used in the produc- 
tion of goods for interstate commerce and of existing instrumentalities of inter- 
State commerce. 

EXAMPLES OF COVERAGE 


Examples of facilities used in the production of goods for interstate commerce 
are mining, manufacturing and processing plants, electric power stations, and the 
like. The maintenance, repair, or improvement of such facilities is closely re- 
lated and directly essential to the production of goods by the facilities them- 
selves. Examples of instrumentalities of interstate commerce are highways, rail- 
roads, pipelines, navigable waterways, telephone, telegraph, radio, and television 
systems, aS well as airports,.railroad depots, dock facilities, and other trans- 
portation terminals. The maintenance, repair, improvement or extension of such 
instrumentalities is so closely related to their interstate operations as to be itself 
“in interstate commerce.” 

The construction of new buildings or other new structures or facilities is 
coyered by the act if the buildings or facilities being constructed are designed 
to improve, enlarge or extend existing facilities for production of goods for 
interstate commerce or existing instrumentalities of interstate commerce. 

Covered employment on the projects just described extends not only to em- 
ployees actually engaged in construction work on the site, but also to all other 
employees required for the efficient performance of the project. This will include 
office, clerical, time keeping and payroll workers, watchmen and guards, and 
employees who maintain, repair or rebuild machinery and equipment used on the 
job or who transport such equipment to and from the job site. 
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SOME CONSTRUCTION NOT COVERED 


There are other types of projects on which the construction itself is not 
within the general scope of the act—for example, any kind of construction on 
private residences, apartment houses, hospitals, churches, retail stores, and the 
like. Also coverage does not extend generally to the original construction of 
new industrial or commercial buildings or facilities which will not, on com- 
pletion, become an integral part or an improvement, enlargement, or extension 
of any existing facility for the production of goods for commerce or any existing 
instrumentality of commerce. 


INDIVIDUAL EMPLOYEE COVERAGE 


It should be pointed out that contractors engaged in such original construction 
or local construction projects generally have some employees who are covered by 
the act. Employees, including office and clerical workers, who perform any of 
the following types of work as a regular part of their duties, are engaged in 
interstate commerce and therefore covered by the act: Employees who purchase 
or order supplies and materials from out-of-State sources, those who receive, un- 
load, unpack or otherwise work on such supplies and materials before they are 
deposited at the construction site or storage spot, and those who keep records of 
these interstate transactions. 

Additional types include those employees who use the telephone, telegraph, 
mails or other instrumentalities of commerce for interstate communication; 
members of traveling construction crews who regularly cross State lines in the 
performance of their work (as distinguished from merely commuting between 
their homes or lodgings and the work site) ; and employees preparing, handling 
or otherwise working On materials, equipment, plans, orders, estimates, ete., to 
be sent out of the State in connection with any kind of construction project in 
another State. : 

MINIMUM WAGE AND OVERTIME 


Employees who engage in any of the covered activities described above, and 
are not specifically exempted by other provisions of the act, will be subject to the 
minimum wage and overtime provisions of the act in any workweek during which 
they perform such work. This means that the employees must be paid not less 
than 75 cents an hour for all hours worked, and at not less than time and one- 
half their regular rates of pay for all hours of work after 40 in a workweek. 

The regular rate of pay on which an employee’s overtime is computed is not the 
minimum wage but the rate at which he is actually employed. The regular rate 
is defined by the act as including all remuneration for employment except for 
certain types of payments which are specifically excluded by the act’s provisions. 

The method of computing the regular rate depends upon the method of compen- 
sation used. If an employee is paid at an hourly rate, with no other compensa- 
tion, his regular rate will be the established hourly rate. 





WAGE AND Hour LAW: ADMINISTRATOR NEWELL Brown GIVES ANSWERS TO 27 
Questions From A.G.C.—MISUNDERSTANDING OF LAW CAUSE oF Most Con- 
STRUCTION VIOLATIONS 


[Eprror’s Note.—Mr. Brown in the following article takes the opportunity to 
answer many questions on the administration of the Wage and Hour Law with 
regard to the construction industry. Through these questions, which were sub- 
mitted by the labor relations staff of the Associated General Contractors of 
America, Mr. Brown explains the position of the Wage and Hour Office on the 
employer’s: rights and responsibilities under the law. A knowledge of such an 
aldlysis of the wage and hour law should result in direct benefits to the public, 
subcontractors, and general contractors alike. Though these answers reflect 
the official position of the Wage and Hour Division on the questions below, 
employers are always afforded the right of judicial review on unsettled ques- 
tions. However, until the courts reverse such policies, they remain the official 
position of the Wage and Hour Office on the questions stated herein. ] 

On March 1, 1956, the minimum wage under the Fair Labor Standards Act 
will be increased to $1 an hour. This new minimum, set by the Fair Labor 
Standards Amendments of 1955, will take the place of the previous 75-cent rate. 

The vast majority of employees in the construction industry are already paid 
more than $1 an hour. However, some firms would do well to note the new 





mi 
tr 
Wwe 
stl 
sir 


re 


no 
er: 
cu 
int 
ist 
tit 


mi 
po 
int 
rey 


fa 
th 
wl 


ple 
co) 
est 
cO) 
pa 


ra 


tr 
th 


an 








res. wae ro Y= 


— 


ew VV = & <e 


N- 


LO 


b- 
of 


in 
ic, 
et 
Ww, 
xS- 
al 


et 
or 
te. 
id 
PW 


TO AMEND THE FAIR LABOR STANDARDS ACT 785 


minimum, for the U.S. Department of Labor’s Wage and Hour and Public Con- 
tracts Divisions, the agency which administers the law, do find some minimum 
wage violations in the industry. Last year, 10 percent of the investigated con- 
struction firms had failed to pay the minimum to one or more employees. But 
since the Divisions make investigations where there is reason to believe viola- 
tions will probably be found, this figure should not be viewed as typical of the 
record of minimum wage compliance in the industry as a whole. 

Except for the new minimum wage requirement, the 1955 amendments do 
not change the applicability of the act—which is commonly known as the Fed- 
eral Wage-Hour Law—to the construction industry. Many employers, however, 
consider it timely again to review their compliance status, so as to avoid un- 
intentional violations and the back-wage liabilities that may result. The admin- 
istration finds most violations are inadvertent, arising from the lack of informa- 
tion about the law. 

1. What subjects are the concern of the Federal Wage-Hour Law’s basic 
provisions? 

A. Minimum wage pay, overtime pay, and prohibition of child labor. 

2. Who is covered by the law? 

A. The Federal wage-hour law covers employees who are engaged in com- 
merce or in the production of goods for commerce. 

3. Would you distinguish between being “engaged in commerce” and in the 
“production of goods for commerce” and give examples? 

A. Employees “engaged in commerce” are those who work in the operation, 
maintenance, repair and improvement of the facilities of communication, trans- 
portation and shipping which are the actual channels and instrumentalities of 
interstate and foreign commerce, and those who use these instrumentalities in the 
regular course of their work. 

The term “production of goods for commerce” refers to the extraction, manu- 
facturing, processing, etc., of goods and materials which enter into and because 
the subjects of interstate commerce. It includes all occupations and processes 
which are closely related and directly essential to such production. 

4. What particular significance does the meaning of these terms have for em- 
ployers in construction ? 

A. The types of employment in “commerce” and in the “production of goods for 
commerce” found in your industry are explained below. You will also be inter- 
ested to learn that subpart B of interpretative bulletin, part 776, on coverage, will 
contain a comprehensive statement about the coverage of your industry. Sub- 
part Bis being prepared now and is soon to be released. 

5. Is it generally true that the law’s coverage provisions apply to the employee 
rather than to an industry, an employer, or business? 

A. Generally speaking, yes. But in some situations, the nature of the indus- 
try and of the employer’s business should be considered in determining whether 
the employee’s work is covered by the law. 

6. It is possible, is it not, for a firm to have some employees who are covered 
and others who are not covered by the law? 

A. Yes. For example, an employee who receives and unloads materials deliv- 
ered from out of State for use on a noncovered construction project would be cov- 
ered. Furthermore, a particular employee may be covered in some weeks and 
not in others. 

7. Are not some employees exempt from the law’s provisions, because of the 
nature of their duties? 

A. The law provides specific exemption from the minimum wage and overtime 
requirements, or from the overtime provisions only, for employees in certain in- 
dustries and occupations. For example, executive, administrative, and profes- 
sional employees who meet the tests of regulations, part 541, are exempt from 
both the minimum wage and overtime provisions. : 

8. What employees in the building and construction industry are covered, 
putting it briefly? 

A. Coverage applies to building and construction workers . . . 


, 


New WaceE-Hour BULLETIN DETERMINES WHICH CONSTRUCTION WORKERS ARE 
COVERED BY ACT—AGENCY’S GUIDING PRINCIPLES REFLECT LATEST CourT CASES 
A comprehensive interpretative bulletin on coverage of the Fair Labor Stand- 


ards Act in the construction industry was issued July 20 by Wage and Hour 
Administrator Newell Brown. 
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The act requires payment of $1 per hour minimum wages and payment of time 
and a half for work over 40 hours per week to employees “engaged in commerce 
or in the production of goods for commerce.” 

The bulletin, Interpretative Bulletin 776, subpart B, states the guiding prin- 
ciples to be followed by the Administrator in determining when workers engaged 
on construction projects are covered by the law. The bulletin refiects the latest 
court cases. 

It is the administrator’s position that employees are within the scope of the 
act when engaged in construction work which is physically or functionally inte- 
grated or closely identified with an existing instrumentality of interstate com- 
merce or a facility for the production of goods for commerce. 

Excerpts from the bulletin : 


COVERED PROJECTS 


“All employees who are employed in connection with construction work which 
is closely or intimately related to the functioning of existing instrumentalities 
and channels of interstate commerce or facilities for the production of goods 
for such commerce are within the scope of the act. Closely or intimately re- 
lated construction work includes the maintenance, repair, reconstruction, re- 
designing, improvement, replacement, enlargement or extension of a covered 
facility. If the construction project is subject to the act, all employees who 
participate in the integrated effort are covered * * *. 

“On non-covered construction projects. A construction project may be purely 
local and, therefore, not covered, but some individual employees may nonetheless 
be covered on independent ground by reason of their interstate activities. 
Under the principle that coverage depends upon the particular activities of the 
employee and not on the nature of the business of the employer, individual 
employees engaged in interstate activities are covered even though their ac- 
tivities may be performed in connection with a noncovered construction project. 
Thus, the act is applicable to employees who are regularly engaged in ordering 
or procuring materials and equipment from outside the State or receiving, un- 
loading, checking, watching or guarding such goods while they are still in 
raat oe =.” 


Senator Wiz1ams. The subcommittee will adjourn until 2:30 
tomorrow afternoon, when it will again meet in this room to give 
further consideration to S. 1046 and related bills. 


(Whereupon, at 4:10 p.m., the subcommittee recessed to reconvene 
Friday, May 15, 1959, at 2:30 p.m.) 


~~ ee Me oll eee 
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FRIDAY, MAY 15, 1959 


U.S. SENATE, 
SuBcOMMITTEE ON LABOR OF THE 
CoMMITTEB ON Lapor AND PuBLIC WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 2:40 p.m., in room 
1202, New Senate Office Building, Senator Wayne Morse presiding. 

Present: Senator Morse (presiding). 

Committee staff members: Stewart E. McClure, chief clerk; Ralph 
Dungan, professional staff member; Raymond D. Hurley, minority 
professional staff member; and Joseph Goldberg, technical assistant, 
U.S. Department of Labor. 

Senator Morse. The hearing will come to order. 

Our first witness will be Rev. Shirley E. Greene, secretary, Town 
and Country Church, St. Louis, Mo. 

Reverend Green, we are very happy to have you here, and you may 
proceed in your own way. 


STATEMENT OF REV. SHIRLEY E. GREENE, SECRETARY, TOWN AND 
COUNTRY CHURCH, ST. LOUIS, MO., ON BEHALF OF THE COUNCIL 
FOR CHRISTIAN SOCIAL ACTION, UNITED CHURCH OF CHRIST 


Mr. Greene. Thank you, Mr. Chairman. 

I have a prepared statement, Mr. Chairman, which I think can be 
presented well within the limits of time suggested by the clerk of the 
committee, if I may. 

My name is Rev. Shirley E. Greene, and I live in St. Louis, Mo. 
[ am employed as secretary for Town and Country Church by the 
Board of National Missions of the Evangelical and Reformed Church 
which is one branch of the United Church of Christ. The United 
Church of Christ was formed in June 1957 by union of the General 
Council of the Congregational Christian Churches and the Evan- 
gelical and Reformed Church. 

Senator Morse. This had better be pretty good. That is my 
church. 

Mr. Greene. I know. I appreciate your coming today. 

I am appearing before this subcommittee, however, not to represent 
my employing agency, but to submit testimony at the request of and 
on behalf of the Council for Christian Social Action of the United 
Church of Christ. The Council for Christian Social Action is an 
agency of the General Synod of the United Church of Christ. Its 
board of directors consists of 24 Christian ministers and laymen. 


787 





788 TO AMEND THE FAIR LABOR STANDARDS ACT 






I should like to make it clear that on legislative issues the Council 
for Christian Social Action speaks only for itself. It does not profess 
to speak for the 8,300 churches or the 2,180,000 members of the 
Congregational Christian and the Evangelical and Reformed 
denominations. 

Our concern in these hearings, Mr. Chairman, is not with the techni- 
cal language or the details of proposed amendment to the Fair Labor 
Standards Act. In these matters we do not. profess to be expert. You 
will hear from many others far more competent to discuss these 
details. 

Our concern is rather with the basic ethical principles which we 
believe to be at stake in certain aspects of the proposed amendments 
and even more in certain highly desirable amendments which have 
not to our knowledge been introduced into the proposed legislation. 

Let me, first of all, summarize the position we take in regard to the 
legislation : 

(1) We favor the proposal to increase the basic minimum wage 
to $1.25 per hour. 

(2) We favor extension of the coverage of the minimum wage 
provision to all chronically low paid industries. 

(3) Particularly, we favor and urge extension of all provisions 
of the FLSA, including minimum wage, to all wage workers in 
agriculture. 

(4) We recommend that all present exemptions in the child 
labor provisions of the FLSA be removed from child labor in 
agriculture so that children employed for wages in agriculture 
shall have equal protection with children in any other industry. 

In regard to the first two of the points stated above—increase of 
the minimum wage to $1.25 and general extension of coverage—we 
base our position on consideration of justice and human welfare. Our 
view was well stated many years ago in a pronouncement of the 
General Synod of the Evangelical and Reformed Church. In 1942, 
that official body expressed itself as follows: 

In order that a society more compatible with the standards of justice, with 


the genius of Christian love, and with our reverence for God’s will, may be 
established, we commit ourselves to the following principles of social action: 


Among others: 


A living family wage for all workers as a basic minimum and a just share 
of the product which their genius and energy have made. 

According to the best evidence we can assemble, in the face of to- 
day’s inflated prices, $1 an hour based on a 40-hour week is inadequate 
to support at minimum standards of health, welfare, and decency : 
single person, let alone a family with one or more children. 

Yet because of the present $1 minimum and the inadequacy of cov- 
erage, millions of American wage-earners are today forced to subsist 
on or below this level of compensation. Not only is this condition 
injurious to the physical and spiritual well-being of its victims; it is 
totally unnecessary in a nation as productive and as affluent as Amer- 
ica is today. 

We now have many years of experience to demonstrate that mini- 
mum wage legislation is sound in principle and practical in applica- 
tion. In the face of this experience it becomes the height of stupidity 
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and immorality to maintain that we can continue to apply the 


minimum wage only at intolerably low levels and only for a portion 
of the Nation’s wage workers. 


Kvery argument which is now being advanced against increasing the 
minimum and extending the coverage was made, I am sure, against 
all previous increases and extensions —and proved tide In a highly 
developed technological society such as ours, we believe that public 


policy can and must meet the demands of basic justice toward -all 
citizens. 


Turning to our third point—extension of minimum wage coverage 

to wage ‘workers in agriculture—our churches again have a long 
history of concern in this matter. In 1950, the Council for Social 
Action—then the social action arm of the Congregational Christian 
churches—adopted a statement on the subject “Seasonal Agricultural 
Labor.” This statement found that— 
* * * as a whole, seasonal agricultural workers, particularly migratory laborers, 
constitute one of America’s most disadvantaged groups. By many economic, 
social and political tests they are second-class citizens. Among the specific ills 
from which they commonly suffer are such economic factors as low wages, 
frequent idleness, high transportation costs between jobs, labor surpluses in many 
localities, competition from farm mechanization. From these economic factors 
flow many social evils: substandard housing, lack of sanitary surroundings, high 
incidence of disease, inadequate medical facilities, inadequate educational 
opportunities, absence of wholesome recreational opportunity, lack of religious 
facilities and leadership, isolation from community contacts, participation,.and 
recognition * * *. They are excluded from Federal social security:and mini- 
mum wage laws and in most States not covered by State workmen’s compensa- 
tion or child labor laws. 


The CSA statement contrasts this condition with the situation en- 


visioned by the Universal Declaration of Human Rights, which 
declares : 


Everyone has the right to work, to free choice of employment, to just and 
favourable conditions of work and to protection against unemployment * * * to 
form and join trade unions for the protection of his interest * * * a stand- 
ard of living adequate for the health and well-being of himself and his family, 
including food, clothing, housing, and medical care and necessary social services, 
and the right to security in the event of unemployment, sickness, disability, 


widowhood, old age or other lack of livelihood in circumstances beyond his 
control. 


In view of all this, the Council for Social Action set forth 11 goals 
for action, one of which included the following: 


It is recommended that such State and Federal legislation be enacted and such 
administrative action taken as is necessary to give the same protection to 
migrant workers as is available to other workers * * *. Specifically, such 
actions should extend the benefits of the Social Security Act and the provisions 
of the minimum wage law to cover agricultural labor * * *. 


Our denomination is one of the strong supporters of the National 
Council of Churches of Christ in the United States of America. In 
1951 the general board, which is the top official board of the National 
Council of Churches, adopted and published a statement on “The 
Church and Agricultural Migrants” which reaffirmed the same prin- 
ciple. It said, in part: 


We believe that the churches should support measures intended to provide 
the following— 
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among others— 


(5) The extension of minimum wage legislation, social security benefits and 
labor legislation to include migratory farm laborers. 

In another official policy statement on “Ethical Goals for Agricul- 
tural Policy,” dated June 4, 1958, the general board of the National 
Council of Churches reiterated its stand in these words: 
A violation of the Christian concept of justice exists in the fact that wage 
workers in agriculture are denied most of the legal and economic protections long 
accorded to wage workers in industry. We believe that, with adaptations re- 
quired for their practical application to the business of farming (as in the 
enactments on social security), the principles of workmen’s and unemployment 
compensation, minimum wage laws, and the right to organize and bargain col- 
lectively under the National Labor Relations Act should be extended to wage 
workers in agricuiture. 

The Council for Christian Social Action heartily concurs in and 
supports the position taken in these two pronouncements of the Na- 
tional Council of Churches. 

With regard to full coverage of child labor in agriculture under the 
provisions of the Fair Labor Standards Act—which is our fourth con- 
cern in this legislation—the denominations constituting the United 
Church of Christ again have a long history of concern. The General 
Synod of the Evangelical and Reformed Church stated in 1942 its 
determination to work for: 

The abolition of child labor where it still persists, and adequate provision for 
the intellectual, moral, and spiritual nurture of all children. 

The Council for Social Action of the Congregational Christian 
Churches, in the 1950 statement previously quoted, affirms as a goal of 
action the enforcement of the Federal law prohibiting employment 
of children in agricultural labor while schools are in session. 

It now becomes apparent that that law—that is, since 1950 it has 
become apparent—although a long step forward, is not sufficient even 
when enforced to solve the problem of child labor in agriculture. 
Local authorities, under pressure from growers, have found ingenious 
ways to negate the intent of this prohibition. 

Moreover, evidence accumulates of serious exploitation of children 
in agriculture during school vacation periods. It is our firm convic- 
tion now, therefore, that children working for wages in agriculture 
should be treated in all regards as on a par with children working for 
wages in any other industry, and that the same legal protections should 
be extended to cover them. 

The foregoing represents the basic position of the Council for Chris- 
tian Social Action on the matters before this committee. We sincerely 
hope that these views will be shared by the committee and that you 
will proceed to translate this general position into the terms of specific 
amendments to the Fair Labor Standards Act. 

Before concluding, I should like to lift up what we feel to be the 
fundamental Christian ethical principles which underlie the position 
reflected in this testimony. 

First and most important to us is the principle of justice. The 
Christian view holds that all men are brothers and “members one of 
another.” The implication of this spiritual kinship is seen in the re- 
quirement of distributive justice under which it becomes a responsi- 
bility of the total society to see that no one of God’s children shall 
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suffer undue or unnecessary privation or inequity in respect to the 
fruits of God’s creation and his own labor. 

Even through the ages when scarcity was the perennial problem of 
mankind, Christians have clung to this doctrine of distributive justice 
as a goal and an ideal. 

Surely today, in view of the vast productivity of America and its 
relative state of affluence, we can no longer delay the granting of 
minimal standards of justice to those groups in our society—agri- 
cultural workers, children, and others—from whom, because of their 
weaker bargaining positions, this elemental justice has been too long 
withheld. 

The second principle which guides us in this testimony is the 
srinciple of social responsibility. The World Council of Churches 
ie defined for us the meaning of a “responsible society” : 

It is one where freedom is the freedom of men who acknowledge responsibility 
to justice and public order, and where those who hold political authority and 
economic power are responsible for its exercise to God and to the people whose 
welfare is affected by it. 

American agriculture, especially those sectors of it which custom- 
arily employ substantial volumes of wage labor, has in recent years 
acquired considerable maturity and status as a business. It has been 
granted, at least in respect to certain commodities, a good deal of 
legislative protection aimed generally at sustaining its income at 
reasonable percentages of parity. 

It is our position, quite simply, that if agriculture wishes to justify 
its status as part of the mature business economy of our country, and 
to merit the legislative protection which it seeks, it is high time that 
the agricultural industry shall assume a position of social responsi- 
bility, as defined by the World Council of Churches. 

We believe that graceful acceptance, indeed active support, of the 
extension of minimum wage, child labor protection, and a good many 
other provisions of contemporary social legislation to cover those 
employed for wages in agriculture is essential if industrialized agricul- 
ture is to claim a dignified place among the participants in a responsi- 
ble society. 

May I conclude, Mr. Chairman, with a brief quotation from an 
official statement adopted on June 12, 1958, by the agency sponsoring 
this testimony. The statement is entitled “National Responsibility 
and Areas of Need.” 


The Council for Christian Sccial Action of the United Church of Christ is 
deeply troubled by the economic fluctuations which are presently causing un- 
employment and suffering for many individuals and families in our land. As 
Christians we affirm that our economic institutions and relationships, like the 
whole of human life of which they are a part, are important in the sight of God 
and from the point of view of our faith. What the economic order does to 
people, whether through excessive luxury or through deprivation of opportunity, 
matters profoundly for those who believe in a sovereign Creator. And for 
those who believe in a just God, justice in economic relations is a moral impera- 
tive which cannot be evaded. 


Thank you, Mr. Chairman. 

Senator Morse. Reverend Greene, you lived up to my expectations. 
Thank you very much. 

Mr. Greene. Thank you, sir. 

Senator Morse. It is very helpful testimony to add to this record. 
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I have no questions. 

Mr. Greene. Thank you. 

Senator Morse. The next witness will be Mr. Julian Brylawski, 
Motion Picture Theatre Owners of the Metropolitan District of 
Washington, D.C., accompanied by Mr. Ernest Stellings, American 
Congress of Exhibitors, Charlotte, N.C., and Mr. Frank Lydon, 
Allied Theaters of New England. 

Gentlemen, we are always glad to have your industry represented 
at our hearings, and I am particularly glad to have Mr. Brylawski, 
whom I have known from past experience, with us today, and I am 
glad to meet his associates. 

Gentlemen, you may proceed in your own way. 


STATEMENT OF A. JULIAN BRYLAWSKI, PRESIDENT, MOTION 
PICTURE THEATRE OWNERS OF THE METROPOLITAN DISTRICT 
OF WASHINGTON, D.C. 


Mr. Brytawsk1. Thank you so much, Senator. 

I am a little sorry that you have to bear up with me again. It 
seems every time I come up here, I have to impose upon your good 
nature. 

Senator Morse. Not at all. I am a great believer, you know, in 
that democratic principle of the right of freemen to petition the 
Government. 

Mr. Brytawskr. Yes, sir. You will find that in the Constitution. 

Actually, there would not be very much for me to say that I have 
not already said before this committee. This bill greatly resembles 
the bills we have had before us in 1955, 1956, and 1957, but there are 
some essential differences which impel me to come up to petition the 
Government and call their attention to these things. 

I am appearing before this committee in opposition to the extended 
coverage provisions before us as proposed in the Senate bill 1046 
now before this committee as suggested amendments to the Fair 
Labor Standards Act, and particularly to the inclusion of the motion 
picture theaters of the United States, who, while not mentioned spe- 
cifically as being included in this bill, might be so included under 
some definition of the words “service establishments,” under which 
they may be brought, which could change and this bill already does 
change them. 

Two years ago, it had to be five establishments, and they had to do 
2 million dollars worth of business. Now, it is one or more establish- 
ments, and the top is $500,000. 

There are too many definitions of what is a “service establishment” 
for us to be complacent in the thought that we may not be included 
in the provisions of this bill, when possibly by some Labor Department 
ruling or legal definition we might find ourselves caught in the ponder- 
ous machiner ‘y of litigation. 

If the Senators and this honorable committee do not intend to in- 
clude theaters under this extended coverage, then let them say so. 
There are many exemptions under section 9 of this bill. Let us inelude 
the amusement industry in this list of exemptions and be done with it. 

So, we would like to suggest that a new subsection (10) be added to 
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section 9, “Exemptions,” to appear at the end of page 11 of the bill, 
reading: 

Or (1) any employee employed in an establishment whose primary purpose is 
to provide amusement, entertainment, or recreation. 

This is the shortcut we hope this committee will take, but just in 
case, let me go further in our objection to other sections of the bill. 

Our objection to the inclusion of the theater in the Minimum Wage 
Act is not only its suggested floor, because in almost every category of 
employee, Ww ith the possible exception of ushers, who are mostly part- 
time and short-time employees, some school teenagers, pensioners, 
retired persons, handicapped persons, and others desiring temporary 
employment, we pay our experienced employees considerably more 
than even the suggested minimum wage increase. 

And another big objection to our inclusion under this legislation is 
the 40-hour week with its time and one-half time provision for work 
over 40 hours, and overtime requirements for premium pay for work 
done on Saturdays, Sundays, and holidays. 

You will not find that in the bill, Senator, but that is in the enabling 
act, the Fair Labor Standards Act. 

Frequently Saturday and Sunday grosses more than the other 5 days 
of the week combined. Our theater operation is essentially a weekend 
business, and with this additional expense to our weekend operations, 
J am sure many theaters would be forced out of business. 

Motion picture theaters per se, that is, operating motion picture 
theaters with or without other entertainment, have always been con- 
sidered to be strictly local enterprises, engaged in intrastate commerce, 
and not in interstate commerce ; and, therefore, completely outside of 
the orbit of any and all laws and regulations affecting interstate com- 
merce. There are many court decisions on this already, including 
some very recent decisions of the National Labor Relations Board 
who have repeatedly refused to take jurisdiction on labor disputes 
affecting theater owners, on the grounds that they were not in inter- 
state commerce nor affecting interstate commerce to any degree. 

The famous decision of the U.S. Federal court in the matter of Para- 
mount et al., commonly known as the theaters divorcement decree in 
which all theaters owned by conrbinations or circuits are required to 
be individual operations, and buy their films as individual theaters, 
picture by picture, and theater by theater, so that no matter how many 
individual theaters may come under a common ownership or manage- 
ment, each individual theater is a separate entity and must buy its at- 
tractions individually with no connection with any of the theaters that 
may be owned or controlled in a common ownership. 

So we are dealing, not with a series of chain owned or operated 
theaters, but with actually some 18,000 separate business establish- 
ments. 

But to continue. Let me go further into our objections to this bill. 
Let me point out to you a great discriminatory evil encased in simple 
language, again section 3—“one or more.” This definitely refers to 
what is commonly known as chain operations, and, of course, that 
means theater chain operations whose gross business would be in 
excess of $500,000 a year. And I think by that clause you meant 
to exempt the small operation. 

But did you? 
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Gentlemen, I present to you the amazing fact, which we dug up 
by research because I myself had no real knowledge of this, that 
there are in the confines of the continental United States in excess 
of 450 of theater chains or combinations of theaters. In fact, these 
450 chains or combinations of theaters actually represent a majority 
of the motion picture theaters in this country. 

Excepting only an occasional large theater in a populous com- 
munity, it 1s practically impossible for any theater operator to live 
on the meager earnings of one establishment. The greatly reduced 
attendance and the vanishing profits of the motion picture theater 
owners have forced combinations of even the smallest theaters in 
the smallest towns to combine so that they may live. 

By that, Senator, I do not necessarily mean combined under a 
common ownership. Many are managing or booking and buying 
combinations, something like associations or groupings, actually 
cooperatives for the purpose of collective savings. But under the 
language of the act, they are all included as combinations under this 
bill. 

If the language of this bill referred to a single service establish- 
ment, that is, a theater establishment that did a gross business of 
over $500,000 a year, you would hear little from us. But the fact is 
that under that “one or more” language, you would include thousands 
of the smallest theaters—the very theaters whose perils you have so 
magnanimously recognized in the past by your generous exemption of 
admission taxes that they may live. 

For the large theaters in populous communities, this bill has little 
or no meaning. The salaries paid are far in excess of the limitations 
of the present minimum or even of the increased minimum recom- 
mended in the bill. It is the little man that you would destroy. But 
I am sure that that is not your intention or the intention of the 
framers of this legislation. 

Here is the crux of this argument, Senator. Many thousands of 
these theaters are in combination or chains, but not all of them. Some 
theaters in combination and some theaters not in combination may 
exist side by side in many small communities. It would be rank 
discrimination to force one of these little theaters to pay a minimum 
wage which his competitor is not required to pay; and that would work 
a far greater hardship than you would think, because there is today 
not competition between competing theaters, but jungle warfare, 
a fight for survival, for bare existence. 

The sustaining life of all motion picture theaters is motion picture 
film, the supply of which in the last 4 or 5 years has been steadily 
diminishing to a point where theaters are fighting for their lives to 
secure sufficient motion picture films in order to stay open. 

Through the competition of free television, night sports, and other 
competitors for the entertainment dollar, the public has become se- 
lective and fastidious in its purchase of admission tickets to motion 
picture theaters. 

Only the most successful sereen hits can show a dollar of profit at 
the box office; and then only if the theater owners in close competition 
do not have to pay so much for the attractions that even the most 
successful engagements may fail to show a profit. 
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In this desperate competitive situation in which theaters are placed, 
they are invited, Sem and required to bid one against the other 
for all desirable films. 

Therefore, the smallest advantage in the overhead cost of the the- 
aters may prove to be a deciding factor in the securing of the scarce 
hit product by which alone they may live; the smallest disadvantage 
of one theater over another may be the weakened link that leads to 
disaster. 

I can assure you, sir, that the entire motion picture industry is to- 
day, as far as theaters are concerned, in a deplorable condition. The 
shortage of production referred to, the constant and consistent yearly 
decrease in theater attendance in the face of increasing competition 
for the amusement dollar, has brough about a desperate condition 
which is engaging the thoughts and activities of all theater 
organizations. 

More than 8,000 theaters have closed in the last 10 years. 

Congress, in its wisdom, listening to the pleas of the theaters, and 
recognizing their terrible plight, has eliminated the taxes on theater 
uwdmissions less than $1 and reduced admission taxes over that figure. 
This action by the Congress unquestionably saved from closing many 
thousands of sick theaters still struggling to live; but the extension 
of the Wage and Hour Act might easily undo this and contribute to 
more theater closings, so that many employees would be thrown out 
of work, and enormous losses sustained because theater buildings can 
seldom be used for other purposes, and the almost inevitable retro- 
gression of any business community that has lost the bright lights 
and the customer attraction of the motion picture theater. That is 
almost assured. 

I thank you, sir. 

Senator Morse. We are very glad to have your statement for the 
record. 

Before I raise only one major question that I have in mind, I wonder 
if Mr. Stellings or Mr. Lydon, or both, would like to make a statement 
for the record. 

Mr. Brytawskt. Yes, sir. Mr. Stellings has a prepared statement, 
sir. 

Senator Morse. Would you proceed with your statement, Mr. 
Stellings, and then such questions as I have I would ask jointly of 
you when you get through. 


STATEMENT OF ERNEST G. STELLINGS, CHARLOTTE, N.C., REPRE- 
SENTING AMERICAN CONGRESS OF EXHIBITORS 


Mr. Srevirnes. Thank you, Mr. Chairman. 

I am Ernest G. Stellings, of Charlotte, N.C., I am appearing here 
it. the direct request of the executive committee of the American 
Congress of Exhibitors, to appear before this honorable committee 
in Opposition to Senate bill 1046. 

The American Congress of Exhibitors comprises the five theater 
organizations of this country—Theatre Owners of America, Allied 
States Association, Metropolitan Motion Picture Theatre Association, 
the Independent Motion Picture Theatre Owners of New York, and 
the Southern California Theatre Owners Association—and smaller 
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local theater owner associations and the independent and unaffiliated 
theater owners of this country, all of whom, however, are members of 
American Congress of Exhibitors. 

The Congress of the United States has always been kindly disposed 
toward the motion picture industry. Conversely, the motion picture 
industry has always been kindly disposed toward the Congress and 
the National Government and its agencies and departments. There 
appears to be a kindred spirit between us for, after all, we are all good 
snowmen, 

I have a prepared statement that I should like to read. It contains 
but two requests. If you agree with the first one, we need not go into 
the second. If you cannot agree with me in the first, I think you 
will find the second request compelling. 

The first request that I make is that the motion picture theaters 
of this country be specifically and actually excluded by name from 
the proposed minimum wage regulations. 

While I am from the South, where the principle of States rights 
generally is proclaimed by all people, let me say that my southern 
residence does not necessarily elaanity me among the rabid proponents 
of States rights in everything. 

I might add, ine identally, I am a Hoosier by birth. 

However, in the matter of the minimum wage law, whether I am 
a southerner or a northerner, I maintain that the individual States 
are in far better position, for several reasons, to control the minimum 
wage requirements of the population of the individual States than 
is the Federal Government. 

The first reason for this is that living habits, wage scales, individual 
productivity, area differentials and other personal and economic 
factors vary considerably from State to State. The cost of living, 
for example, is considerably higher in New York City than it is in 
Charlotte, N.C., which is the largest city in both North and South 

Carolina. Therefore, a similar position of employment in New York 
might require a higher aindaed of wage to provide the same living 
conditions as would be required for those conditions in North 
Carolina. 

Secondly, to prove that this first conclusion is correct, I cite you 
the fact that there now exists in 32 States plus the District of Colum- 
bia and Puerto Rico, minimum wage laws which vary in practically 
every instance. This in itself is indicative of the varying needs of 
the people of the various areas involved. In these 34 minimum wage 
laws, only 19 affect to any degree whatsoever certain theater employees 
of their 34 States. In these 19 laws, there are wage scales that range 
from a minimum of 40 cents upward, which directly reflect the eco- 
nomic conditions and requirements of the people of these various 
States. In many of these States, theater employees are excluded from 
the provisions of the bill. 

In my own State of North Carolina, only last week a minimum 
wage bill was passed which calls for a minimum wage of 75 cents per 
hour, but which excluded all theater employees other than’ managers. 
operators, and janitors. From my own personal knowledge of “this 
partic ‘ular instance, this reflects the needs and requirements of theater 
employees in North Carolina. 

North Carolina should be little, if any, different from any State in 
the needs and requirements of its population. 
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I] use this current minimum wage enactment to illustrate again the 
desirability of leaving the control of minimum wage laws to the in- 
dividual States, since the government of those States are so intimately 
interwoven with the people of those States to indicate what the popu- 
lation of those States requires in the way of salary minimums. 

I might point out to you that the State of Illinois, represented on 
this committee by Senator Dirksen, has just this week excluded all 
theater employees from pending minimum wage legislation. Further- 
more, [ point out to you that the States of Alabama, Arizona, Michi- 

gan, and Montana, represented by Senators on this committee, have 
no minimum wage laws applicable to theater employees. 

We believe they should be excluded, and again request that this 
committee specifically exclude them under section 9 of the bill, which 
lists the exemptions from coverage of this bill. If this committee 
feels that they are in position to specifically exclude theaters by 
proper amendment or revision, I have nothing further to say. If 
not, then I should like to come to my second request. So I am going 
to add a little more to it. 

Senator Morse. You play it safe. [| Laughter. | 

Mr. Sreiiines. This request, basically, is the same as the first—that 
theaters be excluded from the bill—but with various legitimate rea- 
sons why this industry in general, and the motion picture theaters 
individually, cannot survive under the provisions of this legislation. 

In 1957, Theatre Owners of America, at which time I was president, 
and which is now a member of American Congress of Exhibitors, em- 
ployed the services of Sindlinger & Co. to analyze the then yee 
conditions of our business and try to estimate its future. This w 
or because of the tremendous decline in theater attendance diving 
195 

Sindlitige & Co. supplied us their findings late in 1957, which 
showed a decline in theater attendance in 1957 under 1956 of approxi- 
mately 505 million people; 1958 attendance decreased an additional 
7 percent under the 1957 figure, for a total decrease of 35 million more 
people. We can see no reason why this condition will materially 
improve during the coming months ahead. 

This business cannot stand any further decrease in attendance, and 
certainly in the face of these decreases it cannot support any increase 
in operating costs. 

Certain provisions of this proposed bill would create unfair compe- 
tition among the elements of this industry, and the members of the 
association for which [ speak. This bill would provide exclusion of 
those theaters which do a gross business of less than $500,000 per year. 
This is unfair to many of the exhibitors of this country, a fact which 
I would like to illustrate with my own theater operation. 

In North Carolina, my company operates in the largest city of the 
Carolinas, and also some of the smallest. In many towns, competitive 
theaters are operated by an individual exhibitor or circuit, where 
both theaters are similar in size, do a comparable business, share a 
common labor market, and have no general advantage, one over the 
other. 

Under the proposed legislation, that individual in that particular 
small town would not be required to meet the minimum wage require- 
ments of this bill, whereas the circuit theater would have to do so. 
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You can see from this illustration that the provisions of the bill create 
unfair competitive basis of operation anich I am certain was not in- 
tended by this legislation. 

Theater ushers, concession attendants and minor help generally are 
only working in theaters to pick up a few dollars for spending money 
or minor luxuries. The turnover in these classes 1s tremendous. 
They work after school hours and on Saturdays mostly. 

Such theater employment is only temporary, part-time work. The 
majority of the ushers, concession attendants, cashiers, doormen and 
other theater employees are either students, or are retired or semi- 
retired people not dependent upon the income from their theater 
employment for their livelihood. 

The inclusion of these people would create one if not two results— 
the closing of the theaters because they could not afford the minimum 
required under this bill, or the replacement of these part-time, tran- 
sient-type employees by older and more permanent employees. While 
this might not greatly affect the younger people, it would materially 
affect the older people who are on social security and are trying to 
supplement their social security payments with additional funds up 
to a maximum of $1,200 a year. Unless theaters are excluded, it 
would be my estimate that 90 percent of the present employees in 
these classifications would be replaced. 

It is my belief that the proponents of this legislation would least 
of all desire to adversely atfect the small businessman operating one 
or two theaters. This type of theater operation are the very ones who 
ure operating the marginal theaters and could least afford to pay the 
minimum provided under this proposed law. 

Even in those areas where higher wage scales might prevail and 
where theaters would not be affected materially by the provisions of 
this legislation, do not overlook the fact that if three employees of a 
theater receive slight increases because of this legislation, it would not 
be long before all other employees of that theater would demand and 
expect an increase in salary also, to maintain the presently existing 
differential in wage scales. Therefore, the operator of that theater 
would be juggling a hot potato every month or so into the future. 

In conclusion, let me summarize by saying these two things: First, 
this industry cannot exist under the provisions of this proposed 
legislation ; and, secondly, it is our firm belief and conviction that any 
wage legislation should be entirely and completely within the hands 
of the local State governments because of their knowledge of their 
own areas and the needs of the population of those areas. 

For these reasons, we urgently and respectfully request that you 
specifically, by name, exclude motion picture theaters from this legis- 
lation, whether they be individually operated theaters or are operated 
by large circuits. The effect is the same on one or the other. 

Thank you very much, sir. 

Senator Morsg. Thank you very much, Mr. Stellings. 

Mr. Lydon, do you have any statement you wale like to make? 

Mr. Lypon. Yes. 


Senator Morse. You may proceed in your own way. 
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STATEMENT OF FRANK C. LYDON, EXECUTIVE SECRETARY, ALLIED 
THEATRES OF NEW ENGLAND 


Mr. Lypon. Mr. Chairman, my name is Frank C. Lydon, and my 
status is that of executive secretary of Allied Theatres of New Eng- 
land. We are a trade association having over 200 members, or asso- 
ciate member theaters, located in the five upper New England States. 

We are a regional association having no national affiliation. How- 
ever, some of our members maintain membership in one of the two 
national trade associations who have already addressed you. 

At the 1957 hearings, on legislation similar to that before the com- 
mittee today, we presented a comprehensive, I might say, then—14 
page—statement for your consideration. Our statement was supple- 
mented by my oral testimony before your committee. 

The statement and the testimony can be found on pages 734 te 747, 
inclusive, of your committee report of the 1957 hearings. 

A copy of our 1957 statement— 

Senator Morse. I want to make a statement for the record now. 

Let the record show that the 1957 statement just referred to by the 
witness will be incorporated by reference into the record of this hear- 
ing, available to the committee when we come to mark up the bill. 

Mr. Lypon. Thank you, Mr. Chairman. 

Mr. Chairman, If I at this point might have your permission to 
depart from my very brief prepared statement, strictly for the pur- 
pose of brevity, I would appreciate it. 

Senator Morse. With the understanding that your full prepared 
statement will be incorporated in the record. 

Mr. Lyvon. Thank you kindly. 

We wish to register our opposition to the proposals before you 
which would increase the minimum wage rate and then extend this 
rate, not to theaters in general, but to a selected group of theaters 
throughout the country. 

Our reasons for being in opposition have been comprehensively 
covered by the previous speakers. We, too, believe that the proposals 
are of doubtful constitutionality, and we believe that they are ex- 
tremely discriminatory and, if adopted, they would do more harm 
than good. 

So again, Mr. Chairman, as 2 years ago, we respectfully submit that 
our theaters, that all theaters, be continued in section 13 in the exemp- 
tion category in the Fair Labor Standards Act. 

I might only add, Mr. Chairman, that for reference purposes only, 
I would like to present to the committee a theater directory for the 
New England States, which I would not attempt to explain in detail, 
but will show the committee that 39 percent of the theaters in New 
England would become subject to the extension of the act; whereas 
61 percent, mostly competitive with the others, would not be. 

1 offer it for the record. 

Senator Morsr. It will be received for the use of the subcommittee 
but not printed in the record. 

Mr. Lypvon. I thank you, Mr. Chairman. 

That is the conclusion of my testimony. I have very little to do 
here, because my associates seem to have covered the matter very 
conclusively, and I thank you. 
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(Mr. Lydon’s prepared statement follows :) 


STATEMENT OF FRANK C. Lypon, Executive SECRETARY OF ALLIED THEATRES 
or New ENGLAND 


My name is Frank C. Lydon and my status is that of executive secretary of 
Allied Theatres of New England. We are a trade association having over 200 
members, or associate member theaters, located in the five upper New England 
States. 

We are a regional association having no national affiliation. However, some of 
our members maintain membership in ene of the two-national trade associations. 

At the 1957 hearings, on legislation similar to that before the committee today, 
we presented a comprehensive 14 page statement for your consideration. Our 
statement was supplemented by my testimony. 

The statement and testimony can be found on pages 734 to 747 inciusive of 
your committee report of the hearings, 

A copy of our 1957 statement is attached hereto for the record and for con- 
venient reference by you and members of the full committee. 

At this time we would like to repeat about 20 lines of the 1957 statement 
which is a summarization, more or less. 

It reads: 

“Mr. Chairman, we fully appreciate the commendable and constructive objec- 
tives of the proponents whose proposals are before you. However, for the reasons 
which we have submitted—in substance : 

“That we are not ‘engaged in commerce.’ 

“That we do not ‘substantially affect’ commerce. 

“That the proposals, if adopted, would constitute the ultimate in dis- 
crimination against the backbone of the motion picture industry. 

“That the effect of the proposals would jeopardize the industry in all 
branches. 

“That curtailment and elimination of employment would follow the loss 
of capital investments. 

“That a condition with 10,000 exempt and 8,400 subject theaters violates 
the ‘half free—half slave’ concept. 

“That a ‘You may—but the other fellow mustn't’ policy is unfair and 
un-American. 

“We respectfully submit, Mr. Chairman, and members of the committee, that 
our theaters—that all motion picture theaters—be continued in section 13, in 
the exemption category.” 

At this time we again submit, Mr. Chairman and members of the conminittee, 
that our theaters—that all motion picture theaters be continued in section 13, 
in the exemption category of the Fair Labor Standards Act. 

For your time, your attention and your patience, may I Mr. Chairman and 
members of the committee, express the appreciation of our membership—and 
my personakthanks. 


STATEMENT BY FRANK C. LypoN, EXECUTIVE SECRETARY OF ALLIED THEATRES OF 
NEW ENGLAND, RELATIVE TO PROPOSALS To EXTEND THE FAIR LABOR STANDARDS 
Act oF 1938 To SERVICE ESTABLISHMENTS, MARCH 1957 


(Resubmitted to the Senate Subcommittee on Labor of the 86th Cong., May 15, 
1959) 


My name is Frank C. Lydon. I am executive secretary of Allied Theatres 
of New England, a trade association with 190 member theaters located in the 
five upper New England States. About 185 of our member theaters would, 
under certain conditions, become subject to the Fair Labor Standards Act in 
the event that proposals now before the committee were adopted. 

We are a regional trade association having no national affiliation although 
some of our members maintain membership in one of the two national trade 
groups. 

For the committee’s-information I shall provide your clerk with 2 record of 
our membership. 

Due to the distress conditions which continue to prevail in our business we 
are vitally concerned with any proposal to revise our wage structure. 

Although some of the proposals before your committee would maintain the 
status guo in service establishments such as our motion picture theaters, others 
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would extend the act to employers having five or more units and to those having 
one or more units, provided their annual gross, by volume, exceeded $500,000. 

As to the recommendations of the Secretary of Labor—Mr. Mitchell's sug- 
gestions were directed toward 2 million people in retail trade and approximately 
450,000 people in other lines (indicated on p. 8 of his statement) but not includ- 
ing employees of motion picture theaters. 

As to extending the act to those “competing with any activity in commerce,” 
it would appear that twelve or fifteen thousand small theaters would thus be 
alfected. In that case these small theaters would drop off like flies—6,000 
similar theaters went out of business during the recent tragic transition due 
to television—and at least another 6,000 theaters in our cities, towns, and 
hamlets weuldttso go out of business if the act were so extended. 

It would appear that our opposition should be directed (1) to the expansion 
proposals in general—that is, as to whether or not they should apply to service 
establishments such as motion picture theaters, and (2) the disastrous conse- 
quences, the practical effect, if the act is only applied to certain groups—said 
groups to be determined by an arbitrary five unit or $500,000 yardstick. 

Theaters have been exempt under the act for almost 20 years. No doubt they 
were so exempted on the theory that movie theaters do not affect the “free flow 
of goods” in commerce; that they are not responsible for “labor disputes obstruct- 
ing commerce”; that they do not interfere with or affect “fair marketing of 
goods in commerce,” ete., as outlined in section 2(a) of the act. 

As to employers “affecting” commerce, assuming that to affect commerce means 
to influence commerce, we contend that our influence upon commerce is minute. 
Our motion picture theaters are service establishments. Not only that—but they 
are unique service establishments. We offer our patrons nothing tangible—we 
have no merchandise to offer—we merely purvey a privilege, that of admission 
to an area or auditorium where we offer images and sound for a specific period 
of time. 

We do not “purchase” the pictures which we offer. We merely lease them from 
the copyright owners for limited periods. "When a lease expires, all our rights 
expire. We have nothing left in inventory—other than our copy of the approved 
contract. True, the pictures which we offer must be produced or manufactured 
and they must be sold and distributed to the theaters, and these branches of our 
industry, production and distribution, have always been subject to the act. 

On the subject of film distribution—it could well work out that exempt theaters 
having numerous program changes would have the greatest number and volume 
of shipments, while those having the fewest shipments would be subject to the 
act. I refer of course to larger theaters, some of which play the same picture in 
excess of a full year; or one local theater in Boston which only had seven ship- 
ments—seven shows—in entire 1956. 

We are frank to admit that we are influenced in our thinking by our persenal 
problems and prejudices—but it is rather difficult to believe that the authors of 
our Constitution ever contemplated that a 300-seat movie theater in Lubec, Maine, 
would be directly affected by a constitutional provision that the Congress shall 
have the power “to regulate commerce with foreign nations, among the several 
States, and with the Indian tribes.” 

It is on this premise, Mr. Chairman, that we would—with all due deference— 
appeal to your committee to explore the matter of constitutional limitations, 
exhaustively, insofar as movie theater operations are involved. 

As to the practical effect, provided the expansion proposals are adopted and 
an arbitrary five-unit $500,000-yardstick is used. 

In substance, Mr. Chairman, in any such case a disastrously discriminatory 
decree will have been imposed upon the backbond segment of the movie industry. 

If the suggested yardsticks are used 8,400 theaters, owned by 460 chains or 
circuits, will become subject to the act. 

Although these 8,400 theaters are less than 50 percent of all theaters numerially, 
they are the backbond of the entire motion picture industry. 

These theaters represent 
Eighty percent of the 24 billion of capital investment in theaters: 
Kighty-five percent of all domestic film rental returns to the producers ; 
Eighty percent of man-hours of labor required by all theaters. 

To burden these 8,400 bakbone theaters and at the same stroke exempt their 

10,000 competitors would be manifestly unfair. 

The proposals disriminate against circuits or chains—possibly on the assump- 
tion that. they are not necessarily big business, but rather that they, for some 
unexplained reason, can afford to pay higher rates. 
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We feel that chains or circuits, as such, are not big business as that term is 
generally used. 

On the contrary—they are an amalgamation of many small service establish- 
ments which are competing directly with identical small service establishments, 
and under identical local conditions. Although local theaters, chain or indi- 
vidual—exempt or subject—are on equal terms as to local taxes, power, supplies, 
as well as availability and terms for manpower—the chain theaters, by their very 
association, must endure certain handicaps. 

Even as any chain is only as strong as its weakest link, so, too, with theater 
chains. A chain must have pictures in numerous theaters: so, they are vulnerable 
2s to film rental terms. They cannot afford to haggle, to bargain, etc., too much 
is at stake. The chain is also vulnerable in labor negotiations. Because of its 
very size and investments, it cannot afford to resist settlements. With a chain 
operation it is a case of trouble in many theaters if differences are not settled 
for the controversial theaters. We would like to add here that labor relations 
with our crafts unions up in New England have, except for rare instances, been 
extremely good. 

One chain weakness that is prevalent is the parasite operation, the red ink 
theater or the weak link situation. Most all chains have them. They either 
own them and have a capital investment involved, or they have them under 
long-term leases and they are just plain stuck with them. Although they are 
losing money they are kept open, maintaining a weekly payroll. and the deficit 
has to be made up in a profitable link which may be in some remote area. This 
is a true case of the strong helping the weak subject theater which would go 
out of existence if it were an exempt, individually owned theater. 

The proposed yardstick also discriminates in favor of the small seater ex- 
tended-run theaters, most of which are privately or individually owned. These 
theaters have the advantage of low capital investment and low overhead and, 
while they remain below the $500,000 annual or $9,600 weekly gross level, they 
remain exempt although they may be in direct competition with subject the- 
aters. With this extended run policy these particular theaters enjoy a larger 
profit ratio, on both receipts and capital investment, than their subject 
competitors. 

As to the extent of discrimination in the New England area, we would like 
your committee to have a directory of theaters in the Boston exchange area— 
that is the five upper States. 

This directory and recap show that 305 theaters would be subject to the act, 
398 theaters would be exempt under the act, and 99 of the exempt theaters 
would be direct competitors to the subject theaters. The recap shows that only 
44 percent of all theaters would be exempt in Massachusetts, in contrast with 
77 percent exempt in Vermont. 

As to a specific instance of discrimination, we would like your committee to 
have a copy of a survey of a particular chain where they would be subject in 
26 towns and would be required to compete in these very same towns with 49 
exempt competitors. 

One more example as to degree of discrimination. We would cite a chain 
which, since the inception of television, has been reduced from 26 units to 12 
units, would be menaced by 13 exempt competitors in 9 of the 11 towns where 
they have managed to stay in business. For this chain, application of the act 
would be an invitation to extinction. 

One final example of discrimination. In the event that the proposals prevail, 
in downtown Boston six subjected first-run theaters would be in direct compe- 
tition with four exempt theaters. 

Mr. Chairman, our approach to this problem must, of course, be a realistic 
one. Therefore, we must consider certain avenues of escape. 

Although the smaller chains, owned by individuals and closed corporations, 
could be divided and subdivided into family: or friendly groups to escape in- 
volvement, no such recourse is available to large corporate bodies. Their only 
avenue of escape is liquidation of their capital investment in unfavorable com- 
petitive areas, to their detriment and that of their shareholders. Unfortunately 
many of these subject chains occupy numerous theaters under long-term leases— 
leases which are guaranteed by the theater chain’s corporate integrity. On 
these they are trapped, there is no escape. 

In passing we might say that drive-in theaters—as a class—will be less 
affected than four-wall or conventional theaters, because drive-ins are, for the 
most part, owned by newcomers to the theater field. 
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We do not mean to belabor the committee concerning our financial plight. 
We have been, and we still are, recognized as a distress industry. The Congress 
has been most considerate in the relief which it has granted and we are sincerely 
grateful. We mention this factor because we, in the Northeast and particularly 
in New England, have been hit much harder than other regions of the country. 

We would like your committee to have a 1954 report on motion picture the- 
aters which we shall present to your clerk. It indicates that our (New Eng- 
land) decline of 40 percent in receipts, of 48 percent in number of admissions, 
and 19 percent in seating capacity (theaters closed) exceeded the national 
averages by about 8 to 15 percentage points. 

We would also like your committee to have a chart showing, by States, the 
decline in conventional theater operation of 220 theaters since 1948, which we 
shall hand over to your clerk. 

In our theaters we employ willing labor-eager, labor-intelligent, and inde- 
pendent individuals who come into our employ at their own free will, exercising 
their inherent right as free agents to contract for their own services. No 
duress, no compulsion is involved. 

Our business depends upon public acceptance of the service we have to offer, 
and, being subject to the whims of the public and the weather, we experience 
almost fantastic fluctuations between feast and famine from one program to 
the next. With us every new show, every new day is a new gamble. 

Because of these fluctuations, these uncertainties, service wages in theaters 
have been, historically, somewhat less than those in mercantile lines where 
labor costs can be added directly to the cost of goods sold. Regardless of this 
condition, we have generally been able to obtain all required manpower and we 
have waiting lists for employment in most of our theaters. 

Most of our employees are students, part-time workers, and short-term 
workers. Most of them are interested in earning incidental or supplemental 
income for conveniences rather than for necessities, or, in the case of students, 
earning lunch money or book money that they may continue with their educa- 
tion. In most cases these workers are “dependent” deductions by the heads 
of their respective families. 

In addition to the supplemental income, these workers are attracted to theater 
employment by the— 

(a@) Convenience of local employment, handy to their homes, and the 

(b) Convenience of working time which we can offer—as to time of day 
or night, days of the week, etc., and the 

(e) “Atmosphere” or the theater—whether it be the surroundings, being 
in the public eye, the so-called glamour of the movies, or 

(ad) They just like movies—especially when they get paid to watch them. 

We do not concede that we have been parsimonious with our service workers, 
and we are confident that they do not feel that way either. If they did, we 
would have a much larger turnover and we would not have any waiting lists of 
ready and willing workers. I cannot think of any instance where we ever 
had labor troubles with service workers. 

Because we have been geared up in this manner we have ben able to pay 
substantial salaries to our skilled workers, our men in the crafts, to whom 
theater employment is the main source or the sole source of income. These 
craft workers have always been paid substantial salaries. We have a splendid 
record of Jabor relations in this field, with unrest or disturbances held to an 
absolute minimum. 

The most important factor in our theater wage structure is that of customary 
differentials. 

Starting at the bottom, with ushers, customary wage increases (or differ- 
entials) apply for each category as we proceed to chief ushers, cleaners, 
matrons, ticket sellers, ticket takers, doormen, assistant managers, managers, 
and, at the top, the crafts, stagehands, electricians, and projectionists or 
operators. 

Now, in those 8,400 backbone theaters which would become subject if the 
proposals were accepted, differentials become a major problem. 

If ushers were brought up to the $1 per hour level, then each higher bracket 
would expect and demand proportionate increases and our entire wage struc- 
ture would be disrupted. Such a situation could easily lead to serious labor 
disputes, curtailment of employment opportunities and elimination of employ- 
ment possibilities due to theater closings. 
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If the bottom bracket (for ushers) was increased to $1 per hour it would 
amount to a 25-percent raise in Massachusetts, but in the remaining States the 
increase would range from 50 to 100 percent. 

Applying these percentage increases under the customary differential formula 
would be an utter impossibility, completely prohibitive and ruinous to our 
backbone theaters while 10,000 “exempt” competitors would be unaffected. 

As to overtime provisions, they would only apply to the bigger theaters in the 
backbone group unless they hired shifts to avoid overtime. 

Even as the proposal to extend the act discriminates against the backbone 
group, the overtime provisions further discriminate against a particular class 
within the backbone group. 

Mr. Chairman, experience compels us to take a long-range view of the ultimate 
effect in the event we are brought within the scope of the act. Today we are 
talking about $1 per hour, a 40-hour week, and an 8-hour day. But even now 
your committee has proposals providing for $1.25 per hour and even $1.50 per 
hour; also, proposals for a 37%-hour week and a 35-hour week. Those, too, are 
matters which must be considered. , 

In our trade press, or the general press, we have seen mention of a step 
rate or piecemeal approach to this problem. The ultimate results would be 
unchanged, it would merely be a case of cutting the dog’s tail off 1 inch at a 
time in an effort to lessen the pain. 

Mr.-Chairman, we fully appreciate the commendable and constructive objec- 
tives of the proponents whose proposals are before you. However, for the rea- 
sons which we have submitted, in substance— 

That we are not “engaged in commerce” ; 

That we do not “substantially affect” commerce; 

That the proposals, if adopted, would constitute the ultimate in discrimination 
against the backbone of the motion picture industry ; 

That the effect of the proposals would jeopardize the industry in all 
branches; 

That curtailment and elimination of employment would follow the loss of 
capital investments ; 

That a condition with 10,000 exempt and 8,400 subject theaters violates the 
“half free-half slave’ concept; and 

That a “You may, but the other fellow mustn’t” policy is unfair and 
un-American. 

We respectfully submit, Mr. Chairman and members of the committee, that our 
theaters—that all motion picture theaters be continued in section 13 in the 
exemption category. 

Mr. Chairman and members of the committee, for your time, your attention, 
and your patience, may I express the appreciation of our membership. 

Thank you. 


Senator Morse. Gentlemen, rather than ask you a series of ques- 
tions, I would like to have the attention of Mr. McClure, the clerk of 
the committee. I think I can cover whatever questions I would ask 
you by these instructions to Mr. McClure, and I respectfully request 
that you cooperate with him to the extent that you have the data 
available for the preparation of the memorandum I now ask for. 

Mr. McClure, I would like to have you prepare for committee con- 
ference purposes a memorandum containing the following data: 

From Government reports, from any industry reports that these 
gentlemen can make available to you, or from any other source: 

(1) The best estimate as to the number of employees that would 
be covered into the act if the law should be amended so as to spe- 
cifically cover. theaters or if it should be subsequently interpreted by 
the courts as covering theaters. 

(2) The best information you can find for us as to the present 
brackets of pay scales for those employees. 

To give you an example of what I mean, speaking only hypotheti- 
cally: Suppose you find that there are X number of ushers in these 
theaters, and I would like to have, if you can, the data broken down 
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so as to show the ushers and the ticket takers and the ticket sellers 
and the other personnel of the theaters, break it down so as to give 
us the pay brackets and the number of people in each bracket. 

(3) Next, because these witnesses have testified, and, on the basis of 
our past record, there has been previous testimony in other years, some 
information as to the ages of these employees, any information you 
can give us as to whether they are heads of families or whether they 
are young school boys and girls of high school and college age, or 
retired people, as one witness testified to here tod: Ly. 

What we need, if we come to give consideration to coverage, is the 
raw data that will show us what the effect of the coverage will be. 

(4) Next, include in the memorandum whatever data you can find 
out as to the number of employees in the theater industry now receiv- 
ing above the minimum wage. 

‘You have testified here that most of your theaters in the large cities 
pay more than the minimum, and that by and large the extension of 
coverage would fall upon the little family theater or small town 
theater or local community theater. 

(5) Then, if you can get it and they can help you get it, any infor- 
mation as to what the present financial status of these theaters res ully 
is. We have already in the record here this data showing us that 
since 1957 the attendance has dropped another 35 million. 

I think if the committee takes up this problem of coverage it is 
relevant to know what the present financial condition of these theaters 
will be. 

With that series of instructions to the chief clerk of the committee, 
1 give this further instruction in the record: 

That Mr. McClure is authorized to communicate with these wit- 
nesses in the preparation of this memorandum so that you will have 
full opportunity to supply any further material along this line, along 
these lines of instructions, that you wish to supply. 

However, I know enough about the committee discussions to know 
that in addition to the testimony you have submitted today, it will 
be helpful to have these data, and I am not saying that I place 
upon you the burden of supplying it. I only make a “request of you 
to the extent that you can assist Mr. McClure that you do so, be- 
cause there are other sources he nec essarily will have to go to, any- 
way, to help get some of the information I have asked for. 

Mr. Brytawskt. I should be happy, sir. Actually, we probably 
will use the same sources of information, the 1954 census figures, 
which were the last figures on anything of the kind. 

I have here a tabulation. We tabulated them and checked them. 
[I actually could answer some of your questions now, but I prefer to 
work with Mr. McClure and get this straightened out. 

Senator Morse. I think we will save time and get it in better form 
if we do it by carrying out theseinstructions. 

Is that clear, Mr. McClure ? 

Mr. McCuure. Yes, sir. 

Mr. Sretirnes. Senator, could Mr. McClure supply us with a copy 
of the subjects you desire to be covered ¢ 

Senator Morse. Yes. He will send you a written request for co- 
operation. 

Mr. Sretxrncs. That will help us. 
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Senator Morse. I have no other questions, gentlemen. Thank you 
very much. 

Mr. Sreturncs. Thank you, sir. 

Mr. Brytawski. Thank you, sir. 

Senator Morse. I understand, Mr. Packard, that the airplane time 
schedule is breathing down your neck, so I am going to call upon you 
to come forward now and give your testimony somewhat out of order, 
as far as my list of witnesses is concerned. 

You may proceed in your own way. 

Mr. Packarp. I am very appreciative, sir. 

Senator Morsr. Mr. Packard, of the American Hotel Association. 


STATEMENT OF ARTHUR J. PACKARD, PRESIDENT, PACKARD 
HOTELS C0.; ACCOMPANIED BY CHARLES MERRITT, GENERAL 
COUNSEL, AMERICAN HOTEL ASSOCIATION; M. 0. RYAN, MAN- 
AGER, WASHINGTON OFFICE, AMERICAN HOTEL ASSOCIATION; 
AND DONALD MONTGOMERY, ASSOCIATE MANAGER, WASHING- 
TON OFFICE, AMERICAN HOTEL ASSOCIATION 


Mr. Pacxarp. I am very appreciative of your courtesy. For the 
record, I am Arthur Packard, president of the Packard Hotels Co. 
in Mount Vernon, Ohio. I have with me Mr. Merrit, our legal 
counsel, Mr. Ryan and Mr. Montgomery from our Washington office. 

I am chairman of the governmental affairs committee of the Ameri- 
can Hotel Association. ‘This association represents approximately 
6,000 hotels and motels in the United States, and actually speaks 
for about 90 percent of the first-class hotel rooms in the country. 

Strangely enough, we are essentially a business of small business 
enterprises, because approximately 75 percent of our member hotels 
have 125 rooms or less, so we are essentially an industry of small 
business enterprise. I appreciate the opportunity to present the views 
of the hotel industry to this committee in connection with its con- 
sideration of bills to amend the Fair Labor Standards Act. 

At the outset, I would like to make it clear that it is impossible 
to present fully, in the time allotted, all of the problems that would 
confront our industry should S. 1046 be enacted. However, in the 
time granted me, I would like to touch just briefly upon some of the 
language included, and some which has been omitted in this bill, as 
it would affect the hotel industry. 

First, 1 would like to refer to section 3(m) of the bill, which con- 
cerns the definition of “wage” paid to any employee. A number of 
bills before Congress last year include tips within the definition of 
“wages” where it was received by an snakes in an industry where 
7 are recognized as a part of an employee’s compensation. Many 
of the employees of a hotel earn tips equivalent to $1.25 an hour, 
or more. In my own hotels, I pay my hostesses $50 to $60 a week 
for 35 to 40 hours of work. Waitresses, on the other hand, receive 
a wage of only $24 a week. However, I cannot get any of my 
waitresses to take a job as a hostess, because the $24 a week they get 
plus their Gps gives them an income substantially higher than the 
wage received by the hostess, who does not receive tips. 


Also, in many cases, bellboys have earnings greater than desk 
clerks who are paid $325 a month. Actually they sometimes receive 
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even greater income than assistant managers in hotels. Failure by 
those who drafted this bill to include tips within the definition of 
wage could result in great dislocations in our industry if the bill is 
enacted. In some cases, hotels might have to add a service charge 
to the guest’s bill in lieu of all tips, as they do in Europe and some 
other foreign countries. Of course, the end result of this would be 
severely injurious to bellmen, waiters and waitresses, maids, and 
others who now earn a substantial livelihood principally out of tips. 
Further, it would aggravate our cost problem at a time when we are 
fast pricing ourselves out of business. 

Hotels are unique in that many of our employees receive meals, 
lodgings, tips, uniforms, and other types of real wage. ‘Taxwise, 
employees who receive these fringe benefits are frequently better off 
financially than those who receive merely a cash wage. We think 
it imperative that allowance be made in any minimum wage bill to 
cover service employees in any industry, who have tangible fringe 
benefits, which are equal to or superior to cash wage. ‘Too often, this 
factor is overlooked in bills which are introduced before the Congress. 

We renew our contention also that the cost of living varies so 
widely between industrial areas and rural sections of the country 
that it would be manifestly unfair and unrealistic to attempt to set 
a single uniform minimum wage for all parts of the country. Even 
the individual States allow for the difference in cost of living between 
the various sized cities and towns within their borders. 

Dislocation arising out of failure of the bill to make allowance for 
tips is only one example of the squeeze that is going to face many 
hotel operators unless these factors are recognized in the bill. Their 
choice 1s fairly simple. Where they are already at or just above the 
break-even point in their operations, or where their building is suit- 
able for any other use, they may have to cease operations as a hotel. 
There are many, many hotels in thiscategory. Others cannot go out of 
business, because they have such a big investment in a property which 
is suitable only for a hotel. Operators of such establishments would 
have to be ingenious in making the necessary adjustments in their 
operations. These adjustments could result in hardship and unem- 
ployment for great numbers of workers, who, in many cases, will 
not be able to find stable employment elsewhere if they are released 
from their present jobs in hotels. 

The bill proposes to cover every hotel employer engaged in an 
“activity affecting commerce.” This appears in section 3(s) of the 
bill. I don’t think that it is necessary for me to point out to the com- 
mittee that this language is probably broad enough to cover every 
individual engaged in any activity which involves a business trans- 
action. Many of us were shocked at the way in which the Supreme 
Court construed the terms of the Fair Labor Standards Act in the 
case of Martino v. The Michigan Window Cleaning Company a num- 
ber of years ago. We didn’t realize that the decision in that ease was 
merely the first step indicating the direction that the Supreme Court 
intended to go in extending the application of Federal jurisdiction 
under statutes covering activities affecting commerce. Some recent 
decisions by the court strain one’s imagination in trying to think of 
any business transaction which does not affect commerce under the 
current thinking of the high court. 





SOS TO AMEND THE FAIR LABOR STANDARDS ACT 


Section 3(t) describes the categories of employers who are covered. 
At first ae it may appear that hotels are in category (2), which 
covers service establishments having sales of not less than $500,000, 
providing that sales by such establishment to customers engaged in 
mining, manufacturing, transportation, commercial, or communica- 
tions business amount to $50,000 annually. U nder this provision, 
virtually every commercial hotel would be covered by the act, since 
its typical c1 ustomer is a salesman or a businessman, employed in 
mining, manufacturing, transportation, commercial, or communica- 
tions business. 

Even hotels which are below the $500,000 coverage minimum in 
section 3(t)(2) would nevertheless be covered if they employ a 
telephone operator. 

Since practically every hotel has a telephone operator, they would 
come under section 3(t) (7), which covers any enterprise having any 
employee engaged in commerce having gross annual dollar volume 
of $50,000. This exposure of a single employee would bracket in the 
entire staff of a hotel or other service establishment. 

When I stated that the few hotels and motels which have a gross 
of less than $50,000 might not be covered, I presumed that they could 
qualify as service establishments. But I am at a loss to know what 
would constitute a service establishment under the provisions of 
S. 1046. Section 13(a) of the present Fair Labor Standards Act sets 
forth some characteristics and tests for a service establishment. How- 
ever, this language is completely rewritten in section 9 of S. 1046. 
But the language in the bill fails to define a service establishment, 
describe its characteristics, or set up any tests by which an employer 
can ascertain whether or not his business would qualify as a service 
establishment. 

Senator Morse. May I interrupt at that point ? 

Mr. PacKarp. Yes, sir. 

Senator Morse. I want to give instructions to counsel of the sub- 
committee that I will expect a memorandum dealing with this criticism 
of the bill; to wit, that it does not contain a sufficiently clear and 
definite definition of the service establishment. 

Counsel knows from his experiences with me on this committee that 
one thing I am a stickler about—and that is that when citizens pick 
up a law, they ought to be able to read definitions in the law so clear 
and certain that they know to whom it applies. 

I am not passing judgment on your criticism, because I haven’t Mr. 
Packard, studied the bill from that standpoint. But all I need to 
know is that the criticism is made in order to give instruction to 
counsel, which I have just given him, that I will expect a memorandum 
from him dealing with your testimony on this point. If he reaches 
the legal conclusion that there is merit in your criticism, then I will 
also inelnde in my instruction the suggestion that we recommend to 
the committee language that will meet the criticism. 

Mr. Packarp. Thank you very much, sir. 

This, of course, might well mean that proprietors of hotels would 
have to suffer through long years of litigation, growing out of this 
statute, until the courts ultimately decide what constitutes a service 
establishment. The case law that has been developed on this point 
during the past 20 years will become useless in the event the language 
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is rewritten. This very uncertainty becomes a tremendous burden, 
since the employer is liable for double the amount of the deficiency on 
minimum wages and overtime compensation. 

Before I comment on the minimum wage rate provided in section 
5 of the bill, 1 would like to skip over to section 9. ‘This section re- 
writes the present language of the exemptions in section 13(a) of the 
act. I was quite surprised to learn that the exemption for service 
establishments which is provided in the present law has been com- 
pletely eliminated. 

Specific exempt ions are extremely import: ant to employers, p: urtic- 
ularly in the hotel industry. This is true even though the coverage 
test in the bill now applies to employers as well as employ ees. The 
employer’s exemption applies to all of his employees, even those who 
are engaged in an activity which might be construed as affecting com- 
merece. Without an et mployer exemption under section 13 (a),a hotel 
would be burdened with the recordkeeping requirements and the mini- 
mum wage and overtime provisions of the law, with respect to some 
of its employees. Also heavy labilities could build up for innocent 
and unwitting violations, 

I note that the |: anguage of the bill provides an exemption for retail 
establishments which do not meet the minimum coverage tests of 
subparagraph (1) of paragraph (t) in section 3, but no such exemption 
is included for service establishments under subparagraph (2). I 
presume that this omission was deliberate, in view of the fact that the 
language in subparagraph (8) of the new exemption language exempts 
both retail and service establishments which do not meet the minimum 
requirements for coverage under subparagraph (1) or (2) of pars 
graph (t), section 3, but. this exemption applies only to employees 
handling telegraphic messages, and not to other employees of service 
establishments. 

The proposed elimination of the exemption for service establish- 
ments could have widespread repercussions. Even if I had 2 or 3 
hours, I would find it virtually impossible to give the committee a 
full analysis, in view of the fact that, if this bill is enacted, no one 
will be able to know for sure what a service establishment is, until 
the courts make a determination after years of costly litigation. 

But permit me to mention just two effects. Switchboard operators, 
travel clerks, and possibly some other employees would be covered 
even in hotels which have a gross of less than $50,000. Also, thou- 
sands of hotels and other small business enter prises in the country 
provide a necessary service in small cities by serving as a bus stop 
to provide shelter for persons awaiting transportation. In some 
cases these are small restaurants, drug stores, barber shops, shoeshine 
parlors, as well as hotels or motels. They are located only in com- 
munities which are too small to justify the bus company in maintain- 
ing a bus station. In addition to providing shelter for bus passen- 
gers, these small enterprises normally sel] bus tickets, and receive 
from the bus company a 10 percent commission on the sales price of 
the ticket. An estimated 40,000 tiny enterprises are included in this 
group. Of these, 7,000 are small hotels. The money they receive in 
commissions oftentimes is the difference between a profitable opera- 
tion and a losing one for them. 





810 TO AMEND THE FAIR LABOR STANDARDS ACT 


At the present time, hotels and virtually all other establishments 
of this type are exempt from both the minimum wage and overtime 
provisions of the Fair Labor Standards Act, under section 13(a) (2). 
S. 1046 now proposes to eliminate this employer exemption as it 
applies to service establishments. This will mean that 7,000 hotels, 
and thousands more of these small businessmen in service enterprises 
with a gross of far less than $50,000, will either have to lose the 
income that they derive from these bus ticket sales, or pay minimum 
wage and overtime to those of their employees engaged in sales of 
bus tickets. Others will have to discharge their telephone operator. 
This is particularly onerous in view of the fact that bas schedules 
often require such establishments to remain open 7 days a week, 24 
hours a day. There is no need for me to dwell upon this point, or 
other consequences that would flow from the enactment of this new 
language, because I am sure that those who drafted it already had 
considered all of the possible ramifications. 

Section 5 of S. 1046 changes the coverage language of the minimum 
wage provisions of the present law, and increases the minimum wage 
rate from $1 to $1.25 an hour. Even if hotels were not exempted 
under section 13(a)(2) of the present Fair Labor Standards Act, 
most hotel employees would not be covered, since they are not engaged 
in commerce, as that term is defined by section 3(b) of the present 
statute. However, section 5 of S. 1046 imposes upon an employer the 
obligation of paying minimum wage rates not only to those of his 
employees who are engaged in commerce, but requires him to pay all 
of his employees $1.25 an hour, or more, if any of them are engaged 
in any activity affecting commerce, necessary to commerce, or com- 
petes with any activity affecting commerce, or burdens or obstructs 
or tends to burden or obstruct commerce, of the free flow of commerce. 

I know of no Federal statute that is more all-inclusive in its cover: 
age than the Fair Labor Standards Act would be if S. 1046 were en- 
acted. The enactment of this language would mean that virtually 
every hotel in the country would be required to pay the lowest paid 
of their employees a minimum of $1.25 an hour. The suffering re- 
sulting from the enactment of this language would fall principally 
upon those employees whose productivity is so low that they would 
not be hired if an employer were required to pay them $1.25 an hour. 
Hotels have many employees who are overage, or for some other 
reason are unproductive, whom they hire for menial tasks in the 
kitchens or for small housekeeping chores. A hotel often will pro- 
vide an older person with a room and meals and a small wage, to 
act as watchman. His services actually could be dispensed with. 
Automatic alarms could replace him overnight. 

In my own hotels, I have many older women working as maids. 
They can service only six to eight rooms a day. In large cities, 
where maids are paid well, they are expected to do 18 to 25 rooms. 
If I were required to pay these older women $1.25 an hour, I would 
have to discharge them and hire younger women who could do 
enough work to justify that wage. 

Elevator operators, dishwashers, and many other types of workers 
employed in hotels would have to be eliminated through the installa- 
tion of automatic elevators, dishwashing machines, and so forth. 
Most bellboys would have to be fired, since, as I pointed out earlier, 
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no allowance is made for tips in computing wage rates. Many, many 
operators of hotel properties would be forced out of business. If 
another operator took over the property, he would have to cut costs 
sharply by reducing payrolls. This would produce widespread un- 
employment of persons who in many cases would have to depend 
upon public valleah relief payments instead of the honorable liveli- 
hood they are now earning for themselves, even though their wages 
are below those considered to be minimum. Many hotels have more 
employees than they have rooms. The work of many such employ- 
ees has only a slight and indirect effect upon the income of the prop- 
erty. Hotels are probably the largest employers in the world of 
unskilled workers. 

With respect to premium pay for overtime work, the enactment of 
section 6 of S. 1046 would make virtually every employee of most 
hotels subject to the overtime provisions of the Fair Labor Stand- 
ards Act. This would probably put more small hotels out of busi- 
ness than the minimum wage requirements. 

As you gentlemen know, hotels must remain open 24 hours a day, 
7 days a week. That is 168 hours a week. Even if we worked four 
40-hour shifts, we still would have 8 hours a week left during which 
we would have to pay overtime. Smaller hotels generally have three 
shifts of desk employees, bellmen, and elevator operators. One shift 
is generally or frequently made up of the owner and manager. 
Oftentimes he serves as desk clerk, bellman, and elevator operator. 
In order that an employee can have off 1 full day a week, the shifts 
are often doubled up, so that on 2 days a week there are two shifts of 
12 hours each. In order to operate the hotel above the breakeven 
point, the manager and certain key employees must work for 
extremely long periods. 

If the present language of section 6(a) were enacted, however, it 
would be necessary to hire one additional shift, or to pay time and 
one-half to all present employees for a substantial amount of over- 
time. From the standpoint of wage costs, there is little difference 
between these two alternatives. It is no stretch of the imagination 
to say that imposing a 25-percent additional wage burden on small 
hotel operators would probably put them out of business promptly. 

To some extent, what I have said concerning desk clerks, assistant 
managers, and other key employees also applies to some hotels with 
respect to maids, housekeepers, and others. The typical flow of guests 
through a hotel sees the peak business on Monday, Tuesday, Wednes- 
day, and Thursday. On Friday, Saturday, and Sunday, many hotels 
have more than two-thirds of their rooms vacant. One shift of maids 
can service all of the rooms during an 8-hour shift on Monday through 
Friday. Schedules are adjusted to provide the greatest time off for 
maids on Saturday and Sunday, since only one-half as many are re- 
quired for weekends. Therefore, maids generally get off at least 1 
day a week. However, enactment of section 6 of S. 10.46, by requir- 
ing overtime to be paid on the sixth day of the week, would impose 
about a 10-percent increase in wage costs upon employers in the hotel 
industry. i 

Again let me emphasize that the damage here Twill pesenspeny fall 
upon the most unfortunate category of employees, and upon the pub- 
lic. These are the unskilled, handicapped, or older workers. Hotels 
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would have to devise methods of curtailing their wage costs. This 
would mean that maids who cannot service enough rooms to enable 
the employer to avoid overtime pay liability would be replaced by 
younger and faster workers. Bellmen and other tip employees such 
as waitresses who now are anxious to work overtime to increase their 
takehome pay from tips, would not be permitted to work, because it 
would impose upon their employer the hability for wages at 114 
times the regular rate. In a nutshell, Senator, if you enact this bill, 
many persons who are now honorably employed in hotels will be 
put on public relief rolls, or welfare rolls. 

Actually, in my own section of the Middle West, unemployment is 
still a problem, and the discharge of the low-activity people in my 
employ would certainly aggravate the situation rather than alleviate 
it. 

Senator, I appreciate the opportunity of presenting these views to 
you on behalf of the hotel industry. 

Senator Morse. Thank you. TI am very glad to have your testi- 
mony. I have one question and one set of instructions to give the 
staff. 

I have been advised that under the present law tips are calculated 
as wages, if the employer requires an accounting of the tips from the 
employees; is that correct ? 

Mr. PacKkarp. No. 

Senator Morse. That is not correct? 

Mr. PacKkarp. No, sir. 

Mr. Montcomery. With respect to unemployment compensation 
statutes and social security that is sometimes true. 

Senator Morsr. It is sometimes true in connection with unem- 
ployment insurance statutes and social security statutes, but not with 
respect to the Fair Labor Standards Act? 

Mr. Packarp. In the State of Ohio, for which I can answer very 
easily, Senator Morse, we report tips, rooms, and meals for work- 
man’s dompenaation. for industrial insurance, but it isn’t classified 
under the Fair Labor Standards Act or the minimum wage law of 
Ohio which has two classifications, service and nonservice employees. 

Senator Morsr. T want to thank you very much. 

Mr. Packarp. Mr. Montgomery is with our Washington office, as 
is Mr. Ryan and Mr. Merritt our legal counsel. They are here for 
moral support. 

Senator Morse. I want you to listen to the instructions I give to 
counsel of the subcommittee. He is a little bit ahead of me on this 
one because he already has prepared, I judge, from what he has 
handed me, part of the material that I wanted by way of a breakdown 
of data concerning employment in the hotel industry involving the 
number of establishments, the number of employees, the number of 
employees that would be covered if we extended this coverage. 

I only want to say to counsel that I am sure the representatives 
of this industry will cooperate to the extent that they can in supplying 
any material over and above the tabulation that we have taken from 
the Census of Business for 1954 on the industry, because here again 
when we get to the markup of the bill, assuming now that the deci- 
sion is in favor of coverage, I think we ought to give the industry 
the opportunity to supply us with breakdown data showing the effect 
of coverage on the individual establishments of industry. 
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I instruct you to give the industry an opportunity to supply any 
additional information that we may need in the further consideration. 
of the possible extension of coverage, if the committee so decides to 
extend the coverage. 

And furthermore, Mr. Packard, I offer you the opportunity to file 
subsequently with the committee any additional information that you 
may wish to file. It can come in at any time and will be made a part 
of the printed record, if you get it in before we close the 
hearing. While the bill is under consideration in the markup, if you 
would like to file additional information through counsel, I would 
be clad to receive it. 

Mr. Packarp. Thank you very much, Senator. 

Senator Morsr. Thank you, gentlemen. 

Our next witness will be Mr. Bernard E. Esters, chairman of the 
Legislative Committee of the National Editorial Association. 

We are delighted to have you with us, Mr. Esters. Will you 
proceed ? 


STATEMENT OF BERNARD E. ESTERS, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL EDITORIAL ASSOCIATION ; ACCOMPANIED 
BY EDGAR S. BAYOL, EXECUTIVE VICE PRESIDENT, NATIONAL 
EDITORIAL ASSOCIATION 


Mr. Esters. Thank you, Mr. Chairman. 

My name is Bernard E. Esters. I am the publisher of a weekly 
newspaper in Houlton, Maine. I am appearing before this committee 
today as chairman of the Legislative Committee of the National 
Editorial Association, a 75-year-old organization composed of over 
6,000 weekly, semiweekly, and small daily newspapers published in 
small communities in every State in the Union. 

I am happy to be accompanied today by the executive vice president 
of our organization, Mr. Edgar 8S. Bayol, of Washington, D.C., where 
our office is now located. 

Senator Morse. I know that the record shows that I said something 
favorable about a newspaperman. 

Mr. Esters. Lappreciate that, sir. 

My colleagues in this oldest and largest national association of 
newspapers in the world have asked me to express to you their grati- 
tude for the indulgence of this committee, faced as you have been with 
such a large number of witnesses, in permitting the smalltown news- 
paper industry of America to present its views on certain phases of 
S. 1046 here being considered, the adoption of which can very ad- 
versely affect all of its members. 

I think I should explain, at the outset, that this association which 
I am privileged to represent, is the only voice speaking for the more 
than 9,000 weekly and semiweekly newspapers in this country. 

It is a fact that more than 90 percent of these publications serve 
communities of less than 10,000 population. One or more is pub- 
lished in practically every congressional district and most are, it is 
conceded, especially sensitive to the needs, the demands, the habits, 
and the thinking of the people who send more than one-half of the 
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The combined circulation of these newspapers is now well in excess 
of 20 million copies every week. The accepted yardstick of measur- 
ing their readership establishes an average of 314 readers of every 
copy of a weekly newspaper. 

These statistics lead our industry to contend that we provide an 
important, a necessary, and a requested intellectual, informational, 
and educational service for somewhere in the neighborhood of 75 
million Americans regularly every week. 

It seems to us, therefore, that everything possible should be done 
to perpetuate an American institution of this magnitude that per- 
forms a service so vital to over 40 percent of this country’s population. 

Some of the provisions of S. 1046, it seems to us, are calculated to 
do just the opposite. There are features of this bill that can well 
have serious economic consequences to many thousands of smalltown 
newspapers, a constantly increasing percentage of whom are already 
struggling to remain in business, keep men and women gainfully 
employed, and return a living wage to their owners. 

We are, as an industry, obliged to disagree with the proposal for 
another in the series of increases in the minimum wage which would 
raise from $1 to $1.25 the per hour rate of pay of workers in firms en- 
gaged in interstate commerce whose employees are under the juris- 
diction of the Wage and Hours Division of the U.S. Department of 
Labor. 

We acknowledge that this arbitrary position may subject us to the 
accusation of being selfish, of being hostile to normal economic prog- 
ress, or of seeking to impede reasonable advantages for working men 
and women. 

If we are selfish in this attitude it is only the sort of selfishness that 
leads one to protect his home and fireside when it is threatened ; to fight 
to keep his business solvent and his means of livelihood alive. If we 
are hostile to the economic progress which this increase in pay may 
signify it is only because we see in this particular proposal for an- 
other 25 percent raise in the minimum wage, a threat to the security 
and stability of our business. We plead guilty to nothing less degrad- 
ing than a desire to protect thousands of smalltown business enter- 
prises from the extinction that so inevitably can follow excessive 
increases in the ever-mounting costs of doing business. 

It may appear to the members of this committee, and to others, that 
a mere 25 cents an hour added to the present statutory $1 rate is 
“peanuts” as the slang phrase puts it, and not to be the object of con- 
cern. May I remind this committee that the business enterprises for 
whom I speak are all small businesses far less able to absorb further 
increases in costs than are larger and more affluent firms. 

If this raise were the sole increase we would have to contend with 
should this phase of S. 1046 become law, we might be a little less con- 
cerned. What is certain to trouble us seriously, however, is the 
progression of upward wage adjustments for employees in much higher 
wage categories that will be triggered by a 25-percent salary hike for 
the lowest paid employee, for the apprentice learning a trade, for the 
part-time high school student and other casual labor we are obliged 
to hire from time to time. 

In further defense of the position being taken here by the smalltown 
newspaper industry I would like to explain that, although we have, 
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as an association, been involved in five discussions of minimum wages, 
this is only the second time that the National Editorial Association 
has appeared before a committee of Congress, as an opponent of mini- 
mum wage legislation. 

In 1939, when a minimum of 30 cents an hour was asked for, again 
in 1945 when the request was to up the minimum to 40 cents, and a 
third time, in 1949, when a whopping 40-percent hike, from 40 cents to 
75 cents an hour was being sought, we interposed no vigorous objection. 

In 1955, however, when it was proposed to make a still further in- 
crease from 75 cents to $1.25 an hour, this association was forced to 
protest with all the earnestness at itscommand. It was also my respon- 
sibility at that time to voice the objection of the smalltown weekly and 
semiweekly newspaper industry to any higher minimum wage than 
the then base of 75 cents an hour. 

For obvious reasons we appear as objectors today to the $1.25 rate 
now sought and our concern is even greater. This increase, plus other 
corollary adjustments that will be almost mandatory within affected 
plants, added to increases in every other cost of doing business and 
reconciled with selling rates of advertising, subscriptions, and print- 
ing which, in so many cases, can go no higher without pricing these 
small newspapers out of business, forecast a rash of unprofitable 
operations that could lead to extinction of many businesses. 

In the foregoing comments I have tried to present the case in oppo- 
sition to any upward revisions in the present minimum wage rate 
because of the effect of such increase on smalltown newspapers with 
a circulation in excess of 4,000 copies. Such papers, as you know, 
enjoy no exemption, are under the jurisdiction of the Wages and 
Hours Division, are restricted to a 40-hour week, and are obliged to 
pay time and one-half for overtime beyond 40 hours worked weekly. 

Under the liberalizing terms of S. 1046 such circulation exemptions 
would be abolished. Every newspaper in the United States, regard- 
less of circulation, would be under the same jurisdiction and be obliged 
to pay the same wage rates and observe the same workweek. 

In thus removing this exemption, which has been in effect at either 
3,000 or 4,000 copies since the law first came into existence 20 years 
ago, an even more serious blow will be dealt to every grassroots news- 
paper in the United States. And many thousands of them, already 
trying to cope with declining revenues and rising costs, will founder 
and sink. 

In our judgment this result will be far more burdensome and more 

likely to (1) accelerate business failures throughout the smalltown 
printing and publishing industry or (2) increase mergers of small- 
town publications wherever practicable, thus still further reducing 
their already dwindling numbers. 
_ Still another in the chain of threats to the smalltown newspaper 
industry implicit in S. 1046 appears in the proposed amendments to 
section 9(d) relating to suggested changes in existing exemptions for 
newspaperboys. 

These young merchants, girls as well as boys, have al:vays hereto- 
fore enjoyed complete freedom of individual enterprise without an 
restrictions from the Fair Labor Standards Act. We see no justifi- 


cation whatsoever for making any change in this status at this or any 
other time. 
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Passage of this,provision of S. 1046 will help no one. 

On the other hand, it will needlessly harm thousands of boys and 
girls across the country who are eager to earn the few dollars they 
realize from their profit in selling newspapers to consumers at their 
residences or on street corners. In m: uny cases, their families can 
also well use this extra income. 

Elimination of the time-honored institution of “selling papers” 
will also be a disastrous blow to newspaper publishers but they are 
not the only class to commend the institution of newspaperboys. 
Others, such as those in welfare work and in police work, hold the 
same views. They believe this work is healthful, excellent training, 
and a deterrent to bad habits from which juvenile delinquency can 
develop. 

The 23 newspaper boys and girls who sell my newspaper spend 
not more than 2 or 3 hours 1 day a week in running their small busi- 
nesses. They miss no school because they serve their customers after 
school hours. Each is an independent contractor whose profit is the 
margin between what he or she purchases papers from us at wholesale 
and sells to customers at retail. 

The ages of these enterprising youngsters varies between 10 and 16. 
Their parents approve their little businesses, in fact, they come in 
and ask for routes for their sons and daughters. We always have a 
waiting line to take over a route given up when a boy or girl becomes 
too old to sell papers. 

It should be clearly understood that we pay these boys and girls 
no wages. In most, if not all, cases, these ‘paper routes are the first 
“businesses” in which they ever engage, giving them an experience 
and training that is generally agreed to provide a knowledge of and 
a respect for money, ‘that helps build for future business success. 

Any interference with such a well-intrenched American institution 
as newspaperboys have become, aside from the hardships that would 
be worked on newspapers themselves and the withdrawal of oppor- 
tunities to embark on business careers at a tender age, from many 
thousands of American boys and girls, would also interrupt a tradi- 
tion of long standing in American life. 

It is common knowledge that countless leaders in the world of 
business, industry, politics, and the professions today give high credit 
to the part in their success played by their early training and business 
experience gained as newspaperboys. It is quite likely many of the 
members of this committee were helped in some way in your younger 
days or perhaps you, too, earned money for a college education or 
other things by engaging in the newspaperboy business. 

In closing this testimony, may I also point out that to put these 
youngsters “under the regulations of the minimum wage law would 
harm rather than help their business enterprises. In the first place, 
newspapers would find it impractical to make a satisfactory record- 
keeping system if newspaperboys were governed by minimum wage 
regulations. Necessary supervision would be too expensive and un- 
pleasant misunderstandings and situations would be certain to arise. 

Secondly, a newspaperboy who delivers 100 of my papers in 2 hours 
can earn more, at 3 cents a copy, than he could at $1 an hour or even 
$1.25 an hour for the same length of time. 
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A third adverse factor would affect the newspapers. Without the 
services of their carrier boys to make prompt deliveries to local resi- 
dences and places of business on publication day circulations would 
decline, with a resulting loss in income and possible lowering effect 
on advertising rates, and the people of these communities w ould not 
be satisfactorily served. 

There is no more reason, we submit, to put newspaperboys under 
such coverage than there is to cover any itinerant vendor, book and 
magazine salesman, your vacuum cleaner man, or any other door-to- 
door salesman. 

Finally, may I express the thanks of my colleagues across the 
country for permission to appear before your committee tody. At 
the same time I express their ead your committee will give appro- 
priate weight to this appeal not to tamper with the present minimum 
wage, not ‘to abolish the present 4,000 circulation below which small- 
town newspapers are not subject to the Fair Labor Standards Act 
and lastly maintain present exemptions for newspaperboys now in 
section 6, 7, and 12 of this act. 

Senator Morsr. Thank you very much, Mr. Esters. I want to 
say to counsel that I would like to have you prepare the same sort 
of data that I have asked for in respect to the industries represented 
by the previous witnesses, the amusement industry and the hotel in- 
dustry, and here the weekly newspaper industry. 

I would like to have a memorandum from counsel dealing with this 
matter of the newsboy exemption. Mr. Esters, it seems to me, has 
on this point presented a very strong case. 

I make no judgment on it, but I certainly feel that we need to have 
a policy memorandum in support of the arguments for the bill, and 
we also need to have a breakdown on the data as to the economic 
situation in the industry and the employees involved, and the 4,000 
cireulation coverage which has previously been exempted. 

With those instructions to counsel, Mr. Esters, I invite you to file 
any supplemental statement that you may wish to file, either before 
the record is closed or during the consideration of the committee at 
any other time during the markup period, and send it directly to the 
committee, and I will see to it that it receives the attention of the 
committee. 

Mr. Esters. Thank you, Mr. Chairman. We will make every effort 
to provide that information for you, sir. 

Senator Morse. I will have the counsel write you a letter that sets 
out these instructions. Thank you very much. 

Mr. Esrers. Thank you, sir. 

(By direction of the chairman the following statement by Repre- 
sentative E. Y. Berry, of South Dakota, was placed in the record :) 


STATEMENT BY REPRESENTATIVE E. Y. Berry (SourH DAKOTA) ON PROPOSED 
AMENDMENTS TO THE Farr LABOR STANDARDS ACT 


Gentlemen, I appreciate this opportunity to appear before your committee at 
the request of the South Dakota Press Association to urge that the present ex- 
emption of smaller newspapers under the Fair Labor Standards Act be continued. 

As a former weekly newspaper publisher myself and a past president of the 
South Dakota Press Association, I speak from personal knowledge of the per- 
sonnel requirements of these small publications. To require them to meet mini- 
mum wage and hour provisions would, in many cases, force their discontinuance. 
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Knowing the vital part these papers play in small communities, this would be 
a tragic loss. 

Those of you who have never lived in a rural area where a 6-day week is a 
normal business week may not fully appreciate the problems involved. In addi- 
tion, living costs are lower, as a rule, and the margin of profit of small businesses 
is smaller. To impose Federal regulations as suggested by the legislation under 
consideration would cut into that narrow profit margin to force a publisher out of 
business. 

More important than all this, however, is the effect it would have on the public 
generally. I am thinking now of the high school kids that come into these small 
shops and work to supplement their income, earning a few dollars to buy the 
things their parents may not be able to provide for them, but more important, 
learning how to work. 

I am thinking of several young men, besides my own son, who got their 
start and learned a profession in my own shop. One or two of them not only 
learned how to heip make up forms and feed press, but in addition learned 
how to operate a linotype and later were able to work their way through 
college by operating a linotype in larger daily shops on Saturdays and evenings. 

I am also thinking of the boys who got their start in the newspaper business 
by working part time and full time in the small shops in my State and then 
went on to college, taking advantage of the rural newspaper course taught at 
out State college, going out to become topflight newspaper publishers, providing 
the people of their communities with local, State, and national coverage of 
the news. 

I firmly believe that Government should place a protective floor under income, 
but I also believe with all my heart that we must be very cautious that this floor 
must never become a ceiling upon opportunity. This provision would place 
a ceiling upon opportunity for thousands of young people. 

In my judgment it would be the most ill-considered and dangerous legislation 
this Congress could possibly pass. 

I sincerely hope you gentlemen on the committee will carefuly consider the 
problem of the country editor before removing the existing exemption and 
thus sounding the death knell not only for many small newspapers but more 
serious opportunity for many people to learn to do for themselves. 

I would also like to have included in the record of these hearings a telegrani 
I received from the South Dakota Press Association, advising of the action 
taken at their annual convention on May 8, 1959. 

May 8, 1959. 
Congressman FE, Y. BEerry, 
House Office Building, 
Washington, D.C. 

South Dakota Press Association in annual convention assembled here today 
unanimously approved a resolution urging that you appear before the Senate 
Labor Committee in our behalf. We earnestly request that an amendment be 
made to Senate bill 1046 to retain section 9 of the present law which applies 
to circulation exemption for smaller newspapers of the country. We consider 
such an amendment vital and necessary to the welfare and stability of the 
smaller newspapers. 


SoutH Dakota Press ASSOCIATION, 
E. H. Lieuter, President. 
HoMER GIvENS, Manager. 

Senator Morsr. Our next and last witness on my list, at least, 
Mr. Frederick B. Sweet, director of public relations of Hotel & Res- 
taurant Employees & Bartenders , International Union, AFL-CIO. 

Weare very glad to have you, Mr. Sweet. You may proceed in your 
own way. 


STATEMENT OF FREDERICK B. SWEET, DIRECTOR OF PUBLIC RELA- 
TIONS, HOTEL & RESTAURANT EMPLOYEES & BARTENDERS 
INTERNATIONAL UNION, AFL-CIO 


Mr. Sweer. You have been so patient this afternoon, Senator Morse, 
that I’d like your permission simply to place in the record my pre- 
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pared testimony with its tables (see p. 828), and to give you orally its 
highlights together with some off-the-cuff comments on Mr. Packard’s 
previous testimony. He is, as you know, spokesman for the principal 
employer group in our phase of this matter. 

First of all, I would like to say that we make bold to speak not 
only for those workers in our industry who are organized, about 
450,000 of them, but in addition, for the remaining unorganized work- 
ers in the 2 million or more who are employed in the hotel and restau- 
rant industry in the United States. 

We want to remind the committee of the 21-year-old promise made 
in 1938 when the act was first passed, with language concerning steps 
to eliminate conditions of labor which are detrimental to the well- 
being and the health and efficiency of working people. 

We think the time has come for the Congress to make another down- 
payment on that promissory note by extending protection to this group 
of workers which has hitherto been uncovered. 

And among the reasons why we think so is that there has been a 
profound change in the labor force in the United States quite re- 
cently. In late July of 1957, I think it was, the Census reported that 
for the first time in U.S. economic history, service workers began to 
outnumber production workers. This creates a situation in which the 
economy, this consumption economy of ours, is dependent upon the 
incomes of the lowest paid workers as the number of highest paid 
workers begins to decline relative to the total number in the labor 
force. 

Mr. Packard today, as he has on other occasions in other years, laid 
great stress upon the hotel business as being a congregation of little 
businesses, of small enterprises essentially local in their impact. 

We would like to point out first of all that last November the U.S. 
Supreme Court, in a case known as Hotel Employees v. Leedon, issued 
a brief decision ordering the National Labor Relations Board to 
take hotel cases NLRB had refused to do for 23 or 24 years. This, 
we feel quite sure, is all the evidence that is needed to emphasize 
the fact that the hotel industry is indeed not local, that it is very 
definitely “in commerce” in terms of the language of some laws 
defining commerce. 

Senator Morsg. Even if it is a Miami resort. 

Mr. Sweer. Even if it is a Miami resort, Senator, that is correct. 
As you know, the decision of which I speak arose out of what we call 
the battle of the beach in Miami. 

Senator Morse. I have heard other descriptions of it. 

Mr. Sweer. Yes. 

We would also draw your attention to the changing corporate 
character of the hotel business and the restaurant business as well. 
Since the war there has been a very sharp increase in the size and in 
the number of hotel chains. Some figures which I have presented in 
my testimony show that today there are 205, or in 1957 rather, there 
were 205 hotel chains, meaning groups of 3 or more hotels, embracing 
1,558 houses, with 317,000 rooms. 

In the same year the American Hotel Association, for which Mr. 


Packard was the spokesman today, claimed 5,123 members with 
586,000 rooms. 
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In other words, of ATTA members, while 30 percent of the hotels 
are in chains, 60 percent of the rooms are in those same chain hotels. 
The growth of Hilton and Sheraton, too, in recent years, since the 
early years of the war, indicates sh: arply the change in the corporate 
character of the hotel industry. 

Mr. Packard makes no mention of the fact, for example—I think 
. fact. he is the president of the company known as Universal Credit 

Card Corp., which is a nonprofit cooperative arrangement among the 
hotels. In 1956 the then president of the hotel association said in a 
public statement that there were 90,000 holders of this kind of card, 
and they expected 1 million by the end of 1957. 

Mr. Packard may be a little businessman in Ohio, but he is a par- 
ticipant in this national credit card network. His business is by no 
means a little business in the sense of “mom an’ pop” shops, or family 
enterprises, and things of that sort. Nor does he make mention of the 
fact that hotel stocks are listed on the big board. Yet if you pick u 
the Wall Street Journal for this morning, you will find there the 
equities of Sheraton and Hilton both, and perhaps other hotel cor- 
porations, 

Mr. Packard and other spokesman for holding the line on the mini- 
mum wage put considerable stress on the fact that some States have 
minimum wage laws, and that this matter ought to be left up to the 
States. But the fact of the matter is there i is only one law in all the 
States, in all 49 States there is only one minimum wage law, which 
provides a statutory rate, which provides for a 40-hour week, which 
provides for premium pay for overtime, and which covers nearly all 
workers who are not workers on farms or in processing operations 
related closely to farms. 

That. law is a Washington law, and it is so new that it has not yet 
taken effect. It takes effect.on the 11th of next month. It was signed 
by Governor Rosellini in March. 

Senator, I would like to put into the record the text of the Wash- 
ington minimum wage law, if I may do so. 

Senator Morse. The Washington minimum wage law will be in- 
corporated at this point in the record. 

(The document referred to follows :) 






CHAPTER 294, LAWS OF 1959 


WASHINGTON MINIMUM WAGE 





AND Hour Act 





(Becomes effective law as of June 11, 1959) 


Substitute Senate Bill No. 424 


AN ACT Relating to wages and other conditions of employment for employees to be known 
as the Washington minimum wage and hour act; and providing penalties 


BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON : 

SEcTION 1. As used in this Act: 

(1) “Director” means the director of labor and industries; 

(2) “Wage” means compensation due to an employee by reason of his employ- 
ment, payable in legal tender of the United States or checks on banks convertible 
into cash on demand at full face value, subject to such deductions, charges, or 
allowances as may be permitted by regulations of the director under section 5; 

(3) “Employ” includes to suffer or to permit to work; 

(4) “Employer” includes any individual, partnership, association, corporation, 
business trust, or any person or group of persons acting directly or indirectly 
in the interest of an employer in relation to an employee; 
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(5) “Employee’ 
not include: 

(a) any individual employed (i) on a farm, in the employ of any person, in 
connection with the cultivation of the soil, or in connection with raising or 
harvesting any agricultural or horticultural commodity, including raising, shear- 
ing, feeding, caring for, training, and management of livestock, bees, poultry, 
and furbearing animals and wildlife, or in the employ of the owner er tenant 
or other operator of a farm in connection with the operation, management, con 
servation, improvement, or maintenance of such farm and its tools and equip- 
ment; or (ii) in packing, packaging, grading, storing or delivering to storage, 
or to market or to a carrier for transportation to market, any agricultural or 
horticultural commodity ; and the exclusions from the term “employee” provided 
in this item shall not be deemed applicable with respect to commercial canning, 
commercial freezing, or any other commercial processing, or with respect to 
services performed in connection with the cultivation, raising, harvesting and 
processing of oysters or in connection with any agricultural or horticultura! 
commodity after its delivery to a terminal market for distribution for 
consumption ; 

(b) any individual employed in domestic service in or about a private home; 

(c) any individual employed in a bona fide executive, administrative, or pro- 
fessional capacity or in the capacity of outside salesman (as such terms are 
defined and delimited by regulations of the director) ; 

(d) any individual employed by the United States; 

(e) any individual engaged in the activities of an educational, charitable, 
religious, or nonprofit organization where the employer-employee relationship 
does not in fact exist or where the services are rendered to such organizations 
gratuitously ; 

(f) any newspaper vendor or earrier: 

(g) any carrier subject to regulation by part I of the Interstate Commerce 
Act; 

(h) any individual engaged in forest protection and fire prevention activities: 

(i) any person employed by a funeral director or operator of an emergency 
anibulance service; 

(6) “Oeeupation” means any occupation, service, trade, business, industry, or 
branch or group of industries or employment or class of employment in which 
eliployees are gainfully employed. 

Sec. 2. Every employer shall pay to eah of his employees wages at a rate of 
not less than one dollar per hour except as may be otherwise provided under 
this Act. 

Sec. 38. (1) Except as otherwise provided in this section, no employer shall 
employ any of his employees for a workday longer than eight hours or for a 
workweek longer than forty hours, unless such employee receives compensation 
for his employment in excess of the hours above specified at a rate not less than 
one and-one-half times the regular rate at which he is employed. Every em- 
ployee is entitled to have his overtime computed on both a daily and weekly 
basis each week and shall be paid either his daily or weekly overtime whichever 
is greater. 

(2) No employer shall be deemed to have violated subsection (1) by employing 
any employee for a workday or workweek in excess of that specified in such 
subsection without paying the compensation for overtime employment prescribed 
therein if such employee is so employed— 

(a) for a period or periods of not more than fourteen workweeks in the 
aggregate in any calendar year in packing or preparing for market, canning, 
freezing, dehydrating or preserving, perishable or seasonal fish, fruits or 
vegetables and in any other industry found by the director to be of a seasonal 
nature, and if such employee receives compensation for employment in excess 
of twelve hours in any workday, or for employment in excess of fifty-six hours 
in any workweek, as the case may be, at a rate not less than one and one- 
half times the regular rate at which he is employed : 

(bd) in the processing of sugar beets, sugar-beet molasses, sugarcane, or 
maple sap, into sugar (but not refined sugar) or into sirup; and in the case 
of an employer engaged in the first processing of, or in canning, freezing, 
packing, or dehydrating of perishable or seasonal fresh fruits or vegetables 
during a period or periods of not more than fourteen workweeks in the 
aggregate in any calendar year; 

(c) in accordance with a mutual agreement or arrangement between two 
employees for exchanging work hours. 


includes any individual employed by an employer tmt shall 
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(3) As used in this section the “regular rate” at which an employee is em- 
ployed shall be deemed to include all remuneration for employment paid to, or 
on behalf of, the employee, but shall not be deemed to include— 

(a) sums paid as gifts: payments in the nature of gifts made at Christmas 
time or on other special osccusions, as a reward for service, the amounts of 
which are not measured by or dependent on hours worked, production, or 
efficiency ; 

(b) payments made for occasional periods when no work is performed due 
to vacation, holiday, illness, failure of the employer to provide sufficient 
work, or other similar cause; reasonable payments for traveling expenses, 
or other expenses, incurred by an employee in the furtherance of his em- 
ployer’s interests and properly reimbursable by the employer; and other 
similar payments to an employee which are not made as compensation for 
his hours of employment ; 

(c) sums paid in recognition of services performed during a given period 
if either; (i) both the fact that payment is to be made and the amount of the 
payment are determined at the sole discretion of the employer at or near the 
end of the period and not pursuant to any prior contract, agreement, or 
promise causing the employee to expect such payments regularly; or (ii) the 
payments are made pursuant to a bona fide profit-sharing plan or trust or 
bona fide thrift or savings plan, meeting the requirements of the director set 
forth in appropriate regulations which he shall issue, having due regard 
among other relevant factors, to the extent to which the amounts paid to the 
employee are determined without regard to hours of work, production, or 
efficiency; or (iii) the payments are talent fees (as such talent fees are 
defined and delimited by regulations of the director) paid to performers, 
including announcers, on radio and television programs; 

(d) contributions irrevocably made by an employer to a trustee or third 
person pursuant to a bona fide plan for providing old-age, retirement, life, 
accident, or health insurance or similar benefits for employees ; 

(e) extra compensation provided by a premium rate paid for certain hours 
worked by the employee in any day or workweek because such hours are 
hours worked in excess of eight in a day or forty in a workweek or in excess 
of the employee’s normal working hours or regular working hours, as the 
case may be; 

(f) extra compensation provided by a premium rate paid for work by the 
employee on Saturdays, Sundays, holidays, or regular days of rest, or on the 
sixth or seventh day of the workweek, where such premium rate in not 
less than one and one-half times the rate established in good faith for like 
work performed in nonovertime hours on other days; or 

(g) extra compensation provided by a premium rate paid to the employee, 
in pursuance of an applicable employment, contract or collective-bargaining 
agreement, for work outside of the hours established in good faith by the 
eontract or agreement as the basic, normal, or regular workday (not exceed- 
ing eight hours) or workweek (not exceeding forty hours) where such 
premium rate is not less than one and one-half times the rate established in 
good faith by the contract or agreement for like work performed during such 
workday or workweek. 

(4) No employer shall be deemed to have violated subsection (1) by employ- 
ing any employee for a workday in excess of eight hours or a workweek in 
excess of forty hours if such employee is employed pursuant to a bona fide 
individual contract, or pursuant to an agreement made as a result of collective- 
bargaining by representatives of employees, if the duties of such employee 
necessitate irregular hours of work and the contract or agreement; (a) specifies 
a regular rate of pay of not less than the minimum hourly rate provided in section 
2 of this act and compensation at not less than one and one-half times such 
rate for all hours worked in excess of eight in any workday or in excess of forty 
in any workweek; and (b) provides a weekly guaranty of pay for not more than 
sixty hours based on the rates so specified. 

(5) No employer shall be deemed to have violated subsection (1) by employ- 
ing any employee for a workday in excess of eight hours or for a workweek in 
excess of forty hours if, pursuant to an agreement or understanding arrived at 
between the employer and the employee before performance of the work, the 
amount paid to the employee for the number of hours worked by him in such 
workday or workweek in excess of eight hours or forty hours, respectively— 
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(a) in the case of an employee employed at piece rates, is computed at 
piece rates not less than one and one-half times the bona fide piece rates 
applicable to the same work when performed during nonovertime hours; or 

(b) in the case of an employee performing two or more kinds of work 
for which different hourly or piece rates have been established, is computed 
at rates not less than one and one-half times such bona fide rates applicable 
to the same work when performed during nonovertime hours; or 

(c) is computed at a rate not less than one and one-half times the rate 
established by such agreement or understanding as the basic rate to be 
used in computing overtime compensation thereunder: Provided, That the 
rate so established by such agreement shall be authorized by regulation by 
the director as being substantially equivalent to the average hourly earnings 
of the employee, exclusive of overtime premiums, in the particular work 
over a representative period of time; 

and if (i) the employee’s average hourly earnings for the workweek exclusive 
of payments described in paragraphs (a) through (g) of subsection (3) are not 
less than the minimum hourly rate required by applicable law, and (ii) extra 
overtime compensation is properly computed and paid on other forms of addi- 
tional pay required to be included in computing the regular rate. 

(G6) Extra compensation paid as described in paragraphs (e), (f), and (g) of 
subsection (3) shall be creditable toward overtime compensation payable pur- 
suant to this section 3. 

Sec. 4. (1) The director or his designated representatives may investigate 
and gather data regarding the wages, hours, and other conditions and practices 
of employment in any industry subject to this Act, and may enter and inspect 
such places and such records (and make such transcriptions thereof), question 
such employees, and investigate such facts, conditions, practices, or matters as 
he may deem necessary or appropriate to determine whether any person has 
violated any provision of this Act, or which may aid in the enforcement of the 
provisions of this Act. 

(2) With the consent and cooperation of Federal agencies charged with 
the administration of Federal labor laws, the director may, for the purpose of 
carrying out his functions and duties under this Act, utilize the services of 
Federal agencies and their employees and, notwithstanding any other provision 
of law, may reimburse such Federal agencies and their employees for services 
rendered for such purposes. 

(3) Every employer subject to any provision of this Act or of any order 
issued under this Act shall make, keep, and preserve such records of the persons 
employed by him and of the wages, hours, and other conditions and practices 
of employment maintained by him, and shall preserve such records for such 
periods of time, and shall make reports therefrom to the director as he shall 
prescribe by regulation as necessary or appropriate for the enforcement of the 
provisions of this act or the regulations thereunder. 

(4) The director is authorized to make such regulations regulating, restrict- 
ing, or prohibiting industrial homework as are necessary or appropriate to pre- 
vent the circumvention or evasion of and to safeguard the minimum wage rate 
prescribed in this Act, and all existing regulations of the director relating to 
industrial homework are hereby continued in full force and effect. 

Sec. 5. For any occupation, the director shall make and revise such adminis- 
trative regulations, including definitions of terms, as he may deem appropriate 
to carry out the purposes of this Act or necessary to prevent the circumvention 
or evasion thereof and to safeguard the minimum wages rates thereby estab- 
lished. Such regulations may include, but are not limited to, regulations de- 
fining and governing learners and apprentices, their number, proportion, and 
length of service; part-time pay ; bonuses; overtime pay; special pay for special 
or extra werk; and permitted charges to employees or allowances for board, 
lodging, apparel, or other facilities or services customarily furnished by em- 
ployers to employees. 

Sec. 6. The director, to the extent necessary in order to prevent curtailment 
of opportunities for employment, shall by regulations provide for (1) the em- 
ployment of learners, of apprentices, and of messengers employed primarily in 
delivering letters and messages, under special certificates issued pursuant to 
regulations of the director, at such wages lower than the minimum wage ap- 
plicable under section 2 of this act and subject to such limitations as to time, 
humber, proportion, and length of service as the director shall prescribe, and 
(2) the employment of individuals whose earning capactiy is impaired by age or 
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physical or mental deficiency or injury, under special certificates issued by the 
director, at such wages lower than the minimum wage applicable under section 
2 of this act and for such period as shall be fixed in such certificates. 

Sec. 7. Every employer subject to any provision of this act or of any regula- 
tion issued under this act shall make, and keep in or about the premises wherein 
any employee is employed, a record of the name, address, and occupation of each 
of his employees, the rate of pay, and the amount paid each pay period to each 
such employee, the hours worked each day and each work week by such em- 
ployee, and such other information as the director shall prescribe by regulation 
us necessary or appropriate for the enforcement of the provisions of this act or 
of the regulations thereunder. Such records shall be open for inspection or 
transcription by the director or his authorized representative at any reasonable 
time. Every such employer shall furnish to the director or to his authorized 
representative on demand a sworn statement of such records and information 
upon forms prescribed or approved by the director. 

Sec. 8 (1) As new regulations or changes or modification of previously es- 
teblished regulations are proposed, the director shall call a public hearing for 
the purpose of the consideration and establishment of such regulations following 
the procedures used in the promulgation of standards of safety under RCW 
19.16.0880, 49.16.090 and 49.16.100, as amended. 

(2) Any interested party may obtain a review of the director’s findings and 
order in the superior court of county of petitioners’ residence by filing in such 
court within sixty days after the date of publication of such regulation a written 
petition praying that the regulation be modified or set aside. A copy of such 
petition shall be served upon the director. The finding of facts, if supported by 
evidence, shall be conclusive upon the court. The court shall determine whether 
the regulation is in accordance with law. If the court determines that such 
regulation is not in accordance with law. It shall remand the case to the director 
with direetions to modify or revoke such regulation. If application is made to 
the court for’leave to adduce additional evidence by any aggrieved party, such 
party shall show to the satisfaction of the court that such additional evidence 
ix material, and that there were reasonable grounds for the failure to adduce 
such evidence before the director. If the court finds that such evidence is 
material and that reasonable grounds exist for failure of the aggrieved party 
to adduce such evidence in prior proceedings, the court may remand the case 
to the director with directions that such additional evidence be taken before the 
director. The director may modify the findings and conclusions, in whole or in 
part, by reason of such additional evidence. 

(3) The judgment and decree of the court shall be final except that it shall 
he subject to review by the supreme court as in other civil cases. 

(4) The proceedings under this section shall not, unless specifically ordered 
hy the court, operate as a stay of an administrative regulation issued under the 
provisions of this act. The court shall not grant any stay of an administrative 
regnuiation unless the person complaining of such regulation shall file in the 
court an undertaking with a surety or sureties satisfactory to the court for the 
payment to the employees affected by the regulation, in the event such regula- 
tion is affirmed, of the amount by which the compensation such employees are 
entitled to receive under the regulation exceeds the compensation they actually 
receive while such stay is in effect. 

Sec. (1) Any employer who pays any employee less than wages to which 
such employee is entitled under or by virtue of this act, shall be liable to such 
employee affected for the full amount of such wage rate, less any amount actually 
paid to such employee by the employer, and for costs and such reasonable at- 
torney’s fees as may be allowed by the court. Any agreement between such 
employee and the employer to work for less than such wage rate shall be no de- 
fense to such action. 

(2) At the written request of any employee paid less than the wages to which 
he is entitled under or by virtue of this act, the director may take an assignment 
under this act or as provided in RCW 49.48.040 of such wage claim in trust for 
the assigning employee and may bring any legal action necessary to collect such 
claim, and the employer shall be required to pay the costs and such reasonable 
attorney’s fees as may be allowed by the court. 

Sec. 10. (1) Any employer who hinders or delays the director or his author- 
ized representatives in the performance of his duties in the enforcement of this 
aet, or refuses to admit the director or his authorized representatives to any 
place of employment, or fails to make, keep, and preserve any records as re 


quire 
to m 
upor 
othe 
or h 
at a 


prov 
in Vv 
misd 


(a 
agai 
emp! 
been 
emp! 
caus 
unde 
to te 
shal 

s 
any 
emp 
wag 
the | 

SE 
wor! 
and 
law 
rela 
eabl 
issu 
stan 
shal 
shal] 
Pro 


or ¢ 
ther 
S 
Wa: 
Pp 















TO AMEND THE FAIR LABOR STANDARDS ACT 825 


quired under the provisions of this act, or falsifies any such record, or refuses 
to make any record accessibie to the director or his authorized respresentatives 
upon demand, or refuses to furnish a sworn statement of such record or any 
other information required for the proper enforcement of this act to the director 
or his authorized representatives upon demand, or pays or agrees to pay wages 
at a rate less than the rate applicable under this act, or otherwise violates any 
provision of this act or of any regulation issued under this act shall be deemed 
in violation of this act and shall, upon conviction therefor, be guilty of a gross 
misdemeanor. 

(2) Any employer who discharges or in any other manner discriminates 
against any employee because such employee has made any complaint to his 
employer, to the director, or his authorized representatives that he has not 
been paid wages in accordance with the provisions of this act, or that the 
employer has violated any provision of this act, or because such employee has 
caused to be instituted or is about to cause to be instituted any proceeding 
under or related to this act, or because such employee has testified or is about 
to testify in any such proceeding shall be deemed in violation of this act and 
shall, upon conviction therefor, be guilty of a gross misdemeanor. 

Sec. 11. Nothing in this act shall be deemed to interfere with, impede, or in 
any way diminish the right of employees to bargain collectively with their 
employers through representatives of their own choosing in order to establish 
wages or other conditions of work in excess of the applicable minimum under 
the provisions of this act. 

Sec. 12. This act establishes a minimum standard for wages, hours, and 
working conditions of all employees in this State, unless exempted herefrom, 
and is in addition to and supplementary to any other Federal, State, or local 
law or ordinance, or any rule or regulation issued thereunder, Any standards 
relating to wages, hours, or other working conditions established by any appli- 
cable Federal, State, or loeal law or ordinance, or any rule or regulation 
issued thereunder, which are more favorable to employees than the minimum 
standards applicable under this act, or any rule or regulation issued hereunder, 
shall not be affected by this act and such other laws, or rules or regulations, 
shall be in full force and effect and may be enforced as provided by law: 
Provided, That as to any employer and employment which is subject to the 
Federal Fair Labor Standard Act, compliance with such act shall be deemed 
likewise to constitute compliance with section 1(5)(c), section 3, section 5 and 
section 7 of this act. 

Sec. 13. If any provision of this act, or the application thereof to any person 
or circumstances, is held invalid, the remainder of the act and the application 
thereof to other persons or circumstances shall not be effected thereby. 

Sec. 14. This act may be known and cited as the “Washington Minimum 
Wage and Hour Act.” 

Passed the Senate March 11, 1959. 

JouNn A. CHERBERG, 
President of the Senate. 

Passed the House March 10, 1959. 

JoHN J. O'BRIEN, 
Speaker of the House. 

Approved March 24, 1959. 

ALBERT D. ROSELLINI, 
Governor of Washington. 


Mr. Sweet. We think this matter of the State laws is pertinent 
here because there are 24 States which make no provision whatever 
to provide minimum-wage coverage for the hotel and restaurant 
worker. 

In 5 States, 5 of those 24, although there are minimum-wage laws, 
there have been no wage orders issued for workers in this field. 

Nineteen States have no minimum-wage laws whatever, including 
Florida, Senator, where in collective bargaining right now. we are 
trying in one city to bring the rate up to $1 an hour. But nowhere 
else in Florida is there anything like $1 an hour rate in the hotel 
and restaurant industry except for the highest paid workers such as 
cooks, and in some cases perhaps bartenders. 
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Mr. Packard has said today, and he has said it before, and other 
spokesmen for the industry, at these hearings and at hearings in 
the States, constantly refer to the fact that in some respects “they 
want us to consider the hotel and restaurant industry as a kind of 
eleemosynary institution. They like to speak of the fact that if they 
weren't’ providing work for unskilled workers, these people might 
be walking the streets or be public charges and so forth. 

I think Mr. Packard said today that the hotel industry is the 
largest employer in the world of unskilled labor. Well, he forgets 
of course the agricultural industry, and he certainly forgets the con- 
struction industry, people who do the unskilled work as laborers on 
all sorts of construction jobs. 

Nevertheless, it is our view that even though some workers in 
this field may be unskilled, their needs as citizens, as householders, 
as people who are meeting a family budget, are just as great as the 
need of the skilled worker. 

And as I said before, we think the time is long overdue that they 
should be covered under the Federal statute. 

Now there has been a good deal of talk about tips. This is a ques- 
tion that is frequently raised, and it is one on which in = candor we 
feel we should be prepared to make some comments. I should like, 
if I may, to make some observations on this subject at this time. 

Every time the question of a minimum wage for the hotel and 
restaurant worker comes up, somebody raises the question of tips, 
and uses the existence of the tipping custom as an excuse for the 
plea that such employers should be spared the responsibilities of 
meeting their obligations as employers. 

To begin with, “the role of the tip has been grossly exaggerated 
in the public mind. It is true that there aren’t adequate records on 
this subject because most tipping is a cash transaction, but we do 
know a great deal about the custom in any case. 

First, we know that hotel and restaurant men, like cab owners 
and certain other sorts of employers, are among the few employers 
in U.S. industry who are content to let the public meet their payrolls 
in this casual manner. 

Second, an extremely important aspect of this question lies in the 
fact that opponents of minimum-wage coverage for the tipped worker 
never talk about the majority of such workers in places where tips 
range downward from the meager to the negligible. The 1950 census 
shows, in eating and drinking places, 664,000 waitresses and waiters 
working in 325,000 establishments. That is an average of two to 
an establishment. 

The figures readily suggest how many must employ fewer than four, 
let us say. And even in ‘Mr. Packard's hometown of Mount V: ernon, 
I am sure he knows that among the restaurants numbered in this 
census count are many where there are no tips at all worthy of mention. 

Second, we know that a tip is a highly variable source of income 
and very unreliable. There are many reasons why tip income varies 
widely from day today. Among them are these: 

The weather, the shift of the worker from one station to another 
within a restaurant, the seasonal fluctuations in business, both in 
the restaurant business of the community as well as in the ups and 
downs of the economic cycle, the unpredictable mood of the customer 
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himself being a factor, the many operating conditions within the 
restaurant. 

For example, the customer who somes into a crowded restaurant 
and grows restive because the service is not as quick as usual, may 
not be on Tuesday as good a tipper as he was on Monday, because 
of his annoyance, and the skill of the waiter is a factor and so on. 

Third, it is worth pointing out that the very same employers who 
insist that tips be called wages on payday are the employers who in- 
sist that they are something else on the day they send in their social 
security taxes. We have been trying for years to persuade the em- 
ployers in this industry to join with us in working out a workable 
formula so that the waiter and waitress and bellmen who do depend 
on tips for a livelihood, because they get such very low wages, can 
find some means of gathering social security benefits in their older 
years on this tip income. But we get no cooperation whatever from 
the employer who insists on payday that these tips are wages. 

Fifth, we believe that the correct approach to the so-called extras, 
uniforms, meals, and lodging, tips and the like is the approach to 
be found in the Washington law which I just asked be put in the 
record. 

The Washington minimum wage law requires the payment of a $1 
minimum wage without regard to the supplying of uniforms or meals 
or lodging, the laundering of uniforms or any tip income that may 
be available to the service worker. 

Finally, we think that the tip is properly no more than a form 
of incentive, and should be considered no more than such by the 
employer. Since it is not paid by the boss, we think he has a good 
deal of gall to claim any kind of credit for its receipt by his employee. 

Now, Senator, I would like to wind up with a little story about 
a picket line in Louisville some years ago, not so many years ago. 
This is a statement of the case for the minimum wage as spoken 
by a woman named Mrs. Octavia Sewell, who, at the time that she 
spoke, was on a picket line outside of the Brown Hotel. The Brown 
Hotel, as you may know, is the headquarters for the Derby. It is 
one of the most famous hotels in the United States. 

Mrs. Sewell was on the picket line and Mr. J. Graham Brown, the 
owner of the hotel, was standing on the curb watching the pickets 
with some dismay and, I suppose, disappointment. 

Like so many hotel employers, like Mr. Packard I suppose, he had 
nothing but kindness in his heart towards his employees and he 
called out to her: 

“Sewell, what are you doing here?” 

And this is what she said. It was reported the next morning in 
the Courier Journal : 

“Mr. Brown,” she said, “you’re a rich man and I’m a poor woman. 
That’s what I’m doing out here. We’re not asking formuch. Being 
colored ple, we’re used to beans and bread. We're not asking 
for salad. We’re not salad eating folks. All we want is a decent 
wage, and 25 cents an hour ain’t decent.” 

That is the wage she was being paid at that time. This was 1951 
or 1952. 

Now, I might add that a few weeks after Mrs. Sewell’s simple 
statement for the case for a decent wage, the Kentucky courts threw 
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out a State minimum wage order which would have raised her pay— 
not to a dollar and a Crib or even a dollar, but to 55 cents. State 
courts have a habit of throwing out wage orders. It happened last 
week in New York i ‘re an order issued during Commissioner 
Lubin’s regime was thrown out, and the wage in our industry now in 
New York is no longer the $1 that it was a year ago. It is back to 
75 cents. 

The same thing happened in Minnesota recently where an order 
was thrown out and the minimum wage rate is back to a variable 
from 26 to 34 cents an hour in our industry in Minnesota cities. 

We thank you very much for your courtesy, and we ask that when 
you consider, when your committee considers these m: atters and the 
testimony you have ‘heard, that your consciences will join ours and ° 
that you will recommend to your colleagues on the Senate floor that 
they support adoption of S. 1046 substantially in its present form. 

Thank you very much. 


(The prepared statement by Mr. Sweet follows :) 


My name is Frederick B. Sweet. I reside in Cincinnati, Ohio, where I am 
employed as managing editor and director of publie relations for the Hotel 
and Restaurant Employees and Bartenders International Union (AFL-CIO). 
I have been asked by General President Ed. S. Miller of that organization to 
appear today to present the views of the largest trade union in the public 
feeding and lodging industry, and the largest of the so-called “service unions” 
in the United States. 

We wish to make it particularly clear at the outset that we speak today on 
behalf, not only of the 450,000 members of our union in the hotel and restaurant 
industry, but on behalf, as well, of nearly a million and a half employed in the 
industry who have not yet won the relative economie security possible under 
conditions of collective bargaining. 

Others among your witnesses have spoken, or will speak, concerning the 
needs of workers in other industries. I shall confine my observations to the 
needs of workers in the industry we know best—in hotels and restaurants. 

Twenty-one years ago the Congress, in section 2 of the Fair Labor Standards 
Act, set forth a policy we read as a promise—to place a “floor” under the wage 
earner’s hourly rate in order to “correct and as rapidly as practicable to elimi- 
nate * * * labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers.” 

We think it is high time the Congress met another installment on that promis- 
sory note of 1938 by adopting S. 1046 with its provisions for extending the 
act’s coverage to some, though by no means all,.of the establishments in our 
industry—those doing the largest volume of business. Later I will speak 
precisely to the question of the $500,000 standard proposed in the act. And 
we think, as well, that just as the rest of the workers in our economy need the 
purchasing power reflected in a minimum rate of $1.25, the hotel and restaurant 
worker needs it even more. 

One of the strongest reasons advanced in 1938 for the narrow application 
of the act was its novelty. Congress appears to have felt that in the early 
stages of minimum wage coverage the Government would have to move with 
cniution. Congress wanted the executive to feel its way until it had gained 
experience enough to make certain enforcement would work, administration 
would be practical. They wanted ample reassurance that this new obligation 
of government toward the family budget would not bring severe dislocation of 
prices, jobs, and payrolls, to disturb the Nation’s economic health. 

It hardly seems necessary to observe that 21 years has afforded plenty of 
time—and plenty of proof—that the wage-hour law is workable and enforce- 
able. As Mr. Ruttenberg has demonstrated for you so well, there is no doubt 
at all that the original effect of the act, as well as the effects of successive 
increases in rates, have by no means disturbed the economy. On the con- 
trary, the act has worked so well in those sectors where it has been operative, 
and its total impact on the economy has been so salutary, that citizens of all 
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economie and political persuasions have hailed it widely and proudly as one 
of the key “cushions” fashioned by our democratic society to absorb the severest 
shocks of cyclical economic turbulence. 

We believe a number of recent developments afford the strongest, most per- 
suasive reasons why the time has come to extend coverage of the act to many 
workers and enterprises hitherto declared by the statute to be exempt. The 
time is now to apply in a broader context the lesson learned during these 21 
years. Those developments are these: 


1. CHANGING CHARACTER OF THE LABOR FORCE 


Late in July 1957, the U.S. economy experienced a profoundly important shift 
in the relative importance to society of the worker who produces goods and he 
who provides services. At that moment,.for the first time, service workers 
began to outnumber production employees. Thenceforth, as a result of tech- 
ological developments all too familiar by now, the gap between these two 
groups has grown wider. It will continue to widen for many years to come. 

Yet it is precisely the service worker, now in the majority among the Nation’s 
wage earners, who is ignored by the language of the wage-hour law as amended. 
The hotel maid, the restaurant dishwasher, the retail clerk, the busdriver, the 
jusurance company’s secretary—all these and millions more, on whose earnings 
the economy is now increasingly dependent—are denied the ‘floor’ on which 
the production worker stands. 

Here we stand, in the early years of an economic epoch in which our society, 
wholly dependent upon a rising level of consumption, is faced with a rise in the 
numbers of those who earn least and a decline in the numbers of those who 
earn most. One would think this single fact of life would be enough to bring 
some second thoughts to the merchants, restauranteurs, innkeepers and others 
who have come to ask you to “hold the line” on minimum wages. They pros- 
per as the consumer prospers. Without a relatively high level of spendable 
family income, what becomes of their sales? Yet there must be no doubt that 
the “disemployment” occurring in the auto industry, for instance, where wages 
have stood at about double weges in the hotel business, means more and more 
workers are being driven to seek jobs in the service industries where standards 
have been much lower. 

We say to you, broaden the coverage before it’s too late. Broaden it in time 
to embrace as many as possible of the service workers in order to undergird their 
spending power with the authority of the wage-hour law. If you wait many 
more years, then the double standard family budget implicit in the language 
of the present act may come back to haunt not only the supermarket’s cash 
register, but the Treasury's countinghouse as well. 


2. THE U.S. SUPREME COURT'S DECISION IN THE HOTEL CASI 

Last November the U.S. Supreme Court, in Hotel Employees y. Lecdom issued a 
short decision which had the effect of telling the National Labor Relations Board 
that i¢ might no longer refuse to consider cases arising in the hotel industry. 
The significance of this case in the matter before you is this: For 23 years, since 
the NLRB was born in 1935, the Board had consistently rejected hotel cases on 
the ground that they were so local in nature that they had but negligible impact 
on commerce. 

This view has been busily fostered by hotel men, including many who have for 
many years been parties to collective bargaining agreements. We are quite 
certain that one of the strongest reasons why the American Hotel Association 
sought for its member hotels freedom from meeting Taft-Hartley requirements 
was their hope to delay the moment when somebody would suggest they come 
under the wage-hour law as well. 

Now the Supreme Court has spoken. Hotels, said the court in effect, are 
indeed “in commerce” and must submit to the procedures set up in the law to 
support orderly bargaining and labor peace. But the American Hotel Associa- 
tion, mindful of the wage-hour obligations which they fear might follow, didn’t 
give up just because the highest court had spoken. On March 24 last they were 
back before NLRB with a plea to the effect that the Court hadn't really meant 
if. On other grounds than those cast out by the Court, said AHA, the 
could still reject hotel cases because of their old refrain 
local in character. 


soard 
hotels are essentially 
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3. CHANGING CORPORATE CHARACTER IN THE HOTEL BUSINESS 


This “local character” plea of the hotel industry has stood them in good stead 
for along time now. It wasn’t until 1955 that the Clayton-Sherman antitrust law 
was invoked in the industry. It wasn’t until 1958 that the NLRB accepted its 
first hotel petition. And now they’re trying to fight off coverage under the Fair 
Labor Standards Act. But let us consider a few points which reflect the fact 
that hotels are indeed big business, big enough to accept responsibilities under 
laws by which other big businesses must abide. 

On the attached table A will be found some data indicating the growth of 
concentration in the hotel business. It will be observed that hotel chains—groups 
of 3 or more hotels—grew in number from 85 with 680 units in 1935, to 205 
with 1,558 units in 1957. 

In that year the American Hotel Association claimed 5,123 member houses 
with a total of 586,006 rooms. The 1,558 hotels in those chains represented about 
30 percent of AILA’s members. Yet they had 317,780 rooms—or about 60 per- 
cent of the overnight accommodations. These figures clearly suggest the relative 
dominance in the industry of chain operations. And the figures for Hilton and 
Sheraton (table D) draw the point even more clearly. 

From small beginnings in 1931, when Hilton had 9 hotels with 1,930 rooms, 
that colossus stood in 1958 at 26 units with about 24,000 rooms. It’s building 
three more right now, in Pittsburgh, Denver, and Portland. 

Sheraton, on the other hand, had 8 hotels in 1942 with 2,475 rooms; has today 
in the United States alone 38 with about 21,000 rooms. Both these chains, 
biggest operators in the business, acquired groups of competitors in 1955. In 
that year Hilton absorbed the Statler chain, and Sheraton the Eppley group. 
Sheraton, like Hilton, is acquiring or building new properties right along. 

Indeed, it was Hilton’s acquisition of Statler that led the Attorney General 
of the United States, in 1955, to file a complaint charging violation of the anti- 
trust laws—the first in the industry’s history. 

In his complaint the Attorney General pointed out that modern hotel services 
are “vital to interstate travel’’ and that Hilton’s operations “extend beyond State 
lines, are conducted on a multistate basis and necessitate a regular and extensive 
use” of mails and other means of interstate traffic. 

It was in 1956 when Judge John P. Barnes of the U.S. district court at Chicago 
issued a consent decree ordering Hilton to divest itself of hotels in certain cities 
so that the corporation would have no more than four in New York, one each in 
Washington, St. Louis, and the Los Angeles area. 

This antitrust incident draws attention to the fact that the hotel industry has 
been, since the last time Congress improved the quality of the wage-hour act in 
1953, experiencing at an increasing rate the process of concentration which oc- 
curred in the steel industry in the 1890's, the oil industry somewhat later, the 
auto industry in the twenties and thirties. Big combinations spring up where 
smaller units had been before. It will be observed (table C) that we have lately 
begun to see a shrinkage in the number of units of the hotel industry, with a 
sharp decline in the number of small houses and a slight increase in the largest. 
The table’s figures are from 1954 and do not reflect new construction and acquisi- 
tions in the past 5 years. 

One or two other poirts will suffice to round out this picture of the growing 
size, scope, economic importance, and interstate impact of the hotel business. 

A report from President Charles Horrworth of the AHA for 1956, most recent 
of these documents in my files, suggests the size of the industry today: “The 
hotel industry’s business (in 1956) rose to a record high of $2,652 million. over 
1955.” Surely your committee understands that that figure places the hotel busi- 
ness very high on the list of U.S. enterprises, higher by far than many industries 
which have for years been covered by the wage-hour law. 

The same report declares that in 1956, 90 new hotels were built, adding 25,000 
guest rooms and capital investment of $337 million to the industry’s plant. 

Two points rarely mentioned by AHA spokesmen seeking to foster the fiction 
of industrial midgetry concerning hotels are these: Listings on the big board and 
the role of the credit card. 

One doesn’t often hear of a small business, a business not “in commerce”, 
with its stock listed on the New York Stock Exchange. But a look at this 
morning’s Wall Street Journal shows both Hilton and Sheraton shares among 
the equities being traded every day just like the Central, Big Steel and Amer- 
ican Motors. 
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As for credit cards, hardly any literate citizen can be unaware of the cor- 
porate duelling for supremacy among the card carriers. The hotel association 
itself was boasting, in Mr. Horrworth’s 1956 report, that “90,000 travelers” 
were using the American Hotel Credit Co.’s universal credit card and finding 
it as good as gold in exchange for lodging and meals. The credit company, of 
course, is a nonprofit affiliate of AHA. Mr. Horrworth said he expected a million 
users by the end of 1957. 

Then came Carte Blanche, Mr. Hilton’s answer to American Express, which 
appears as good as lira, pounds, and pesos in many places, as well as dollars in 
the United States of America. Then, last year Sheraton, not to be outdone, 
acquired an interest in Diners Club, so that today’s Sheraton credit card has 
universal utility, too. It needs no stretch of the imagination to understand 
that credit cards, by definition, are clear proof of the interstate commerce nature 
of the hotel and restaurant business. 

These, we submit, are the trappings of an industry which clearly is long 
overdue for coverage under the minimum wage law—antitrust suits, mergers, 
consolidations, divestment orders, multistate operations, big board trading and 
the ubiquitous credit card. 


4. IMPACT ON THE INDUSTRY OF THE POPULATION’S MOBILITY 


Related to the foregoing observations is a change which has hit the hotel and 
restaurant business with spectacular results in recent years as this Nation has 
taken to highway and skyway. Many hotel corporations, and increasing num- 
bers of restaurant operators, have been making substantial capital investments 
in the rapidly rising numbers of motels and suburban restaurant properties. 
Increasingly, desirable properties for such structures are being snapped up by 
chain operators. The modern motel, while it will use fewer hands to carry on 
its work, is increasingly likely to be a place doing hundreds of thousands of 
dollars in annual volume. 

There are an estimated 60,000 motels in the United States—more than twice 
the number of hotels. American Motel, a trade publication, forecasts for 1970 
95,000 motels and 32,000 hotels. 

In 1957 more than half a billion guests spent enough money in these highway 
inns to give that branch of the industry its first $2 billion year. 

And who is building them? While many are being constructed by local 
capital in cities across the land, many others bear the proud names at the top 
of the hotel heap: Hilton, Sheraton, Knott, American, International. 


5. WASHINGTON’S NEW STATE MINIMUM WAGE LAW 


Last March, at Olympia, Governor Rosellini signed a new minimum-wage law. 
Its significance in this hearing lies in the fact that it is the only State minimum- 
wage law in this land which does all these things: It fixes $1 an hour in the 
statute itself and covers almost all nonfarm workers in the State; it applies 
to men as well as to women and minors; it fixes the 5-day, 40-hour week with 
premium pay for overtime; and it requires payment of that minimum wage 
regardless of such trimmings as meals, uniforms, tips and other extras. 

We cite Washington’s model law, because it stands out in bold relief against 
the sorry patchwork of minimum-wage laws (see table D) upon which those 
not covered by the wage-hour law must rely. Their inadequacy is a byword 
among those of us who preach the gospel of the living wage. 

Here are some facts which may surprise you: 

The hotel and restaurant worker in 24 States has no minimum wage protec- 
tion of any kind. Five States, including industrial Michigan, have authority to 
issue minimum-wage orders, but have failed to do so in our industry. In 19 
States there aren’t even any laws. One of these, by the way, is Florida, where 
the hotel business is as important to the economy as steel is to Pennsylvania. 

In only 7 of the remaining 25 States is the minimum rate set out by statute, 
and only 3 of those laws cover men as well as women and minors. One of those 
sets a 48-hour week. Another provides a 9-hour day and a 50-hour week. A 
third, with a 9-hour day, puts no ceiling on the workweek. 

I’m sure you'll find this hard to believe, too: In Arkansas the minimum wage 
was fixed at 15.6 cents an hour in 1915 and hasn’t been changed since. In 
South Dakota the rate was set 16 years ago at from 22.8 to 27.8 cents. Both 
laws cover women only. 
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But even in the “enlightened” States, like Minnesota, New York, California, 
and many others, where rates may approach $1, State administration of mini- 
mui Wages is crippled by the institution known as the wage board. 

In these States an industry board is impaneled, generally representing em- 
ployers and labor. They hold hearings. They issue what are cafled wage 
orders. And these, then, are frequently subject to attack in the courts. 

Just last week in New York State, where a wage board 5 years in the making 
had issued an order ealling for $1 an hour for hotel workers, precisely that 
occurred. That painfully achieved minimum wage was thrown out, and the 
workers are right back where they were: 75 cents backstairs: 50 cents in the 
dining room: 48 cents for the bellman. 

A couple of years ago in Minnesota another wage board drew up an order for 
our people ranging from 75 to 90 cents. And again the State employer’s associa- 
tion went into court, had the order canceled on a technicality, and today the 
Minnesota minimum wage in our industry is back where it was in 1939: from 
24 to 36 cents. : 

Nor are wage boards our only problems. Courthouse politics in both legisla- 
tive and enforcement levels in the States make it almost impossible to gain 
action on decent minimum-wage laws. State legislatures, as is well known, 
are controlled by small-town votes. The result is that wages for most citizens, 
those in urban areas, are fixed by people from areas where living costs are 
lowest. A ease in point arose April 27 in California where the papers reported 
defeat in committee for a new minimum-wage law by a vote of four to three. 
Wrote one reporter : 

Principal opponents of the bill were the Associated Farmers and the State’s 
hotel and restaurant employers. 

So much for developments since the Congress last moved to amend the act. 
There are, we feel, ample support for AFL-CIO’s thorough case presented here 
last week embracing Mr. Ruttenberg’s statistical data, his detailed comment on 
the proposed changes, and President Meany’s discussion of the equities involved. 

Does not plain decency demand of the 86th Congress that it move with serious 
purpose to rewrite the terms adopted 21 years ago? Why should a mere 
definition in the statute, a definition which has long since lost the excuse of 
novelty, be permitted to bar to millions access to the act’s protection? 

Language in S. 1046, as the committee knows, does not propose a sweeping 
coverage of every last establishment in the hotel and restaurant industry. It 
specifically exempts the so-called “Mom and Pop” place, the family enterprise. 
It exempts, indeed, many thousands more. Were it to be adopted, it would 
embrace a minority of the hotels and restaurants in the land—but it would 
extend the law’s concern to somewhat more than half the employees. 

Department of Labor figures show that of about 461,000 hotel workers (1957), 
241,000 would be covered were the pending bill to be adopted. Of these the 
Department estimates about 170,000 now earn less than $1.25, or two thirds 
of the personne! likely to be reached by these amendments. 

While we have few reliable figures on restaurants, a highly fragmented indus- 
try, we do know that certain of the largest restaurant operation will fall within 
the retail definition set forth here (see table D). I think it safe to assume 
that in those restaurants likely to be affected, the proportions will be about 
like those in the hotels: two-thirds would benefit from the proposed change in 
the minimum rate. 

We would like to enter here our hope that in considering this bill the com- 
mittee will take another look at this $500,000 standard insofar as it affects 
hotels and restaurants. Life would be very much simpler if the Wage-Hour 
Division of the Labor Board were guided by the same set of standards in en- 
forcing these laws which have so much to do with labor relations. 

NLRB has proposed a $100,000 standard for hotels in determining which 
eases it will process. It has a somewhat similar standard for restaurant 
cases. 

Since any business doing $100,000 a year in these industries has long since 
ceased being a “Mom and Pop” shop, we think workers in such places, like 
their colleagues in the largest ones, need the law’s protections, too. The volume 
of business done by one’s employer has little enough to do with the require- 
ments of one’s family budget. 

And, finally, may I say that it’s that family budget that brings us here today. 
If any member of this committee would like to see for himself the conditions 
of life for the families of those in our industry draawing the lowest wages, I 
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would like to take him on an escorted tour of any town he should choose— 
Miami, Los Angeles, Minneapolis, Boston, Seattle. Any place where you find 
hotels and restaurants you will find many living on incomes far below even 
the minimal budgets for decency set forth in Government pamphlets. 


Hourly wages in the hotels in 9 selected cities, 1959 


} 


City Waiter | Waitress Bellman Maid | Dishwasher 
pat stain —_ ‘ | | gen 
| | 
San Francisgo. = $1. 31 $1.31 $0. 81 $1. 52 | $1. 53 
Minneapolis !_ __ 97 95 | 71 1. 10 | 1.07 
Detroit. : 83 . 83 . 56 1.04 1.18 
Cincinnati - - - --- oon 61 | . 50 1.02 . 96 
Chicago. _-_ Z 81 . 75 57 1. 06 | cn 
New York ee . ae -81 | .81 | 72 1.21 | 1. 29 
Boston 81 70 | 70 1.10 | 1.14 
Washington 2 <2 oui .74 61 | 49 . 98 | 1. 0% 
Pittsburgh - _- seas 2 | . 87 | 82 72 1. 46 1. 44 
' | | | 





! Minneapolis hotels have a 3742-hour week. 
2 Waiters, waitresses, bellmen: 48 hours; maids, dishwashers work 40 hours 1 week, 48 the next, receive 
equal weekly rates for both. Thus, figures are based on twice weekly rate divided by 88. 


Note.—These are rates established after years of bargaining in these cities. Note that most are below the 
wage-hour minimum, only 7 above the proposed $1.25 minimum. In general, rates of cooks and bartenders 
are highest among hourly rated workers in the industry. housekeeping and kitchen helpers next, dining room 
personnel next, and front service (bellmen) workers at the bottom. All except those noted above are 40-hour 
agreements. 

Most hotels covered by contract in these cities will be found to do an annual volume meeting the $500,000 
standard proposed in 8. 1046. 


Source: Hotel & Restaurant Employees and Bartenders International Union. 


TABLE A.—Growth of hotel chains since 1935 


[Companies operating 3 or more hotels] 













1935 1940 





Chains_- 
Hotels oie aaaee . Gacaal 
To ema anon saw a gihacdl (4) 


1 Not available. 





NotTe.—Number of units in all chains beginning to decline as shrinkage, characteristic of concentration, 
begins. 
In 1957 the American Hotel Association reported 5,123 member hotels with 586,006 rooms. Note that 


hotels in chains, most of them AHA members, include 30 percent of AHA group, but 60 percent of AHA 
rooms, 


TABLE B—-1.—Grovreth of Hilton 
















| 2 | one 
| 1931 | 1935 | 1940 | 1945 | 1950 1955 | 1958 
} | 
v ao een A rT > a: ee 
PNG: cicsnnn scot Meccumdenade 9 | 7 | 8 12 | 11 16 26 
WOR. gv ccnacstieroeccccses | 1,930} 1,477] 2,220 | 7,485 | 10, 204 15, 624 | 1 24,000 


! Estimated. 
TABLE B-2.—Growth of Sheraton 








1942 | 1946 | 1950 | (1985 | 1957 
ane fase nee = a ee a ee 
Lo ee oe ee 8 | 19 | 20 21 38 
Rooms. ..__- . 2, 475 | 6, 203 8, 818 | 12, 250 | 20, 905 













Note.—In 1955 Hilton acquired the Statler group; in the same year Sheraton merged the Eppley chain 
with its own. 


These figures do not include mote] operations of either chain. 


Source: A monograph in process on the hotel industry by Dr. John P. Henderson, bureau of business and 
economic research, College of Business and Public Service, Michigan State University. 
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TasLe C.—Hotels by size class 
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Item 50-99 rooms 100-299 More than = 
rooms 300 rooms 
1948: To 
Member of motels (ell NOtAN) qi ik cccccd dn nccuwensdcases 5, 268 2, 862 534 Ch 
II I ic cies socio cn Rinianng eared Sine oarecnnnnigeiein 59, 980 134, 459 148, 491 Nu 
1954: ps 
Number of hotels (year round only)_..........------..-.-- 3, 431 2, 334 540 > 7 
PORE IIE, sinvcccntisdda ccedcccpeccvansagspedecneeceeke 47, 144 123, 964 | 158, 255 ‘ 
Note.—Employee figures above include all corporate management personnel but not sole proprietors. ° 
With rare exceptions no hotel smaller than 50 rooms will do the $500,000 volume proposed as standard for 
coverage in 8. 1046. 
Source: Statistical Abstract of the United States, 1958, re 
TABLE D.—State minimum wage rates in hotels, restaurants (1958) ey 
‘ " — cin _ ae ar 
Year te 
Hourly minimum | estab- | Type of worker 
| lished | 
ses natal iliac | a —_ 4 Re m 
States with rates of 75 cents or to 
more: th 
RR cei crtacinrrateiet J ED ts mcicenicaninnd puciuke amhiet 1955 Men, women, minors. 
CI ii iscccnctons ida ee i cate A Ed ad al | 1957 | Women, minors. 
CHD ia chen | 60 to 80 cents__........--- 1956 | Do. 
Connecticut.............. $1 ghee casita a -..| 1957 Men, women, minors. at 
District of Columbia 75 cents (nonservice) 48 cents} 1955 | Women, minors. 
(service). | 
en 8 eee eee si gee 1958 Men, women, minors. 
Idaho sitive asich Girl aa } 1955 Do. 
Massachusetts_-_.......-.- | $1 7 | 1958 Do. 
Is hea eae 871% cents to $1 1957 Do 
New Hampshire--_-......--} 85 cents. ___- 1957 Women. 
DOU RON os bide sapien 87 cents to $1 (nonservice hotel 1956 Women, minors. 
workers exempt). | 
Oregon secuacanl Wee | 1956 Do. 
Pennsylvania. -____._.. | 90 cents to $1.05 (nonservice) 58 to 1959 Do. 
| 73 cents (service). | 
Rhode Island__......-..-- | $1 | 1056 | Do. 
WR oiciveccenstcus 70 to 75 cents (restaurant) 75 to 80 | 1956 | Do. 
cents (hotel). 
[a 4 | ey eee 1957 | Men, women, minors. 
W yoming_. eacied 0... eatuinnwebe oie 1955 | Men, women, 
Washington ___-- ; Bh ciate. (iisaitsaebenenwne |} 1959 | Men, women, minors. 
States with rates of 60 to 75 | 
cents: } | 
New Mexico._------ ap ee eee eee eee 1957 | Do. 
New York..-.-.- of OR 0D 10 MOE aac nsikininccsdinenwebe 1958 | Do. 
I iiieseiiititninhie 70 cents (nonservice), 55 cents | 1956 | Women, minors. 
(service). | 
ee eo 6 3) eee ees Do. 
States with rates of 30 to 59 
cents: 
Kentucky _ _.----- 40 to 50 cents (restaurant), 26 to 1947 Do. 
45 cents (hotel). 
Minnesota_- a4 OR OO OE CINE onceeihci cscs 1957 Do. 
North Dakota......2... ey ee eee ee eee ee 1956 Women. 
Puerto Rico So te Ob Ole... <5 si ec cte ce -| 1958 Men, women, minors. 
States with rates of less than 
30 cents: 
Arkansas__-_-.-.-..- sic II rics cited ection eaietieninleson 1915 Women. 
Bouth Dakote..........., ye Eo 2 | ee rer 1943 Do. 








| 


Nore.—5 States have authority to set minimum wages, but have not issued any minimum wage orders. 
They are: Louisiana, Maine, Michigan, Missouri, and Montana. And 19 States have no law requiring 
minimum wages for hotels and restaurants: Alabama, Arizona, Delaware, Florida, Georgia, Illinois, In- 
diana, Iowa, Kansas, Maryland, Mississippi, Nebraska, North Carolina, Oklahoma, South Carolina. 
Tennessee, Texas, Virginia, West Virginia. 
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TABLE E.—Restaurant and bar sales 





| 1948 1954 | 1955 


| 1956 | 1957 
sian | : alee ” 
| 





| 
| | 
Total_. abinienets $13, 127, 000, 000 | | $13, 662, 000, 000 | $14,317,000,000 | $14, 778, 000, 000 
Chains (11 or more units) - ae af $662, 000, 000 | $707, 000, 000 $821, 000, 000 | $868, 000, 000 
Number of  establish- | | 
II oo optic Bates | 325, 789 NT his etc attain cian c Ratesaaceaaeionsaral Dc caciachicsak cenateed mated 
ONE, ccwncvdsennnce h eaeainers | 1, 352, 828 


| , er Se tee 7 Sa ao gi 
| } } 


Source: Statistical Abstract of the United States, 1958. 


Senator Morse. I am very glad to have your testimony. I have a 
recommendation to make to your union; that is that they raise what- 
ever minimum wage they are now paying you because your services 
are worth more than they are paying you. This was very powerful 

testimony and I am very glad to have it. 

The subcommittee will stand in adjournament until next Tuesday 
morning, May 19, at 10 a.m. in room 4232, when we will be priv ileged 
to hear the Secretary of Labor present the administration’s views on 
this legislation. 

(Whereupon, at 4:30 p.m., the subcommittee recessed, to meet again 
at 10 a.m., Tuesday, May 19, 1959.) 
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TUESDAY, MAY 19, 1959 


U.S. Senate, SuscomMMITTEE ON LAgBor OF THE 
CoMMITTEE ON LaBpor AND Pusiic WELFARE, 
Washington, D.C. 
ct subcommittee met, pursuant to recess, at 10:05 a.m., in room 
32, New Senate Office Building, Senator John F. Kennedy (chair- 
man of the subcommittee) presiding. 

Present: Senators Kennedy (presiding), McNamara, Morse, Gold- 
water, Cooper, and Prouty. 

Committee staff members present: Stewart E. McClure, chief clerk ; 
Ralph Dungan, professional staff member; Michael J. Bernstein, 
minority counsel ; Raymond D. Hurley, minority professional staff 
member; and Joseph Goldberg, technical adviser, U.S. Department 
of Labor. 

Senator Kennepy. The subcommittee will come to order. 

The Senator from Oregon. 

Senator Morse. Mr. Chairman, I have a special matter that I want 
to raise for about 5 minutes. I explained to the Secretary that it is 
«matter not connected with his testimony though I think it is a matter 
that ought to be raised in public hearing for the further considera- 
tion of the subcommittee. I raise it only with inquiry on my lips as 
to what are the facts. I want to suggest that as I present this issue, 
we give careful consideration to having the subcommittee proceed to 
find out what the facts are. 

On May 11 there appeared before this committee Mr. A. F. Har- 
tung, president of the International Woodworkers who presented to 
the conamittee a series of witnesses. 

Unfortunately I could not attend the hearing that day because I 
was engaged, as the record shows, in a debate on the floor of the Senate 
on the 160-acre limitation issue connected with the San Luis project 
bill. 

The debate lasted for 4 days which kept me away from this sub- 
committee. But I am very much concerned about a matter that was 

raised with me about an hour ago concerning the record of the sub- 
committee for May 11, 1959, on page 392 when Mr. Hartung testified. 

Mr. Hartung is president of the International W oodworkers, and 
is a citizen of my State—and let me say he is one of the men in the 
American labor movement that has*one of the finest records in seeking 
to check and drive out any Communist elements. 

As I said on the floor of the Senate the other day, as to the loyalty, 
as to the dedication to our American system, A. F. Hartung, presi- 
dent of the Woodworkers, is one of the great labor statesmen and I 
use the word advisedly when I refer to ALF. Hartung. 
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TUESDAY, MAY 19, 1959 


U.S. Senate, SUBCOMMITTEE ON LABOR OF THE 
COMMITTEE ON LABOR AND PusLic WELFARE, 
Washington, D.C. 
a subcommittee met, pursuant. to recess, at 10:05 a.m., in room 
32 New Senate Office Building, Senator John F. Kennedy (chair- 
man of the subcommittee ) presiding. 

Present: Senators Kennedy (presiding), McNamara, Morse, Gold- 
water, Cooper, and Prouty. 

Committee staff members present: Stewart E. McClure, chief clerk ; 
Ralph Dungan, professional staff member; Michael J. Bernstein, 
minority counsel; Raymond D. Hurley, minority professional staff 
member; and Joseph Goldberg, technical adviser, U.S. Department 
of Labor. 

Senator Kennepy. The subcommittee will come to order. 

The Senator from Oregon. 

Senator Morse. Mr. Chairman, I have a special matter that I want 
to raise for about 5 minutes. I explained to the Secretary that it is 
«matter not connected with his testimony though I think it is a matter 
that ought to be raised in public hearing for the further considera- 
tion of the subcommittee. I raise it only with inquiry on my lips as 
to what are the facts. I want to suggest that as I present this issue, 
we give careful consideration to having the subcommittee proceed to 
find out what the facts are. 

On May 11 there appeared before this committee Mr. A. F. Har- 
tung, president of the International Woodworkers who presented to 
the committee a series of witnesses. 

Unfortunately I could not attend the hearing that day because I 
was engaged, as the record shows, in a debate on the floor of the Senate 
on the 160-acre limitation issue connected with the San Luis project 
bill. 

The debate lasted for 4 days which kept me away from this sub- 
committee. But I am very much concerned about a matter that was 
raised with me about an hour ago concerning the record of the sub- 
committee for May 11, 1959, on page 392 when Mr. Hartung testified. 

Mr. Hartung is president of the International W oodworkers, and 
is a citizen of my State—and let me say he is one of the men in the 
American labor movement that has‘one of the finest records in seeking 
to check and drive out any Communist elements. 

As I said on the floor of the Senate the other day, as to the loyalty, 
as to the dedication to our American system, A. F. Hartung, presi- 
dent of the Woodworkers, is one of the great labor statesmen and I 
use the word advisedly when I refer to AL F. Hartung. 
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_ On May 11 he presented a witness to the subcommittee in the follow- 
ing language: 


Mr. Hartune. At this time, Mr. Senator, I would like to call on Mr. Harvison 
to take a few minutes of your time here. He is one of the men that is a so- 
called contractor that works and does some of this work, and I would like to 
have him tell you what the conditions are that he works under briefly. 

Mr. HArvison. I am Mr. Harvison from Mississippi. 

Senator CLarK. What part of Mississippi? 

Mr. Harvison. McLain, Miss. I am one of the so-called contractors. I think 
when we go in there with a load of wood, they have a stake down there. We go 
in there with a load of wood that measures 4 foot 6. We get beat out of an inch 
and you take and go in there with it if it is under 5 inches they cull it. Down 
there at the yard it is hard to cut. We have to haul it anywhere from 40 to 50 
miles one way. In some cases where they furnish the cullers and the haulers, 
the trucks, they put them on the shorter haul and we haul for the middleman. 
If he has got any trucks or anything that is available he puts them on, he won't 
give it to us. 

Senator CLarK. Go right ahead, sir. 

Mr. Harvison. We get $11 a cord for the wood delivered to the mill. We 
have to pay the stumpage that runs anywhere from $2 to $3. We pay our cutters 
$4 where he furnishes his trimmer and his saw. That leaves the hauler $5 to 
pay his two men and his truck. 

Senator CrarK. Thank you very much, sir. I think that gives us a little 
bit of a picture of your work down there. 


That is the total testimony of this witness Mr. Harvison, Mr. Chair- 
man. Now in our labor bill, the Kennedy-Ervin bill, as you know, 
we tried to get procedures in there that would protect members of 
the union in their right of free speech, that would protect members 
of the union in their right to protest what they consider to be wrongs, 
that would protect members of the union in a greater enjoyment of 
democratic rights. 

Well, I think it is a two-way street, Mr. Chairman, and the allega- 
tion is, and I am asking for an investigation of the allegation, that 
as a result of that testimony on the part of Mr, Harvison before this 
subcommittee, economic disciplinary action has been taken against 
him in Mississippi. 

I have before me an affidavit signed by Mr. Hartung, president of 
the International Woodworkers of America in which he swears as 
follows: 


I, A. F. Hartung, hereby testify that I had a telephone conversation with 
Mr. Jarvis Baughman, International Woodworkers of America southern director, 
located at Memphis, Tenn., on Saturday forenoon, May 16, 1959, in which he 
advised me that Mr. J. L. Harvison, of McLain, Miss., who testified before the 
Senate Labor Committee on Monday, May 11, 1959 about 2 p.m. for the elimina- 
tion of section 13(a) (15) of the Fair Labor Standards Act proposed in 8S. 1046, 
came back to Mississippi and delivered a truckload of cordwood to the buyer 
by the name of Mr. Mathis, of McLain, Miss., with whom he has been doing 
business for a considerable period of time. The buyer refused to accept Mr. 
Harvison’s wood and advised Mr. Harvison that he would never again be able 
to sell any wood in that entire area. The wood that Mr. Harvison was delivering 
was cut from property belonging to Masonite Corp., of Laurel, Miss. The reason 
that they gave for refusing to deal with him, Mr. Harvison stated, was that 
he had testified against the industry before the Senate Labor Committee and 
they accused him of “telling a bunch of lies.” 

A. F. HARTUNG, 
President, International Woodworkers of America. 
May 19, 1959. 


Senator Morse. Mr. Chairman, I do not know what the facts are 
beyond the record that I have just put into the transcript this morning. 
But I do know Mr. Hartung, and I do know, Mr. Chairman, his 
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usual care in a thorough investigation of any charges. I think that 
this matter is potentially serious enough so that this subcommittee 
should take official notice of it and that we ought to proceed in our 
own way through our own investigation to find out if witnesses 
coming before this sube ommittee, in “keeping with a very important 
legislative process, namely, a committee obligation to find out what 
the facts are, appear before us at their peril, at their economic peril. 

This subcommittee should at least use what authority that it may 
have to disclose to the American public any kind of economic rep- 
rimand or discipline or injury that these allegations, prima facie 
at least, disclose. Let the record be perfectly clear. I present this 
in the spirit of presenting a prima facie case based upon Mr. Hartung’s 
affidavit and with the inquiry on my lips: What are the facts? I think 
we ought to know, because I think that the American people are not 
going to approve any procedure on the part of any employer that in 
effect denies to the lawmarkers of this country the honest testimony 
of people in an industry when that testimony has a direct bearing on 
the legislation before the sube omumittee. 

I make this statement, Mr. Chairman, with now an official request 
that the subcommittee proceed—a quorum is present—to consider a 
motion I now make; namely, that the staff of this subcommittee be 
instructed to proceed with the investigation of these charges. 

Senator Kennepy. I might say, Senator Morse, that if we can secure 
a quorum at the conclusion of the Secret: iry’s testimony, the subcom- 
mittee will go into executive session to consider what action should be 
taken. 

If the facts are as you have been informed they are, then, of course, 
it seems to me that the people taking those actions are in a sense con- 
temptuous of this subcommittee. As we would object to a union dis- 
ciplining a union member who testified before this subcommittee, so 
we would regard it as inimical to the processes of this subcommittee 
for anyone to attempt to impose an economic sanction against a witness 
for presenting the facts as he saw them. 

This subcommittee might as well close up business if that became 
the general practice, so that I think it is in the public interest for us 
to attempt to determine what the facts are and what remedies are 
appropriate. 

Senator Morss. Thank you. 

Senator Kennepy. As soon as Mr. Mitchell is finished, then we will 

attempt to secure a quorum for subcommittee action. 




























(The following affidavits were placed in the record at the request 
of Senator John Stennis, of Mississippi :) 





AFFIDAVIT 
STATE OF MISSISSIPPI, 
County of Forrest: 


Personally appeared before me the undersigned authority in and for said 
county and State the within-named Lemar M. Breland, who being by me first 
duly sworn, states on oath that he is an adult resident citizen of Janis, Perry 
County, Miss., and that he is employed by Edward Mathis, pulpwood con- 
tractor, of Beaumont, Miss., and that affiant’s work is that of operating a wood- 
yard for said Mr. Edward Mathis at McLain in Greene County, Miss. ; and affiant 
further states on oath that Mr. Edward Mathis for several weeks has been 
ill and that on Thursday, May 21, 1959, he underwent surgery at Foundations 
Hospital in New Orleans, La., for removal of the larynx because of cancerous 
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condition therein contained; and affiant further states on oath that he knows 
Mr. L. J. Harvison, who lives near McLain in Perry County, Miss., but hereto- 
fore resided at Leaf in Greene County, Miss., and that the place where he now 
lives is approximately 10 miles northwest of where he originally lived, and 
that said L. J. Harvison’s name is identified in the newspaper reports about 
his activities in Washington, D.C., as being J. L. Harvison, of McLain, 
Miss. : and affiant further states on oath that the newspaper reports about what 
Mr. Harvison has said are erroneous and that the newspaper reports about an 
affidavit of A. F. Hartung, president of International Woodworkers of America, 
are erroneous, but the facts surrounding that identified in the newspaper are 
substantially as follows: 

That there has been given much of publicity about the producing of wood 
by child labor or by minors under the age of 18 years and that affiant is an 
employee of Edward Mathis and has had strict instructions never to buy wood 
produced by minors under the age of 18 years and in complying with these 
instructions he has made inquiry of persons bringing in wood where it would 
appear that they are under 18 years of age and on Thursday, May 14, 1959, 
a son of Mr. L. J. Harvison brought in a load of wood and Mr. L. J. Harvison 
and said son both admitted that said son was only 17 years of age, and affiant 
recognized that he could not buy the wood, but he did not want to create a 
scene about it and when I advised Mr. L. J. Harvison, father of the 17- 
year-old minor son that I could not buy the wood because his minor son 
under 18 years had assisted in the production thereof and had brought the 
wood in the yard, Mr. L. J. Harvison then called Mr. Edward Mathis by 
telephone and then Mr. Edward Mathis called me by telephone and advised 
me to permit the wood to be unloaded but held out of the wood stock in a 
separate area and to pay Mr. L. J. Harvison for the wood but not to permit 
the wood to be shipped and Mr. Edward Mathis explained to affiant that it 
would be necessary for them to use the wood for firewood because it had been 
improperly produced by a minor; and at this point Mr. L. J. Harvison re 
turned to affiant and was advised of the attitude of Mr. Edward Mathis 
and of the instructions given to affiant by Mr. Edward Mathis, and the check 
for the wood was offered to Mr. L. J. Harvison, but he refused to accept 
the check, and on May 21, 1959, this minor son of L. J. Harvison under the 
age of 18 years returned to get the check and requested that it be made pay- 
able to him, but affiant had no right or authority to pay for the wood in 
this manner and so advised this minor son of Mr. L. J. Harvison, but affiant did 
make out check to L. J. Harvison and give it to the son at a time when Mr. 
Sdward Mathis was in Foundation Hospital for surgery, as aforesaid, in 
New Orleans, La., and affiant further states on oath that on Thursday, May 
21, Charles Harvison, 18-year-old son of L. J. Harvison, came in with a load 
of wood and affiant scaled the wood and Charles Harvison refused to aecept 
the scale of the wood made by affiant and the wood was carried by Mr. Charles 
Harvison to another wood contractor in McLain, Miss., and evidently dis- 
posed of the wood there, and, in fact, affant saw the wood being loaded on 
railroad car of J. D. Breland, or at least being disposed of to the J. D. Breland 
shipper; and affiant further states on oath that he is instructed at all times 
to pay the prevailing price for wood and he further states on oath that the 
only reason for refusing 0 purchase wood from Mr. L. J. Harvison was that 
the wood presented was produced by child labor and was what is considered 
in the industry as wood unlawfully produced and which cannot be purchased; 
and affiant further states on oath that he never has said to Mr. L. J. Harvison 
at any time that he would not be able to purchase wood again from Mr. 
Harvison, but he had said to Mr. Harvison that he would not be able to pur- 
chase wood from him which was produced by child labor, and that is the 
basis for the controversy insofar as affiant knows; and affiant further states 
on oath, that he has made no accusations and knows of no other persons 
who have made any accusations against L. J. Harvison because of anything 
he has done prior to this time. 

LAMAR M. BRELAND. 

Sworn to and subscribed before me on this 23d day of May A.D. 1959. 


[SEAL] BertHa L. Hrarr, Notary Public. 
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AFFIDAVIT 
STATE OF MISSISSIPPI, 


County of Forrest: 


Personally appeared before me the undersigned authority in and for said county 
and State the within-named C. L. Smith, who being by me first duly sworn states 
on oath that he is a resident citizen of Richton, Perry County, Miss., and that 
he is employed by Edward Mathis at Beaumont, Miss., and that he knows nothing 
about the L. J. Harvison controversy, other than what has been told to him, 
except for the fact that he is bookkeeper and he does know how the checks have 
been issued for the payment of the wood purchased for Edward Mathis at points 
where he has located woodyards; but affiant does know Mr. Edward Mathis has 
given out instructions that no wood be purchased when any part thereof is of 
child-labor production, and that those in charge of woodyard as employees of 
Edward Mathis do their best to avoid purchasing wood which may have been 
produced by child labor; but affiant does know that wood has been purchased 
from L. J. Harvison as late as May 19 at woodyard of Edward Mathis at Luce- 
dale, Miss., and that there has been no purpose of anyone connected with the 
business of Edward Mathis to avoid anyone who had wood to sell, and affiant 
knows L. J. Harvison and Mr. Harvison knows that there are woodyards by dif- 
ferent interests in his area and that he may sell wood to anyone and that the 
prices paid for wood by those in the market for purchasing same depend upon 
the laws of supply and demand in the area and for the type of wood offered for 
sale. 

C. L. Smirn. 

Sworn to and subscribed before me on this 23d day of May A.D. 1959. 


[Sear | Bertua L. Hart, Notary Public. 
My commission expires February 7, 1961. 





AFFIDAVIT 
STATE OF MISSISSIPPI, 
County of Forrest: 


Personally appeared before me the undersigned authority in and for said 
county and State, the within-named D. W. Daughdrill, who being by me first duly 
sworn, states on oath that he is a resident citizen of Leaf in Greene County, Miss., 
and that he knows L. J. Harvison referred to in newspaper article of May 20, 
1959, as J. L. Harvison, and that affiant has known Mr. Harvison all his life and 
that Mr. Harvison and affiant resided in the same community until some 10 
years ago when Mr. Harvison moved northwest of Leaf, Miss., into the Progress 
Community in Perry County, Miss., where Mr. Harvison now resides; and affiant 
further states on oath that he is now employed by and working for Edward 
Mathis and operating a woodyard for Mr. Mathis at Lucedale, Miss., and that on 
May 15, 1959, Charles Harvison, 18-year-old son of L. J. Harvison, brought into 
the yard of Edward Mathis at Lucedale, Miss., a load of wood which was pur- 
chased and paid for with the check issued to L. J. Harvison, and at that time 
some inquiry was made as to whether or not Mr. Charles Harvison was 18 years 
of age and his birth certificate was called for or some other proof of his age and 
on the same date a second load of wood was brought in but it was not unloaded 
until the following Monday awaiting the proof of age of Charles Harvison; and it 
should be stated in this connection that Federal agents continually check on 
woodyards and insist that no wood products be purchased when produced by 
child labor under 18 years of age and thus the reason for the caution, and that 
the same caution exists against every individual who brings a load of wood to 
the yard managed by affiant and it is his information and belief that this is uni- 
form throughout the industry; and affiant further states on oath that on Mey 
18 the second load of wood brought in on May 15 was accepted and paid for and 
three more loads were brought into the Lucedale woodyard of Edward Mathis and 
purchased and paid for, and this additional wood bought on May 18 was brought 
in after the birth certificate was furnished to show that Charles Harvison was 
18 years of age; and on May 19, 1959, two more loads of wood were brought into 
the Lucedale woodyard of Edward Mathis and purchased by affiant for Mr. 
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Mathis with the payments of all of this wood being made by check to L. J. Harvi- 
son, and that there are no restrictions against purchase of wood from anyone 
by affiant for Mr. Mathis at the woodyard at Lucedale, Miss. 


D. W. DAUGHDRILL. 
Sworn to and subscribed before me on this 23d day of May A.D. 1959. 
[SEAL] Bertua L. Hratr, Notary Public. 
My commission expires February 7, 1961. 


Senator Morse. Mr. Chairman, I want at the very outset of this 
hearing to apologize to the Secretary of Labor, first for taking such 
time as I have and, second, for leaving the hearing, which I shall dur- 
ing the course of his testimony, because the Foreign Relations Com- 
mittee is having hearings on Mr. Reid this morning and I want to be 
at those hearings. But I want the Secretary to know that I shall give 
very careful attention to his testimony because I will give great weight 
to his testimony. 

Senator Kennepy. Thank you, Senator. I want to join with my 
colleague in expressing regret that you have been delayed and I want 
to tell ; you it is a great pleasure to have you here, Mr. Secretary. We 
are delighted to hear your testimony. 


STATEMENT OF JAMES P. MITCHELL, SECRETARY OF LABOR; 
ACCOMPANIED BY CLARENCE T. LUNDQUIST, ADMINISTRATOR, 
WAGE AND HOUR DIVISION; AND CHARLES STEWART, DEPUTY 
ASSISTANT SECRETARY 


Secretary Mircueiyt. Mr. Chairman, I have a prepared statement. 
Before reading it I would like to introduce Mr. Charles Stewart who 
is the Deputy Assistant Secretary of Labor and Mr. Clarence Lund- 
quist who is the Wage and Hour Administrator. They are here to 
assist me in helping the subcommittee to get all the information that 
it can. 

Mr. Chairman and members of the subcommittee, I appreciate this 
opportunity to present the administration’s views on amendments of 
the Fair Labor Standards Act. 

President Eisenhower has on a number of occasions called the 
attention of Congress to the importance of bringing more workers 
within the protection of the act. In his recent Economie Report 
and Budget Message, the President repeated this recommendation. 

Before | presenting our recommendations on this subject, I would 
like to comment on S. 1046. This bill proposes to do three things, 
and to do them all at once. 

First, it would increase the minimum wage for workers now under 
the act to $1.25. This would require wage increases for 3.8 million 
of the 24 million covered workers. The directly required increase 
in the wage bills would total over $1 billion annually. 

Second, the bill would extend the act to 7.8 million additional 
workers and make the $1.25 minimum applicable to them. This 
would require an increase in the wages of 3.2 million of these work- 
ers. About 1.5 million of these workers are paid less than $1 an 
hour and 400,000 are paid less than 75 cents. The directly required 
increase in wage bills would be nearly $2 billion. 

Third, it would make the 40-hour workweek applicable to the 7.8 
million newly covered workers. Since about two-fifths of these 
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workers now work over 40 hours a week, this would require either 
reduction of their workweeks to 40 hours or payment of time and 
a half for the excess hours. Whatever additional compensation re- 
sults from this payment must also be added to the wage bill. In 
addition, S. 1046 eliminate the overtime exemption now applicable 
to many additional workers, including seasonal workers in farm- 
products processing. 

I, too, want to see the earnings of low-paid workers improved, 
but I am convinced that the enactment of this particular bill would 
do more harm than good. The massive increase in wage costs which 
would be required by this bill simply could not be met by many 
firms, and its enactment would result in extensive curtailment of 
employment. 

My reasons for believing that this would occur are indicated by 
illustrations of the effects the bill would have on individual firms 
and their employees. 

S. 1046 would extend the minimum wage and overtime require- 
ments of the act to all gasoline service stations with receipts from 
commercial customers of $50,000 or more annually or with total 
receipts of $500,000. 

The typical service stations in nonmetropolitan areas, many of 
which would be covered by this bill, pay an average wage of 75 cents 
an hour and have an average workweek of 48 hours. This bill would 
require such a service station to increase wages by two-thirds to 
meet. the minimum wage requirement. Payment of time and one- 
half for the overtime hours would bring the total increase in the 
wage bills to 80 percent. 

Similarly, the bill would extend the minimum wage and overtime 
requirements to many small as well as large chains of variety stores. 
Wages in many of the small chains average less than 75 cerits an hour 
and full-time workers work 48 hours or more. 

Thus, the impact on these chains would be as great as on the gasoline 
service stations. ‘These variety chain stores must compete with other 
variety store firms which do not meet the $500,000 receipts test of 
S. 1046. I am convinced that these enterprises could not adjust to 
these enormous required increases in wage costs without widespread 
curtailment of employment. This would also be true of many food 
stores, chains of apparel and shoe stores and other types of retail 
stores.: 

Many of the workers whom the bill proposes to benefit would not 
obtain wage increases—instead they would lose their jobs. 

This bill would have an impact several times greater than that of 
the increase of the minimum wage to $1 an hour in 1956. Yet the 
$1 an hour minimum wage had significant adverse effects. Our studies 
of the effects of the $1 minimum provide an indication of the risks 
involved in making substantial increases in the minimum wages. 

Some brief reference to the history of recent changes in the minimum 
wage and the impact of these changes would be helpful. 

After World War II, it became evident that the 40-cent minimum 
no longer exerted any real influence on wages in employment covered 
by the act because of the broad upward shift of the whole wage 
structure. 
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The 40-cent rate was too far below prevailing wages to exert any 
pressure for improvement, or even to act as a support for the wage 
structure. Congress raised the minimum to 75 cents, effective January 
1,1950. In view of the wartime and postwar changes in the economy, 
its judgment was that wage standards could be raised to this minimum 
without “substantially curtailing employment or earning power.” 

As things turned out this proved to be true. A contributing factor 
in adjustment to the increase was the rise in the general level of 
prices and wages occasioned by the Korean conflict. 

The minimum was further raised to $1 in August 1955, effective the 
following March. 

The Department of Labor thereafter initiated a series of studies on 
the impact of the $1 minimum. Early this year I transmitted to the 
Congress a report in accordance with section 4(d) of the act which 
provided basic materials from those studies, together with my evalua- 
tion of the total situation. 

I would like to mention the economic factors that are relevant to 
the question of raising the $1 minimum at this time. 

The major effort in the 1956-57 surveys was to obtain information 
on the impact of the $1 minimum in the low-wage industries. From 
information available from similar surveys in 1950, it is evident that 
the impact of the $1 minimum in 1956 in the low-wage industries was 
greater than that of the 75 cent minimum in 1950. 

It is important to know the magnitude of the wage increases in the 
low-wage industries where it naturally would have the largest in- 
fluence on wage costs, where it would lead to important adjustments 
to offset the increased labor costs, and where it might have significant 
influence on employment. 

Surveys were made in the following 12 manufacturing industries: 
sawmills, wooden containers, processed waste, fertilizer, men’s and 
boys’ shirts and nightwear, seamless hosiery, cigars, footwear, work- 
shirts, raw sugar, tobacco stemming and redrying, and fruit and vege- 
table canning and citrus freezing. 

The industries studied in the special surveys were selected to pro- 
vide information on the impact of the $1 minimum in establishments 
representative of low-wage establishments generally. 

That the industries studied were fairly typical of low-wage seg- 
ments is indicated by the increase in wages required to bring work- 
ers under $1 up to $1. The increase necessary in the industries sur- 
veyed averaged 18 cents an hour compared with an estimated in- 
crease of about 15 cents for manufacturing as a whole. 

Some of the results of the studies are qualitative rather than sta- 
tistical. They are important, however, in showing how employers 
made efforts to offset increased wage costs through improved effi- 
ciency, more selective hiring, layoff of slower workers, elimination 
of overtime, reduction in quality, introduction of new price lines, 
or through price increases. 

There was confirmation of layoffs apparently connected with the 
minimum wage both from the statistical surveys and from the regu- 
lar monthly employment statistics of the Bureau of Labor Statistics. 

Sometimes it is said that the $1 minimum had no effect upon the 
economy, for there was for more than a year afterwards a continua- 
tion of the rise in general economic activity and employment. 
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But we ought not to expect that the $1 minimum would have 
marked or obvious effects on the general contours of the business 
cycle. It could be expected to affect directly only the relatively low- 
wage areas of the economy. 

The period was generally one of high and relatively stable employ- 
ment throughout the industrial sectors of the economy, with total 
employment continuing to rise through the spring of 1957. The gen- 
eral demand situation in the economy, accompanied by rising prices, 
was favorable for adjusting to the new minimum, and for minimizing 
adverse employment effects. 

I think it fair to conclude from the available evidence that the in- 
creased wage costs connected with the minimum wage had an adverse 
effect on employment in the low-wage industries, which cannot be 
explained in terms of general weakness in the overall economic situa- 
tion or adequately explained in terms of long-run or special cireum- 
stances in the low-wage industries involved. 

The low-wage industries generally did not fare as well as manu- 
facturing industries taken all together. According to the monthly 
data published by the Bureau of Labor Statistics, 16 out of 22 indus- 
tries with average hourly earnings of less than $1.50 showed a drop 
in employment, while only 2 out of 13 industries with average hourly 
earnings of $2.25 or more showed a decline, between February and 
April 1956. This difference is further evidenced in the period from 
April 1956 to April 1957. 

In addition to this effect indicated by the regular monthly sta- 
tistics of the Bureau of Labor Statistics, there was evidence of effect 
of the increase in layoffs shown in the special surveys conducted by 
the Department. 

For all the surveyed industries combined for which data were avail- 
able before the minimum, immediately afterwards, and on a later 
resurvey date, aggregate employment was 4 percent lower after the 
minimum, and declined 5.7 percent in the ensuing period to a point 
9.4 percent below the preminimum level. 

In most cases employment declined more markedly in the high- 
impact plants—those plants where wages had to be raised most to 
meet the $1 minimum. 

If it is reasonable to conclude, as I think it is that the amount of 
the wage increase in low-wage industries is related to difficulties in 
adjusting to an increase in the minimum wage, the 1956+57 wage 
surveys are instructive. 

The first consequence of the $1 minimum was to require employers 
to raise the wages of workers receiving less than $1. In 9 out of the 
18 industry segments studied, this raised the total wage bill by 10 per- 
cent or more. In 6 of the 14 industry segments for which there are 
data for high- and low-impact plants, the required increase in the 
high-impact groups exceeded 20 percent. 

But when the wages of the lowest paid employees were raised to 
$1, employers tended to raise wages also for workers receiving more 
than $1. 

These above-minimum increases illustrate one of the indirect and 
outward effects of the $1 minimum on the wage structure in the low- 
wage industries. They demonstrate the influence the minimum has, 
as the result of ordinary labor market forces reacting to the minimum, 
as well as the effects of the minimum on wage rates. 
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The immediate effect was to narrow previous differentials between 
high- and low-wage plants, large and small plants, large and small 
communities, and high- and low-wage occupations. But there was a 
tendency for the differentials to be partially restored in the following 
year. Nonetheless the April 1957 surveys showed an unusually heavy 
concentration of workers at or close to the $1 minimum. 

One year later, in mid-1958, the Department undertook a broad 
survey of wages in all manufacturing. There was still a severe com- 
oression of the wage structure in the low-wage industries. In May 
baad year, 11.8 percent of all production workers in food and kindred 
products earned less than $1.05 and in the South, 35.3 percent earned 
less than $1.05; in apparel, 17 percent and 38.8 percent for the United 
States and the South, respectively; in lumber and wood products, 
25.4 percent and 55 percent; in furniture, 6.5 and 17 percent; in 
leather and leather products, 14.3 and 29.8 percent. 

These figures suggest, I think the difficulty that would have been 
encountered in terms of wage costs if the $1 minimum had been in- 
creased in 1958. 

The situation no doubt has changed somewhat in the meantime, 
but not likely by much. There is in all probability still a much 
greater concentration of workers at or near the minimum than when 
Congress in 1955, with 1954 wage data available, increased the mini- 
mum to $1. 

For nondurable goods as a whole, for example, 8.9 percent of pro- 
duction workers were receiving less than $1.05 in May 1958 compared 
with 4.3 percent receiving less than 80 cents in April 1954; for non- 
durable goods in the South the figures were 16.5 percent in 1958 and 
9.4 percent in 1954. 

The risk of curtailing employment through an increase in the 
minimum wage now would appear to be significantly greater than in 
1956-57. 

I recommend against taking that risk. While it is certainly de- 
sirable to continue a review of the minimum wage from the economic 
standpoint and from the standpoint of its effect on people receiving 
low wages, I think it is premature to increase the minimum at this 
time. 

I believe that we should concentrate at this time upon meeting the 
urgent need for more extended protection without seeking a further 
increase in the minimum wage. There is an urgent need to extend the 
protection of the act to substantial groups of workers who are now 
excluded. 

This should be done before any further widening of the gap be- 
tween the wages of many noncovered workers and the minimum wages 
guaranteed to workers enjoying the benefits of the act. 

Otherwise, the minimum wages of the covered workers will be 
so much higher than the wages of many of those without protection 
that the problem of providing reasonable and practical wage protec- 
tion in new areas will become increasingly difficult. 

When in 1949 the minimum wage was increased, coverage was 
decreased. In 1955, the minimum wage was increased to $1 without 
anything being done to bring the act’s protection to the many addi- 
tional workers in need of a minimum wage. It is therefore especially 
important that the coverage of the act be broadened without delay. 
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It is a matter of concern to all of us that large numbers of these 
employees are still being paid wages below $1 an hour. 

Not all of these low-paid workers can properly be covered under a 
Federal law, but large numbers of them can. 

In my opinion extended coverage should be accomplished without 
placing a burden on many essentially local small businesses whose 
relationship to interstate commerce is at the most insubstantial. 
Some of the bills introduced in the present session of the Congress 
propose the extension of coverage to employees employed in an enter- 
prise engaged in “any activity affecting commerce.” They have also 
proposed to define “activity affecting commerce” to include, among 
other things, any activity “competing with any activity in commerce.” 

This would, so far as I am aware, be broader than any language 
ever used by Congress in applying the commerce clause of the 
Constitution. 

On the other hand, employees who work in the activities of enter- 
prises that are substantially engaged in interstate commerce are, in 
the administration’s view, clearly entitled to the protection of the act, 
where no cogent reason for a special exception can be shown. 

i therefore again propose, as I did two years ago, amendments to 
the act which would (1) include in the interstate commerce coverage 
of the law employees who are engaged in the activities of any busi- 
ness enterprise in which the total annual value of incoming merchan- 
dise materials or supplies moving directly across State lines to its 
place or places of business is $1 million or more and 100 or more 
employees are employed by the employer; and (2) exclude from 
certain minimum wage exemptions contained in the present act 
employers of 100 or more workers so as to ensure the protection of a 
minimum wage to employees of such large employers who come within 
the interstate commerce coverage of the act either under the present 
language of this law or under the proposed amendments. 

These proposals could be put into effect without disturbing accepted 
and established principles as to the proper use of the commerce power 
under Federal law. <A draft bill embodying these proposals has 
been transmitted to the Congress and introduced as S. 1967. 

Where all of the employees of an interstate enterprise are engaged 
in an integrated effort toward furthering that enterprise, the act 
should treat them alike. This objective can be effectively achieved 
by retaining within the act’s coverage employees individually engaged 
in presently covered activities; and in addition, bringing clearly 
within it all employees, whether or not presently covered, who work 
in enterprises substantially engaged in interstate commerce. 

The test which we propose would not impose Federal regulation 
on purely local types of enterprises. The requirement that a cov- 
ered enterprise have one hundred or more employees will tend to 
prevent placing new burdens on small employers of all kinds. 

Application of the act’s interstate commerce coverage as here pro- 
posed requires concurrent changes in existing exemptions. Other- 
wise, these exemptions would prevent many newly covered workers 
from receiving the minimum wage. 

No changes would be made in existing exemptions from overtime 
requirements. 
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Exemptions from minimum wage requirements would be confined 
to employes of less than 100, except in certain instances where special 
circumstances exist which make it appropriate to continue existing 
exemptions. na 

The principal areas in which existing minimum wage exemptions 
will continue to apply without change are agriculture and some of its 
related activities, and the procurement of fish and other forms of 
seafood. Existing exemptions for employees in executive, adminis- 
trative, professional or outside sales capacities, learners, apprentices, 
messengers, and handicapped, and seamen on foreign vessels would 
also be continued. 

The proposals which I have outlined would provide minimum wage 
protection for an estimated 2.5 million additional employees. The 
workers affected are employed in a variety of enterprises, in- 
cluding retailing and service, construction, transportation and 
communications. 

I urge that S. 1967 be enacted. 

I would like to say, Mr. Chairman, that Mr. Stewart and Mr. Lund- 
quist are here to provide any technical assistance that the subcommit- 
tee may wish, and to help in clarifying our position. 

(An explanation of S. 1967 follows :) 


STATEMENT IN EXPLANATION OF A BILL TO EXTEND THE COVERAGE OF THE 
Farr LAsor STANDARDS AI 


There is an urgent need to extend the protection of the Federal wage and 
hour law to many workers who are not now covered by the act. ‘This bill meets 
the need by (1) including in the interstate commerce coverage of the law em- 
ployees who are engaged in the activities of any business enterprise in which 
the total annual value of incoming merchandise, materials, or supplies moving 
directly across State lines to its place or places of business is $1 million or more 
and 100 or more employees are employed by the employer; and (2) excluding 
from certain minimum wage exemptions in the present act, employees of em- 
ployers of 100 or more workers. 

The proposal embodied in the bill is part of the legislative program of the 
Department of Labor. It is designed to carry out the recommendation made 
by the President in his recent economic report and budget message. 


NEED FOR EXTENDING THE PROTECTION OF THE ACT TO ADDITIONAL WORKERS 


The declared policy of the Fair Labor Standards Act is to eliminate as 
rapidly as practicable, without substantially curtailing employment or earning 
power, substandard labor conditions in industries engaged in commerce or in 
the production of goods for commerce. It is also designed to eliminate unfair 
competition in these industries resulting from substandard labor conditions. 

The present provisions of the act, however, omit or exclude from their ap- 
plication many of the employees in the varied industries included in this state 
ment of policy. AS a result, the approximately 24 million employees who have 
minimum wage protection under the present act represent only slightly more 
than 50 percent of the privately employed wage and salary workers, exclusive 
of administrative, executive, and professional employees, in this country. 

It is clear that the objectives of this act cannot well be attained without the 
removal of some of these existing restrictions. In keeping with the purpose of 
the act and with its character as remedial legislation, the courts have given the 
language of the act a liberal interpretation. But this has not resulted in apply- 
ing the act in other areas which Congress could, but did not, regulate even 
though these areas also come within the broad purposes of the act. 


PAST AMENDMENTS TO THE ACT 


The last comprehensive amendments to the Fair Labor Standards Act were 
enacted in 1949. They were not entirely consonant with the overall purposes of 
accomplishing the stated objectives, because a contraction in coverage and in- 
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crease in exemptions was coupled with the increase of the minimum wage to 
75 cents an hour. The exact extent of retraction in numbers of workers has 
never been clearly established. There is no question, however, that a substantial 
number of low-paid workers who most needed the help of the wage floor pro- 
vided them by the act were not only denied the increase, but were deprived by 
the amendments of the minimum floor under their wages which they previously 
had. This produced the inequitable result of providing, at the expense of these 
workers, a minimum wage increase for those less in need of it—many of whom 
already had protection through collective bargaining. 

Again, in 1955, when the minimum wage was increased to $1 an hour nothing 
was done to bring the act’s protection to many additional workers in need of 
a minimum wage. While the raising of the minimum without considering the 
expansion of coverage complicates the unfinished task, it is important that the 
coverage of the act be broadened as soon as possible. Otherwise, the wages 
of the covered workers wiil be so much higher than those without protection 
that the problem of providing reasonable and practical wage protection in new 
areas will be increasingly difficult. 


PROPOSED AMENDMENTS TO THE ACT 


The proposed legislation would extend the protection of the Fair Labor Stand- 
ards Act to employees in enterprises doing business in commerce to a substantial 
extent employed by an employer of 100 or more employees. ‘Enterprise doing 
business in commerce to a substantial extent” would be defined as any business 
enterprise in which the total annual value of incoming goods moving directly 
across State lines to its place or places of business is $1 million or more. ‘‘Enter- 
prise” would mean the related activities performed by any person for a common 
business purpose of providing goods or services, or a combination of them, to 
others. It would include all such activities, whether they were performed in 
one or more establishments or by one or more corporate or other organizational 
units. 

The bill would also exclude from certain minimum wage exemptions contained 
in the present act employers of 100 or more workers So as to insure the protection 
of a minimum wage to employees of these large employers who come within the 
interstate commerce coverage of the act either under the present language of 
the law or under the proposed amendments. 

The proposed amendments would not change the present status of employees 
employed in executive, administrative, professional, or outside sales capacities 
because the exemption for these employees in section 13(a)(1) would not be 
changed. The present exemptions in section 18(a)(5) for fishermen; section 
13(a) (6) for agriculture and irrigation workers; section 13(a) (7) for learners, 
apprentices, messengers, and handicapped workers; section 13(a) (10) for work 
on agricultural commodities in the area of production: section 13(a)(14) for 
seamen on foreign vessels; and section 13(d) for newsboys would likewise re- 
main unchanged. 

The draft bill, subject to the exceptions noted above with respect to the exemp- 
tions in sections 13(a) and 13(d) which would remain unchanged, would pro- 
vide minimum wage protection for (1) employees working for an employer of 
100 or more who do not come within the basic coverage language of the present 
law, but would be brought within it by the proposal to cover employees of such 
an employer engaged in the activities of an enterprise which meets the proposed 
test of substantial engagement in interstate commerce; and (2) employees work- 
ing for an employer of 100 or more who come within the basic coverage language 
of the present law and would have minimum wage protection now if they were 
not excluded under a specific exemption. 

These large business enterprises are now within the meaning of interstate com- 
merce as this term is applied to employees under the act. Their operation de- 
pends on substantial and continuous engagement in interstate commerce and are 
an integral part of the interstate commerce of the Nation. It is in such enter- 
prise that protection under the Federal law is most needed. 

Although no change is proposed in the exemptions which are provided from the 
overtime pay and child labor provisions of the act, the bill would provide protec- 
tion under these provisions to employees for an employer of 100 or more (1) who 
do not come within the basic coverage language of the present law but are en- 
gaged in the activities of an enterprise meeting the proposed tests of substantial 
engagement in interstate commerce, and who (2) do not come under any present 
exemption from the overtime and child labor provisions. 
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The proposal would also amend the definition of “wage” in section 3(m) to 
authorize the Secretary of Labor to determine the fair value of tips, as well 
as of board, lodging, or other facilities furnished by an employer to his em- 
ployees (if they are customarily furnished by such employer to his employees), 
in ascertaining the wages paid to any employee. 

Finally, the proposal would add a new paragraph to section 6(a) of the act 
requiring that seamen on American vessels to whom the minimum wage would 
apply must be paid not less than the rate which will provide them wages equal 
to compensation at the minimum hourly rate prescribed in section 6(a) (1) 
of the act for all hours that the seamen were actually on duty or standing by. 


A BILL To amend the Fair Labor Standards Act of 1938, as amended 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Fair Labor Standards Amendments of 1959.” 

Sec. 2. Section 3(m) of the Fair Labor Standards Act of 1938, as amended, is 
amended to read as follows: 

“(m) ‘Wage’ paid to any employee includes the value of tips and the reason- 
able cost, as determined by the Secretary, to the employer of furnishing such 
employee with board, lodging, or other facilities (if such board, lodging, or other 
facilities are customarily furnished by such employer to his employees) : 
Provided, That the Secretary is authorized to determine the fair value of such 
facilities and tips for defined classes of employees and in defined areas, based on 
average cost to the employer or to groups of employers similarly situated, or 
average value to groups of employees, or other appropriate measures of fair 
value. Such evaluations, where applicable and pertinent, shall be used in lieu 
of actual measure of cost in determining the wage paid to any employee.” 

Sec. 3. Section 3 of such Act is further amended by adding at the end thereof 
the following: 

“(p) ‘American vessel’ includes any vessel which is defined as a ‘vessel of 
the United States’ in title 18, United States Code. section 9, or which is docu- 
mented or numbered under the laws of the United States. 

“(q) ‘Secretary’ means the Secretary of Labor, United States Department of 
Labor. 

“(r) The terms in sections 6, 7(a), and 12(c) describing the employees to 
whom these sections apply shall, without limiting their present application, 
include any employee engaged or employed in the activities of any enterprise 
doing business in commerce to a substantial extent, in which his employer 
employs one hundred or more employees. For the purpose of this Act 

“(1) ‘enterprise doing business in commerce to a substantial extent’ 
shall mean any enterprise that purchases merchandise or receives for use 
in its current operations materials or supplies that move directly across 
State lines to its place or place of business which amount in total annual 
dollar value to $1,000,000 or more as measured by the preceding calendar 
or fiseo] vear, under regulations of the Secretary ;: 

(2) ‘enterprise’ shall mean the related activities performed (either 
directly or indirectly through unified operations or common control or 
otherwise) by any person for a common business purpose of providing 
goods or services, or the products thereof, or a combination of them, to 
others, and shall include all such activities whether performed in one or 
more establishments or by one or more corporate or other organizational 
units; 

“(3) an enterprise in which an employer ‘employs one hundred or more 
employees’ shall mean an enterprise in which the employer has an average 
weekly employment of one hundred or more employees as measured by the 
last preceding calendar or fiscal year under regulations of the Secretary.” 

Sec. 4. Section 6(a) of such Act, as amended, is amended by striking out the 
period at the end of paragraph (3) therein, inserting a semicolon in lieu thereof, 
and adding the following new paragraph (4): 

“(4) if such employee is employed as a seaman on an American vessel 
to whom this section applies, not less than the rate which will provide to 
the employee, for the period covered by the wage payment, wages equal to 

compensation at the minimum hourly rate prescribed by paragraph (1) of 
this subsection for all hours during such period when he was actually on 
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duty (not including off-duty periods within such period which are pro- 
vided pursuant to the employment agreement or periods aboard ship when 
the employee was not on watch and was not, at the direction of a superior 
officer, either performing other work or standing by).” 

Sec. 5. The portion of subsection (a) of section 13 of such Act which precedes 
the paragraph numbered (1) is amended to read as follows: 

“(a) The provisions of sections 6 and 7 shall not apply (except to the extent 
provided by section 13(g)) with respect to”. 

Sec. 6. Section 13 of such Act, as amended, is further amended by adding at 
the end thereof the following new subsection (g) : 

“(g) Subsection (a) shall provide no exemption from the provisions of sec 
tion 6 with respect to any employee described in such subsection who is en- 
gaged in the activities of any enterprise in which an employer employs one 
hundred or more employees, except that section 6 shall not apply to any such 
employee who is (A) described in clause (6), (7), or (10) of such subsection 
or in that portion of clause (5) of such subsection which refers to employees 
employed in the catching, taking, harvesting, cultivating, or farming of aquatic 
forms of animal or vegetable life; or is (B) an employee employed in a bona 
fide executive, administrative, professional, or outside sales capacity within 
the meaning of clause (1) of such subsection; or is (C) an employee employed 
as a seaman, within the meaning of clause (14) of such subsection, on a vessel 
other than an American vessel. 

Sec. 7. The amendments made by this Act shall take effect upon the expira- 
tion of one hundred and twenty days after the date of its enactment, except 
that the authority to promulgate necessary rules, regulations, or orders with 
regard to amendments made by this Act, under the Fair Labor Standards Act of 
1938 and amendments thereto, including amendments made by this Act, may be 
exercised by the Secretary on and after the date of enactment of this Act. 


Senator Kennepy. Thank you, Mr. Secretary. What percentage 
of that 2,500,000 workers who would be covered by the administra- 
tion bill are receiving less than the minimum wage ? 

Secretary Mircne.u. Our estimate, sir, I think is about five hun- 
dred and sixty-some-odd thousand. 

Senator Kennepy. Are receiving less than the present minimum? 

Secretary Mrrcnett. Less than the $1. 

Senator Kennepy. Do you have any idea as to how much less? 

Secretary Mrrcneti. Mr. Lundquist advises me we could provide 
some estimates as to how many are receiving 90 cents and 80 cents and 
75 cents if you desire it. 

(The estimates referred to appear on p. 872.) 

Senator Kennepy. That will be helpful. 

You say the typical service station in nonmetropolitan areas pay an average 
wage of 75 cents an hour with an average workweek of 48 hours. 

I think you would agree with me, Mr. Secretary, that that is cer- 
tainly unreasonable and unfair. We might disagree on whether the 
wage should be $1.25 or whatever the figure might be, but I think we 
would agree that 75 cents is certainly an unsatisfactory wage today. 

Secretary Mrrcwety. Senator, I would agree that every effort ought 
to be made to increase the wages of the low-paid workers. Congress 
has wrestled with this job for many years now, and as I tried to 
point out in my testimony, the impact of S. 1046 I think would be too 
great to be borne by many of these businesses that would be covered. 

It seems to me that the initial attempt of Congress in this area— 
attempt this year ought to be to take a step in the direction of bringing 
more workers under the act than the act now covers, with the minimum 
of impact on the position of the particular industries. 

Certainly our objectives are to bring low-wage workers up to a 
level that is more favorable in comparision to other workers. 
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Our problem is, how do you do that without too great an economic 
impact in an industry? I would agree with you that 75 cents an hour 
and 48 hours a week in terms of present conditions and present wages 
is too low. I think our first step should be to increase the coverage 
to include those people whom we can reasonably do it for. 

Senator Kennepy. Now let me ask you, Mr. Secretary, would these 
service stations that you have described be covered by the bill that 
you endorse ? 

Secretary Mircnery. If the enterprise—and many of them are chain 
enterprises—meet the criteria that we have set forth, some of them 
would be covered. 

Senator Kennepy. Could you state that criteria briefly ? 

Secretary Mrrcnetn. A million dollars of merchandise, materials 
or supplies that flow directly across state lines and 100 or more em- 
ployees. Those are the criteria. 

Senator Krnnepy. In other words, this typical service station in a 
nonmetropolitan area would have to secure a million dollars worth 
of gasoline across State borders? 

Secretary Mrrcneti. Yes. This service station that we mentioned 
could conceivably—and many of them are—be parts of an enterprise 
of many service stations. 

Senator Kennepy. In other words if it is part of a chain—— 

Secretary Mircnety. It probably would be covered. 

Senator Kennepy. It probably would be covered ? 

Secretary Mrrcrey. Yes. 

Senator Kennepy. If it isan individual station, not part of a chain? 

Secretary Mircuety. Yes, if it meets the two tests. 

Senator Krennepy. Now let’s say it is selling Shell gasoline, but the 
service station is owned individually—which as I understand it most 
of them are. Perhaps your people could correct me if I am wrong, 
but let’s say that most of these stations would sell a national brand 
gasoline and are owned individually. 

Maybe a fellow might own two-thirds, but I would say that in most 
cases these gasoline stations are individually owned. Am I wrong 
in that ? 

Secretary Mircueit. Mr. Lundquist, can you answer that? 

Mr. Lunpqutsr. I don’t have these data at the tip of my fingers. 
But we have some evidence to indicate that many of these stations 
would be disexempted and the minimum wage provisions would apply. 
There are two ways this would work, as you know: One, the hundred 
employee and million dollar inflow test. Also the hundred employee 
test, for exemption as applied to the enterprise. 

Senator Kennepy. That really only takes care of a gas station 
which is chain owned. In other words, there is no information avail- 
able as to what percentage of the service stations are chain owned 
and what percentage are individually owned, is that correct? 

Mr. Lunnquistr. That’s right. 

Senator Kennepy. I wonder if you could get that information. 

Mr. Lunpquist. We will try, sir; yes. 

Senator Krennepy. If it is not too difficult. In other words, I am 
going to hold my thesis until proved wrong that most gasoline stations 
are individually owned. 

Mr. Lounpquist. We will try to provide that. 

(The material referred to appears on p. 872.) 
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Senator Kennepy. That being so, if they don’t have 100 employees, 
and most of them do not, they might have a million dollars worth of 
gasoline coming in but they don’t have the hundred employees, then 
they would not be covered: 48 hours and 75 cents an hour would be 
continued to be worked in those stations. This is really an unsatis- 
factory wage for a business which is as involved as directly as these 
businesses are in interstate commerce. 

Secretary Mircuety. I think, Senator, in citing this example of 
gasoline stations, we were attempting to point out that the impact 
of the three things happening 

Secretary Mircueii. Of the increase from 75 cents in this case to 
$1.25 plus the overtime payment of time and a half—or if not over- 
time payment, additional labor—the impact that this would have on 
a small privately owned station. Certainly from the point of view 
of the welfare of humanity if you will, these wages should be in- 
creased. The problem is how do you do it without curtailing 
employment. 

Senator Kennepy. Mr. Secretary, your example showed very 
dramatically the effect of our bill which would take these people from 
75 cents an hour to $1.25 and from a 48-hour week to a 40-hour week. 

On the other hand, your example indicates very dramatically how 
inadequate the wage scale is for these people. Now most of them are 
men. Not many women are working in service stations. Most of 
them are men with families and they are being paid a totally inade- 
quate wage. I am simply suggesting that the bill you have proposed 
would not cover them. 

Secretary Mircnein. That’s right, would not cover some of them. 

Senator Kennepy. Well, I think there to this extent the admin- 
istration bill is, to say the least, deficient. I don’t think you should 
be paying a man 75 cents an hour for a 48-hour week in the United 
States today. 

Anyone who is obliged to work handling a product which is ob- 
viously in interstate commerce should be protected by the Federal 
wage and hour law. 

{ven though we may disagree, Mr. Secretary, about the $1.25 I 
don’t see how we could have any disagreement about extending the 
coverage of the law to employees in this kind of business. I am going 
to yield but I would like to come back later and discuss with you our 
experience after the last change in the law as set out in your 4(d) 
report. I will yield to Senator Goldwater. 

Senator Gotpwarer. To pursue this service station thing a little bit 
further, Do you know what the prevailing rates are for Standard 
stations ? 

Mr. Lunpquisr. Standard stations? 

Senator GotpwarTer. Yes. 

Mr. Lunpquist. Standard Oil? 

Senator Gotpwater. Yes. 

Mr. Lunpquistr. No, I do not, sir. 

Senator Gotpwater. Do you know anything about the wages paid 
by any oil company chains at service stations ? 

Secretary Mircuett. We can get that data, Senator. 

Senator Gotpwarer. On what do you base statements of 75 cents 
an hour if you don’t know what these big companies pay ? 
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Mr. Lunpqutst. I individually don’t know at this moment. We 
have data which will support these statements, yes, sir. 

Senator Gorpwarer. I have no doubt that you have, but don’t you 
also have data that would tell us what they are paying in Standard 
stations, which are the stations that handle Standard products? Are 
they getting 75 cents an hour or $1.50 or $2 an hour? 

Secretary Mircney. Senator, I think that we can provide the wage 
data we have, which will show, as pointed out here, that in certain 
nonmetropolitan areas there are wages as low low as 75 cents. We un- 
doubtedly have data which will partially answer your question as 
to what other wages, higher wages are paid in other service stations. 
I’m sure that the wages at service stations reflect to some extent the 
prevailing wage for all comparable jobs in a community. I would 
assume that in a metropolitan area such as New York or New Jersey 
or Michigan that the wages at service stations are higher than this. 
This example is taken from a nonmetropolitan area, probably in the 
South where the wages, the wage structures are lower. We will 
provide the data that we have. 

Senator Gotpwater. Would you also tell us the percentage of sta- 
tions that are owned and operated by the owner or operated by the 
owner ? 

Secretary Mrrcneiyi. We will see what we can get on that. 

(The material referred to appears on p. 872.) 

Senator Gotpwarer. I think if you present figures that you 
ought to present the entire picture. It is very easy to pick out areas 
in the South and areas in the West, areas in any State in this country, 
where they are paying 75 cents an hour. In fact, I can find some for 
you that are paying 35 cents an hour. But if you come in with a 
blanket statement that service station employees are paid 75 cents 
an hour, it is not the true picture. 

Secretary Mircneti. Senator, may I point out that this is not a 
blanket statement. The statement said very clearly that in certain 
stations in nonmetropolitan areas wages were as low as 75 cents, which 
is true. 

And that the impact of the $1.25 would be an increase of 50 cents 
an hour in wages. It is not intended and it is not stated that this 
statement applies to all service stations. 

Senator Gotpwater. Now I would like to ask another question that 
does not. pertain to your bill but it does to the Kennedy bill because 
it involves an increase in the minimum wage. How long do you 
think it would be before $1.25 became in the same category as 75 cents 
is today ? 

In other words, how many years would go by before we would have 
to talk about raising the $1.25 because it would no longer be a livable 
wage ? 

Secretary Mircnety. Senator, I am not that much of a prophet to 
be able to answer that. 

Senator Gorpwarer. History has pretty well shown that is what 
happens when we artificially raise wages. My guess is that in maybe 
2 or 8 years the same groups would be back with the same legislation 
to make the wage $1.50 or $2. 

I am very happy that the administration did not approve a wage 
increase. In fact I am disappointed that the administration put m 
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any kind of a bill, but it at least does not change the minimum wage 
because I think we are merely fooling the American worker when we 
automatically by Government edict establish their wages. 

Senator KenneEpy. Senator Prouty ? 

Senator Proury. Thank you, Mr. Chairman; Mr. Secretary, I 
gather from your statement together with other statements which you 
have made from time to time that you certainly are not opposed to an 
increase in the minimum wage ? 

Secretary Mrrcueti. That’s correct. 

Senator Proury. You favor it in principle? 

Secretary Mrrcnet.. That’s correct. 

Senator Proury. And you likewise feel that if accompanied by in- 
creased productivity, that is a means of expanding our general econ- 
omy. Your concern right now is the impact which S. 1046 might 
have on the economy at this time ? 

Secretary Mrrcnetn. That’s right, sir. 

Senator Proury. First I would like to go back to these service sta- 
tions in order to clear up a question I have in mind. Many of these 
stations, I assume, are owned by the large oil companies. They in 
turn are leased perhaps to individuals living in a local area. 

What would the situation be with respect to these leased stations 
under the administration proposal ? 

Secretary Mirrcurett. We would have to examine I am sure, Sen- 
ator, the terms of the contract, terms of ownership and so on, and 
the only way that I can with any degree of accuracy give you the 
information you want is to take a look at the whole service station 
industry and see what forms of contracts exist. 

In some cases, as Senator Kennedy points out and I happen to know 
myself since I have a brother-in-law who owns a station at which he 
sells, incidentally, Shell gas, they are individually owned. But there 
are other forms of lease and contract which vary I am sure all over 
the lot. 

I think we would have to get that for you if we can. 

Senator Proury. Many of these independently owned stations I as- 
sume are operated in connection with a variety business or a general 
store or something of that nature. 

Secretary Mrrcuvet.. It may be, yes. 

Senator Proury. Now you indicate or estimate that the increase in 
wages under S. 1046 would be $3 billion. Is that correct ? 

Secretary Mrrcneti. Yes; there would be an increase for the pres- 
ently covered workers of $1 billion. There would be an increase for 
those that are not now covered of $2 billion, and then of course it is 
impossible to estimate the dollars that would be paid in overtime be- 
cause many businesses would stop overtime. Some would make no 
attempt, so you are right that this would be 3 billion-plus. 

Senator Proury. Now have you made any study as to the impacts of 
that increase on the general economy? Would it result in definite 
price increases all along the line? 

Secretary Mrrcueny. Well, it would be very difficult to say that 
this would positively result in definite price increases all along the 
line. Our major argument here is directed to the thesis that such a 
large wage bill ree i on essentially low wage industries would have 


the effect of curtailing employment opportunities, which is contrary to 
the purposes of the act. 
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Congress always in reviewing the necessity for an increase in the 
minimum wage has looked at, in accordance with the act, whether or 
not such an increase would in fact curtail employment. 

It is our belief that in such industries this sizable wage increase, re- 
sulting in a sizable increase in costs, would in fact curtail employment, 

Senator Provury. It has been suggested by some economists and 
others that one reason for the heavy unemployment in the automobile 
industry is that because of high labor costs the companies have gone 
in for automation and more efficient methods of production w ith the 

result that they can get what they want produced with a lower labor 
force. Is it your feeling that this might turn out to be the case with 
even these smaller businesses? 

Secretary Mrrcnetu. I do not agree entirely with the economists 
who say that unemployment in the automobile industr y is due to high 
wage costs in that industry, but I am addressing my self here to the 
sharp impact that would be caused by an increase to $1.25 plus over- 
time on essentially low wage industries here. 

I believe that this would curtail employment. 

Senator Proury. In other words, you want to expand the coverage, 
bring more people under the program. 

Secretary Mircnetu. I favor it very strongly, Senator, but cer- 
tainly I do not believe that we should ever stop reviewing the need 
for an increase in the minimum wage. The time will come . IT am sure 
when Congress will deem it desirable to increase the minimum wage. 
However, as I point out here, the higher you get the minimum wage, 
the greater the gap you have between the covered and the unovered 
employees, and that Congress should take the step now of increasing 
the coverage, and then perhaps later on review whether or not the 
minimum wage should be increased. 

Senator Proury. And it would be your hope that the minimum 
wage could be increased later on ? 

Secretary Mircueu. Yes. 

Senator Proury. When the impact was less than it might be at 
the present time? 

Secretary Mrrcneiy. Exactly. 

Senator Proury. As I understand Mr. Kennedy’s bill S. 1046 it 
would change the law back to the way it was originally enacted insofar 
as the definition of the word “produced” is concerned. In 1949, I 
believe Congress changed that definition and an employee is now cov- 
ered under the Fair Labor Standards Act if his wank is closely related 
and directly essential to the production of goods for commerce. What 
was the argument that aa Congress to change the law in 1949! 

Secretary Mrrcuety. I do not know, sir. I wasn’t here then. Does 
anyone know ? 

Mr. Lunpquist. Senator, I think I can talk a bit on that subject. 
In the first place, this “activity affecting commerce” including indus- 
tries that compete with commerce never was in the wage and hour law. 
This bill, S. 1046, would go further than any previous s language under 
the Fair Labor Stand: te ae The current provisions of the Jaw are 

“engaged in commerce” “production of goods for commerce” in- 
cluding occupations ‘cloutig related” or “directly essential” to such 
production for commerce. 
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The “affecting commerce” provision as contained in the National 
Labor Relations Act was never in the Fair Labor Standards Act. 

Senator Proury. Now what effect would S. 1046 have on the em- 
ployees of a local independent nursery concern whose duties include 
mowing the lawn around a plant w ithin a State engaged in produc- 
ing goods for interstate commerce? Would these employees be covered 
under S. 1046 ¢ 

Mr. Lu NpQuist. I would want to defer that to the Solicitor for an 
opinion. It is difficult to attempt to rationalize these situations. You 
have to see the facts in the particular case. 

Secretary Mircnei.. I might point out, Senator, that for years the 
Wage and Hour Division has been confronted almost daily with ques- 
tions as to whether or not this particular industry or this particular 
company is covered or not covered. 

I think Mr. Lundquist is trying to say that he would have to know 
the facts in detail before coverage » could be determined. 

Senator Proury. Mr. Chairman, I should just like to make my posi- 
tion very clear by saying that I have reached no conclusion whatso- 
ever concerning any of the proposals now before us. I do think, how- 
ever, that they are matters which should be given very serious thought 
not only i in the interest of employees but with respect to the impact 
they may have upon the economy. 

If any bill we might approve would do more harm than good, we 
want to think long and carefully before we take any action. I ap- 
preciate the Sec retary’s ; testimony this morning. I know that labor 
in this country has no greater friend that he, and I am sure that he is 

taking a position whic +h he honestly believes to be in the best interest 
of the country as a whole, and that means all of us. Thank you very 
much, 

Senator Kennepy. Senator Cooper? 

Senator Cooper. Mr. Chairman, I wanted to hear the Secretary be- 
cause I know of his long interest in this legislation, an interest which 
has been manifested over several years. My question goes to one issue. 
[ think one of the paradoxes of our economy, and one which causes 
great concern, is that we have a rising level of employment, rising 
wages and a rising level of gross national product and personal income. 
Yet there are these areas which persistently continue to have 
unemployment. 

Now I can only speak of the situation in my own State, Kentucky. 
I think some of the factors which bear upon this large unemployment 
in my own State in certain areas are due to the fact ‘that they are not 
competitive, maybe because of the isolation in the area, lack of com- 
munication, roads, air communications, and there has been a flight of 
industry and workers from those areas and a reluctance upon the part 
of industry to come in. 

I want to ask you if you have made any study as to what the effect 
of any legislation of the various bills which have been introduced 
would have upon this problem / 

What effect would it have upon increasing or reducing unemploy- 
ment in these areas, which despite the continued growth of the econ- 
omy are steadily going down industrially and economically and in 
living standards of people in these areas ¢ 
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Secretary Mrrcuetyi. Senator, I think that those areas that you 
mention are of great concern to all of us. I do not see in mini- 
mum wage legislation any cure or remedy. It is my belief that 
Congress might wel] consider an adequate area assistance or area 
redevelopment. bill which it has now before it, which certainly would 
serve to stimulate industrial activity in these areas. I think the an- 
swer lies in that direction rather than in wage legislation. 

Senator Coorer. I understand that. My question was whether or 
not there had been any study to determine whether the increase of 
the minimum wage would further diminish unemployment in these 
depressed areas or whether it would help employment ? 

Secretary Mrrcuery. It would seem to me, Senator, that for the 
same reason that we cite here, the dramatic effect of a 50 cents an hour 
increase in the minimum wage in certain industries could curtail 
employment. It is my belief that an increase of the minimum wage 
at this time and its impact in these areas might serve to curtail what- 
ever employment exists in the area. It certainly would not in my 
opinion make for more employment. 

Senator Kennepy. Senator McNamara? 

Senator McNamara. I would like to ask the Secretary a question. 

We have had quite a bit of testimony from witnesses thus far that 
increasing the minimum and extending coverage in the case of some 
industries would result in widespread business failures. 

In your experience where there has been an increase to the minimum, 
has the rate of business failures among small or large firms actually 
increased because of the minimum wage requirements ? 

Secretary Mrrcnenn. Well, Senator, I don’t think that I would 
agree with those persons who would say that an increase in the mini- 
mum wage would result in widespread business failures. 

I would think that it might in some cases result in business fail- 
ures. The more important thing to me, however, is that it might 
result and, our figures would seem to indicate that it would result, 
in a curtailment of employment opportunities. 

Senator McNamara. Mr. Secretary, you have expressed interest 
in coverage for agricultural employees. While this is not part of the 
legislation before us, would you care to state vour position on this 
matter which may be before this committee before the end of this 
year ? 

Secretary Mitcnriu. I have said, Senator, that I believe that con- 
sideration should be given to a minimum wage in the agricultural 
field, particularly in those large farms and ranches which hire many 
people. I am not talking about the small family farm. We are 
undertaking in the Department of Labor now a survey as to what 
the problem is, and I have stated, and I would state for the record 
here, that I hope by the end of this year and for the next session 
of Congress to have information available which would enable us 
to consider this problem. 

Personally I believe that after such a survey we ought to seriously 
attempt to cover agricultural workers who are employed with a 
minimum wage. 

Now the reason I think that a survey is necessary is because we 
have to know something about the prevailing wages that exist now. 
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We have to know whether or not, as is often alleged, there are 
forms of compensation other than wages, like housing and food and 
so on. 

But of all the segments in our country’s work force that need some 
form of assistance, it is my opinion that ‘the farmworker and particu- 
larly the American domestic migrant worker needs it as much as any 
other group. These workers have no minimum wage protection from 
the Federal Government, no protection from the State governments 
in terms of schools, health and so on, and I think that the Congress 
might well address itself to this whole problem of minimum wage in 
this industry. 

Senator McNamara. I appreciate your statement inthis matter. Is 
it a fact as I understand that even the child labor laws do not apply 
in this area ? 

Secretary Mircuentt. Oh, no. They do, sir. We have occasion to 
investigate child labor continually, in terms of running machines on 
farms and so on. I believe also that such laws apply in many States. 
Will you explain this, Mr. Stewart? They are covered but exempt # 

Mr. Srewart. The child labor provisions of the act apply to agri- 
culture but there is a general exemption. The exemption, however, 
does not exist during school hours so there is investigation and en- 
forcement with respect to violations of the child labor provisions. 

Senator Kennepy. I wonder if you could restate your answer ? 

Mr. Srewart. As to child labor provisions, where there is coverage 
under the Fair Labor Standards Act, there are child labor provisions. 
There is a general exemption in agriculture. But the exemption does 
not apply during school hours. So there is investigation and en- 
forcement of the child labor provisions during school hours, but this 
is all at the present time because of the exemption. 

Senator McNamara. Yes, I was quite astonished to find that during 
the vacation period, which takes in a great deal of our harvest period, 
there is no Federal law as far as child labor is concerned in this area. 
I think that is one of the ‘im that we ought to give some attention 
to, Mr. Secretary. 

I have no further questions, Mr. Chairman. Thank you very much. 

Senator Kennepy. Mr. Secretary, what has been the overall in- 
crease in national productivity since the last change in the minimum 
wage law ¢ 

Secretary Mircue.y. Mr. Stewart tells me it is 7 or 8 percent. 

Senator Kennepy. Since when ? 

Mr. Stewart. Since March 1956. 

Senator Kennepy. 7 or 8 percent. What about the price increase 
overall ? 

Mr. Stewart. If I recall the consumer price index probably has 
advanced 8 or 9 percent. 

Senator Kennepy. How much? 

Mr. Stewart. I believe 9 percent. 

Senator KEennepy. 9 percent? 

Secretarv Mircnet.. Not since 1956. 

Senator Kennepy. Even though there has been an average pro- 
ductivity increase of 8 percent, and I recognize the importance of that 
word “average” increase, and a price increase of 9 percent, you do 
not recommend an increase in the minimum wage? 
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Secretary Mrrcnetn. At this time, no, sir. I might point out, Sen- 
ator, as you recognize, that you use the term “average.” I think it 
could be borne out the these figures on productivity, the national 
productivity increases, which embrace as you know, the entire econ- 
omy, would probably not apply to the low wage industries that would 
be most seriously affected by the increase in the minimum wage. 

Senator Kennepy. The price increase would though, wouldnt it? 

Secretary Mircueu. Yes, I suppose so, because of the— 

Senator Kennepy. Rising prices affect this and all other groups in 
society, do they not ? 

Secretary Mircnein. Yes, they would apply to this group. 

Senator Kennepy. Can you produce any figures, Mr. Secretary, 
which would show us what the productivity trends have been in the 
industries which are covered by the bill which I have introduced and 
the bill which you favor—Senator Prouty’s bill? 

In other words, can you demonstrate that the 9 percent rise in 
national productivity—or was it 8 percent ? 

Secretary MircHe... 8 or 9. 

Senator Kennepy. The 8 or 9 percent average increase in produc- 
tivity has not been characteristic of all sectors of the economy? Do 
you have any figures to support your statement? 

Secretary Mircueiy. Well, we can endeavor to get them, Senator. 
I think it is obvious that the productivity increases come in large 
measure from automation, improved technology, which does not gen- 
erally happen in some of these low wage industries. 

Senator Kennepy. No, but I certainly would think that produc- 
tivity increases would have occurred in textiles, lumber and laun- 
dries—to cite a few industries affected by this bill. I am not sure that 
the thesis would stand up completely but I would like to have any 
figures that you have. 

Secretary Mircue.y. We will try to get some figures. 

(The material referred to appears on pp. 873-875.) 

Senator Kennepy. Mr. Secretary, you stated in answer to a ques- 
tion of the Senator from Kentucky that you thought that in the 
economically hard pressed areas an area redevelopment program 
might be more helpful than extension of wage and hour protection. 

You know of course that the President vetoed an area redevelop- 
ment bill that the Congress had passed, so it does not seem to me that 
much hope is offered in that area. 

Secretary Mrrcneiy. Well, I should hope in this session, Senator, 
that the Congress could pass a bill that the President could approve. 

Senator Krenepy. I would not say that the administration does 
not seem to have shown much imagination or verve in this area. 
Here we have an overall price increase of 9 percent affecting these 
workers, a productivity increase of 8 percent since 1956, and yet the 
administration—let me ask you this before I make that statement. 

What is your prognosis for employment and overall productivity 
in the Nation during the next 12 months? Are we on the rise? 

Secretary Mrrcueti. As to employment, we are on the rise. The 
April figures of employment and unemployment would indicate that 
we are definitely in an upward trend of employment, a downward 
trend in unemployment, and I think that by the fall and continuing 
into the spring of next year we can expect high levels of employment. 
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Senator Kennepy. Didn’t you state to a group recently you were 
going to eat your hat if unemployment was not below 3 million? 

Secretary ‘Mitcuentn. Mr. Meany, who was in San Juan when I 
said that I thought unemployment would be 3 million by October, 
said “Mitchell is talking through his hat.” The next time I saw Mr. 
Meany, which was at the unemployment conference here a month ago, 
I volunteered to eat the hat that Mr. Meany said I was talking through 
if the figures were not 3 million in October, and at this point, I am 
sure that I can still retain my hat without eating it. I would like to 
have you, Senator, watch me not eat it. 

Senator Kennepy. I certainly hope you don’t have to eat it, Mr. 
Secretary—from the country’s point of view. But 1 gather that you 
must be confident of your estimates. 

If you are correct, we are going to have a booming economy and 
unemployment is going to drop to 3 million or below which would 
obviously mean employme nt is going to be the highest in the history 
of this country. Then I’m wondering if the increases in productiv ity 
and the increases in the price levels since 1956 are not going to 
stimulate you to action to share some of that prosperity for those 
who are getting this abnormally low wage. 

Secretary Mitcnett. Well, Senator, of course in that I think your 
remarks presuppose a price increase. 

Senator Kennepy. Not necessarily. I am taking into consideration 
the fact that there has been a price increase of 9 percent over the past 
few years during which the wages of the workers affected by this bill 
have remained virtually at the same level. I assume there would 
probably be an increase in the average productivity so even if there 
isn’t a price increase, we already are under the burden of a price 
increase. We have had a productivity i increase and probably produc- 
tivity increases in the future. So it seems to me that an increase in 
both coverage and the minimum wage are in order. 

Secretary - Mircne.i. Of course this gets down to a matter of opinion 
as to the impact. of the increase. I happen to have the opinion that 
at this time an increase in the minimum would be undesirable, and 
I feel strongly that the first step that Congress ought to take in this 
area is to increase the coverage rather than the minimum. One can 
argue the economics of the situation. I am not prepared to do it. 
I think that all of the data which I have recited here indicate to me 
at least that now an increase to $1.25 would be inadvisable. 

Senator Kennepy. Mr. Secretary, I must say that I am 

Secretary Mircnery. Now at the same time, Senator, I am fully 
conscious that every effort should be made, without curtailing em- 
ployment and without damaging some of the economies of the busi- 
nesses that would be affected, to continually review the minimum 

yage in anticipation of an increase. 

Senator Kennepy. Mr. Secretary, could one of your assistants give 
us the figures on the average wage increase percentagewise since the 
minimum wage went into effect ? 

Mr. Srewarr. That is approximately I believe 15 percent for 
manufacturing. 

Senator Kennepy. That is an average. As productivity is an aver- 
age so this is an average. 

Secretary Mrrcnety. That’s right. 
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Senator Kennepy. We have had since 1956 an average increase in 
wages of 13 percent, a pera increase of 8 percent, a price 
increase of 9 percent and yet, Mr. Secretary, as Senator Prouty said, 
one of the best friends of labor in ‘the country, you are coming here 
and telling us that you don’t think an increase in the minimum with 
those average increases in prices, productivity, and overall wages, 
doesn’t offer an increase of some percentage in the minimum wage of 
our workers at the bottom of the ladder? 

Secretary Mircuerti. Well, Senator, you are adding up apples 
and pears and coming out w ith 9 plus 8 plis 13. 

Senator Kennepy. How am I doing that ? 

Secretary Mrrcnety. Because I gather what you are saying is th: ut 
you add 13 percent to 9 percent. 

Senator Kennepy. No, I haven’t added them. I have just taken 
3 indices, all of which have been upward, and rather substantially 
upward in the last 3 years, and we expect that at least two of those 
indices will go up further next year—I would say productivity and 
wage levels will go up in the next 12 months. Yet at this time of 
upward motion, of past upward motion in 3 economic indicators, 
future upward motion in at least 2 indices if not in prices, you still 
figure that the status quo is satisfactory ? 

Secretary Mrrcuey. Yes, I do, Senator, for the reasons that I have 
stated before: An analysis of the impact of the $1 minimum wage 
on the low wage industries—and I think you would agree that you 
cannot take the productivity figure and say this applies, or the 
average applies, to the low wage industries. 

Our analysis of the minimum wage survey, the impact survey that 
was made by the Department, would indicate that the dollar increase 
in 1956 had an effect on employment. My objection to an increase 
at this time is based on that data which I am sure the staff here would 
be very happy to discuss with your staff. It is also based on my feel- 
ing thi it if we are ever going to get extended coverage, the time to do 
that is now. Every time you raise the minimum “without dealing 
with the coverage problem, you make the coverage problem that much 
more difficult to § get at. 

Now one other factor is that, despite the general wage increases 
which Mr. Stewart cited of 13 percent, there is still a large concentra- 
tion of wages, as I pointed out in my testimony, at $1 ‘and $1.05 in 
these low wage industries. 

Senator Kr nnepy. As I say, Mr. Secretary, I am not suggesting 
that we should increase the dollar at the expense of the coverage. 
I agree with you that the coverage is of primary importance, but I 
would certainly say a more substantial coverage than is suggested in 
the legislation which you have endorsed, which would only affect a 
half million workers. 

I think probably we can get some figures on that. But I would 
say that we need to expand. coverage more substantially than you 
have suggested. I think that the figures which we have discussed this 
morning would indicate that some increase in the minimum—perhaps 
not to $1.25—but some increase in the minimum would be justified 
even by a most conservative analysis of the three figures which we 
have discussed, productivity, price increase, the prognosis for the- 
future. If productivity increases are not concentrated in these low 
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wage industries, it certainly is true that the wage increases about 
which you spoke have not occurred in these industries. 

They may not have increased their productivity by the overall 
average, but they certainly have not increased their wages either. 
Their wages have not increased. The question really comes down 
to whether you have read the 1956 survey in the same way that I have 
read it, as to the effect of the increase to $1. I would like to ask you 
a couple of questions about that. 

I am referring to part 3 of your studies of the economic effect of 
the $1 minimum. The report states two general conclusions that can 
be drawn as to the effects that the miimum wage does not have. 

First the minimum wage increases had not by 1956 resulted in any 
substantial changes in the economic situation of the Nation as a whole 
as measured in terms of trend, employment, unemployment, and other 
economic indicators. 

There is some evidence of loss of jobs resulting from the minimum 
wage. No indication of the overall extent of such a loss. 

Secretary Mrrcneti. You are reading, Senator, from the interim 
report ? 

Senator Kennepy. Yes. 

Secretary Mircuety. Not the final report? 

Senator Kennepy. No, ’m reading from the studies of the interim 
report. If the final report changes any of this, I would like to be 
corrected. 

It is not known to what extent reduction of employment in some plants was 
accompanied by increased employment in others nor to what extent reduction 
resulted in additional jobs. 

The point is that in looking through these reports it seemed to me 
that the overall effect was rather limited. 

I think that your reports indicated that only a limited number 
of complaints of disemployment due to the increased minimum wage 
were received. Perhaps the gentleman in charge of this—did you 
prepare these ? 

Mr. Lunpquist. It was prepared under my direction, yes, sir, 

Senator Kennepy. Isn’t it a fact that the disemployment effect was 
one of the things that particularly interested you and that you in- 
structed your people to be on the alert for complaints of unemploy- 
ment resulting from the dollar minimum, and you stated some place 
here that you received only 500 letters and reports of this type. After 
investigating these reports, I believe you found that there the unem- 
ployment attributable to the increased minimum was about 1,200 
workers, was it, or 1,800? 

Mr. Lunpquist. Yes, roughly. 

Senator Kennepy. Is that a fair statement? 

Mr. Lunpquist.: Yes. 

Senator Kennepy. Now isn’t it a fact in other words that you were 
on the lookout, quite properly under the instructions of this committee, 
on the lookout for adverse employment effects and that as a result of 
your study you found that there were industries or companies employ- 
ing about 12,000 workers, and that you then found that there were 
possibly 1,800 who were adversely affected ; is that correct ? 

Mr. Lunpquist. Yes, but of course, Senator, we have some feeling 
that not all of the adverse effects were made known to us. 
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This is like anything we do. All of the violations are not made 
known to us under this law. In the same way, in regard to these 
adverse effects, there may be more adverse effects than we know about. 

Senator Kennepy. Do you have more? 

Mr. Lunpquistr. We don’t have any. 

Senator Kennepy. Didn’t you attempt to find them ? 

Mr. Lunpquistr. Well, when you say attempt to find them 

Senator Kennepy. Didn’t you send out instructions to your regional 
people to be on the lookout for them ? 

Mr. Lunpquist. Yes, sir. 

Senator Kennepy. And how many did you find ? 

Mr. Lunpquisr. As you indicated, about 500. 

Senator Kennepy. And how many workers involved, 1,800 ? 

Mr. Lunnauist. 1,800 roughly. 

Senator Kennepy. Tell me what percentage that represented of the 
overall? If you got 500 complaints involving 12,000 workers, of whom 
1,800 were discharged according to your figures or were affected ad- 
versely, though you don’t state how many were reemployed and so on, 
let’s take your figures at face value, isn’t that a pretty small percentage 
of those who were affected by the increase to $1 ? 

Mr. Lunvqutist. It certainly is. 

Senator Kennepy. Now let me ask you this—— 

Senator McNamara. Mr. Chairman, do I understand that was about 
1,800 out of 2.5 million ? 

Senator Kennepy. Iam trying to find out. Isthat what it was? 

Mr. Lunpauist. About 2.1 million roughly were affected, by the in- 
crease in the minimum, yes. 

Senator Kennepy. Let me just ask you this: Isn’t it a fact that your 
interim report, “Studies of the Economic Effect of the $1 Minimum 
Wage” issued by the Department of Labor in March 1957 stated on 
page 19, out of a statistical series page 194: 

Minimum wage effects could not be discerned in a series available for the 
Southern States. Statistics showed no significant changes in the period after 
March which can be attributed to the high minimum rate. The expectation by 
some that business failures would increase significantly as a result of the new 


minimum has not up to this time been confirmed by the available statistics for 
the southern region of the United States. 





Ts that an incorrect statement? 

Mr. Lunnauist. At that moment, no, in the interim report. 

Senator Kennepy. Do you have a final figure on that statement? 

Mr. Lunnaqutist. No. We think the data, as the Secretary has indi- 
cated, showing the concentrations of workers at the $1 and $1.05 and 
$1.10 figure would indicate that the adjustment is not complete. 

The adjustment is rather difficult in some of these low wage 
industries. 

Senator Kennepy. Where do you find that? I know that is a 
generalized statement. Where do you find that? Will you show me 
that in the report? 

Mr. Lunvqutst. These are in the distribution 





Senator Krnnepy. Let’s take the case of—I want to give you 
sufficient time to find that. 


Mr. Lunpqutst. I would be happy to provide that by letter. 
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Senator Kennepy. But the point is I don’t think that these sta- 
tistics that you have here demonstrate that that statement is warranted 
by the figures here. 

I don’t see that. I wonder if the gentleman could read us back 
your statement, because I don’t really think your point can be estab- 
lished by this report. 

I can go through the sawmill employment in the South from March 
to April, and you might be able to show me a statistical drop in the 
employment in the sawmill industry but if you go back to 1954 you 
can show a month-by-month decline in the sawmill industry in the 
South. 

In other words, I don’t believe that you can demonstrate, even after 
the most. careful searching, that this had an overall adverse effect even 
in the employment in the low-w age industries affected by the minimum 
wage, 

Now Senator McNamara and I discussed with you in one case, one 
of your experiences, and I would like to have you show me where 
this substantial, and I believe that was the word, significant was the 
word employed by the Secretary, significant adverse employment 
effect of the increase to $1. 

I am not attempting to badger you because I know we both want 
to find the same thing. But can you tell me where you find those 
figures in your report ¢ 

Mr. Lunpqutsr. I am afraid I couldn’t adequately summarize it 
here this morning. I would prefer, if I may, Senator, to prepare a 
statement supplementing the statement this morning. 

(The material referred to appears on pp. 875-884.) 

Senator Kennepy. I understand your problem. I find it difficult 
to find it too. I would read to you from page 14. This is in regard 
to prices: 

Wholesale prices for the products of industries which were required to in- 
crease hourly wage costs because of the increased minimum wage did not rise 
any more than the average pricing for other products. Prices for some of the 
products of low-wage industries may have been increased as a result of minimum 
wage but the amount of such increase does not appear to be sufficient to alter 
the general trend of the wholesale price index. 

Now I know that some people have cried havoc every time we have 
talked about increasing the minimum wage, but I think that this 
study, which was certainly intended by the ‘Congress not to prove 
one thesis or the other, but to just give us the facts, does not warrant 
any such wholesale charge that this resulted in a substantial or a sig- 
nificant adverse effect either on prices or employment. 

I would like to have you give me chapter and verse and page on 
these figures to show where it did. 

Secretary MircHe.y. Senator, may I point out—I am sure Mr. 
Lundquist. can provide this. You were addressing | yourself to why 
can’t we increase the minimum wage if not to $1.25 to some other 
amount ? 

I think you should bear in mind that an increase in the minimum 
wage to an amount above $1 would affect not only those people who 
are presently covered, but would also affect those people for whom 
coverage is ‘contemplated, where the wages are admittedly lower in 
some cases than the wages of covered workers. 
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I would like to refer you to that portion of my testimony which is 
the result of a survey that the Department made in mid-1956, which 
is later than the interim report that you are quoting from. 

As you recall, I said that there is still a severe compression of the 
wage structure in the low-wage industries. And I must say that we 
are emphasizing these low-wage industries because those are the in- 
dustries that are most dramatically affected by any increase in the 
minimum wage. 

And as I pointed out, in May of last year 11 percent, over 11 per- 
cent, of all production workers in food and kindred products earned 
less than $1.05, and in the South 35.2 percent earnel less than $1.05. 

Now an increase at this time would certainly affect these large 
numbers of people, perhaps to the detriment of their employment 
opportunities. And as I said before, in apparel 17 percent in the 
United States and 38.8 percent in the South are getting less than 
$1.05. And in lumber and wood products, 25.4 percent in the United 
States and 55 percent in the South are getting less than $1.05. 

These are all covered people. And the impact on the uncovered 
people would be greater. I think this is the essence of our feeling 
that coverage should be the order of the day rather than an increase 
in the minimum at this time. 

Senator Kennepy. Let me just say, again reading interim report, 
March 1957—and I have all the later reports, I think, and if this 
figure is not correct, what I am about to say, then I will be glad to 
hear it. 

The result is that the report does not include much discussion of the benefits 
of the higher minimum wage, while setting forth the possible adverse effects 
of the minimum wage to low-wage workers. 

In other words, the report is slanted, and I think that is proper, 
but at least we should recognize the direction in which it is moving. 

As I understand it, this report right here does not include—does 
not. it state in your report, Mr. Lundquist, that this does not include 
a discussion of the benefits of the low-wage minimum wage? 

Mr. Lunnquist. Yes, sir; the social aspects of it. 

Senator Kennepy. The social aspects of it. It does include a good 
deal of the study of the possible adverse effects, is that correct ? 

Mr. Lunnqutsr. Yes. 

Senator Kennepy. Isn’t it a fact that your report states on page 2: 

It should be kept in mind in studying this report that the paramount effect 
of the $1 minimum wage was to increase by an average of 15 cents an hour the 
earnings of around 2 million low-paid workers, and that these increases re- 
sulted in increasing the purchasing power of such workers by an average of 


more than one-sixth, and permitting a corresponding improvement in the level 
of living possible for these workers and their families. 


In other words, in talking about what the adverse effects I have 
not been able to really determine that they were very significant. But 
we should also consider the beneficial aspects which are not given very 
much attention in this report. That is an editorial conclusion. 

Secretary Mrrcnety. Yes, Senator. May I make this point that 
this report was developed by the Wage and Hour Division. I am 
sure it is an objective factual report to the limit of their resources, 
and one can draw a number of conclusions from it. 

The conclusion I have drawn I have stated. I think that if there 
is any doubt in the committee’s mind as to the factual data or any 
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doubt as to the conclusions that the Wage and Hour Division has 
come to, that these could_be discussed in detail with your staff. 
Senator Kennepy. Mr. Secretary, again on page 15 of your report, 
the Department of Labor’s report, it says: 
The general trend in unemployment remained relatively low through 1956 and 
information on specific situations in which the minimum wage might have re- 
sulted in unemployment indicates that nationwide the extent of loss of jobs be- 


cause of the minimum wage was small over a short-run period and was not of 
sufficient magnitude to affect the overall level of unemployment. 


Then it states on page 17 that— 


In many of the 13 low-wage industries showing employment declines, the new 
minimum was expected to have a substantial impact, and in most of them em- 
ployment had increased between 1954 and 1955 so that the declines in 1956 
reversed the upward trend. However it cannot be determined at this time to 
what extent the employment declines in these 13 industries were brought about 
by the $1 minimum. Other factors could affect employment levels. The result 
of intensive economic analysis of these industries will be included in the final 
report. 

Now do we have that final report ? 

Mr. Lunpaquist. Yes; this report does contain some conclusions. 

Senator Krnnepy. Could you give me the page where we discuss 
an economic analysis of these industries so that we can come to some 
conclusions ? 

Secretary Mrrcnety. Mr. Lundquist tells me that he has an eco- 
nomic report on this matter which will be furnished to the committee. 

(The material referred to appears on pp. 875-884.) 

Senator Kennepy. Isn’t it true that in the localities which you 
surveyed where a significant proportion of the workers received in- 
creases due to the rise in the minimum wage that employment rose 
or held its own ? 

As I understand it, employment in industries affected by the mini- 
mum declined in four localities surveyed and rose in 3, with increased 
employment occurring where the larger wage increases were required 
to meet the minimum. 

Let me just summarize my position, Mr. Secretary. It seems to 
me in reading this report, and 1 have read it with some care, that one 
is unable to draw, at least I do not draw the conclusion that you draw, 
that these surveys which were well done, warranted a conclusion that 
the $1 minimum wage had an adverse or detrimental effect upon the 
economy, on the long-range employment. It may have resulted in 
some shifts in jobs, but even there the figures are uncertain. 

As Mr. Lundquist reported, the number of complaints received was 
small. They were investigated and the most that you could derive 
were the 1,800 workers out of 214 million were affected. Therefore 
it seems to me that these long and well done studies do not warrant 
the conclusion that it was a mistake to increase the minimum wage 
to $1. 

Second, that in view of what has happened in the 3 years since the 
minimum wage was increased to $1, the productivity increases, price 
increases and general overall increases in wages, and in view of the 
excellent prognosis which the Secretary has given us as to the course 
of the economy in the next 12 months, the fact that we are going to 
have the highest employment in history, and that we will have prob- 
ably additional wage increases and productivity increases, I think it 
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would be a great mistake to deny these people at the bottom of the 
ladder the additional coverage beyond what the Secretary has re- 
quested, and an additional increase in the minimum wage. 

Because if you don’t do it this year, you will have to wait at least 
another 12 months. If we don’t pass legislation this year, we can’t 
expect that it will be passed until later in the spring or summer of 
next year by the time that the consideration is given to it in both 
bodies, and that these people will be denied for a period of 12 to 18 
months participating in this hoped-for increase in our national 
prosperity. 

I think it is the responsibility of the Congress to deal with these 
people who are not represented adequately by unions, and who are 
denied the participation in the economic prosperity of this country. 

When you talk about people in gas stations selling a national prod- 
uct, receiving 75 cents an hour for a 48-hour week, I am sure, Mr. 
Secretary, that you would agree that that is a disgrace. 

They can’t live. You know your own figures show that it costs a 
single woman to live in an urban area around $52 a week at a mini- 
mum level and if you have to feed a family, 75 cents an hour for a 
48-hour week is certainly unsatisfactory. 

Secretary Mircnety. Senator, may I point out that nowhere in the 
report has it been said or inferred I believe that the $1 minimum had 
an adverse effect on the economy. We do believe that there was 
some adverse effect in these low-wage industries despite an increase 
in employment and a high level of prosperity. 

I still would like to make clear my feeling, because I have come 
here now I guess, lo, onto 3 years discussing the minimum wage, and 
very frankly, the way it looks to me now, it isn’t likely that Congress 
is going to act on this, this year anyway. 

Senator Kennepy. It is less likely now than it was at 10 o’clock 
this morning, Mr. Secretary. 

Secretary Mrrcneiy. Unfortunately. I would hope that some ef- 
fort would be made by the Congress, both the Senate and the House, 
to get into this extended coverage area, which I sincerely believe needs 
to be tackled first, because the whole history of the minimum wage has 
been that these people who are without coverage always get left 
behind the parade. 

In 1949 when the minimum wage was increased, the coverage was 
shortened, the coverage was curtailed. In 1955 fortunately coverage 
was not curtailed and the Congress raised the minimum. I would hope 
this year that the Congress would seriously consider extended cover- 
age, leaving to future discussion an increase in the minimum. Be- 
cause the facts of life are that if you get an increase in the minimum, 
nothing will be done about these people who are not now covered. 

Senator Kennepy. I will say as I said before, Mr. Secretary, we 
hope to do both. I consider your recommendations to merely make 
a small extension of coverage to be inadequate because you are not 
extending the coverage nearly as broadly as it should be. 

You are not going to extend it to the very people that you talk 
about, because most of those whom your recommendations cover 
already earn more than a dollar an hour. 

Secretary Mrrcvexy. If the Congress were to act on our recom- 
mendation, it would be a milestone in an area where they have never 
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acted before. It breaks through an exemption that has existed since 
the law became effective, an “exemption which I do not think is 
warranted. 

I think this step would be a long step forward in an area where 
Congress has never acted before. 

Senator Kennepy. Are there any further questions? 

Senator Prouty ? 

Senator Proury. Mr. Secretary, if I am correct, under the last 
minimum wage increase, the maximum wage boost possible was about 
3314 percent. AsI understand it, the maximum increase under S. 1046 
could be as high as 80 percent. 

Secretary Mrrcneti. I don’t quite follow your question. The 
maximum what, Senator ? 

Senator Proury. The maximum increase percentagewise under the 
last minimum wage law was 3314 percent. 

Secretary Mircuety. Oh, yes. You mean that the increase was 
from 75 to $1? 

Senator Proury. That’s right. 

Secretary Mircnexu. Yes, it is conceivable. There are some retail 
store employees in some sections of the country who get as little as 
60 cents an hour, and if you were to raise this to $1.25, you would 
have whatever the arithmetic is. 

Senator Proury. Am I correct in understanding that under both 
your proposal and the Kennedy bill that chainstore employees would 
be covered ? 

Secretary Mircnety. In the main, yes, sir, in the variety chains and 
the other chains that meet the criteria that we have established. 

Senator Proutry. Now, figures have been mentioned with respect to 
recent increases in productivity. I have forgotten what they were. 

Secretary Mrrcnewv. This is the national productivi ity figure. As 
I understand Senator Kennedy’s question, since the minimum wage 
was passed, which is 1955, how much has the national productivity 
increased and Mr. Stewart replied 8 or 9 percent. 

Senator Proury. Eight or nine percent? 

Secretary Mircueiu. Yes. 

Senator Proury. Now, to what extent, if any, did that involve 
retail Speen Isn't. that primarily” an increase in industrial 
productivity ? 

Secretary Mrrcneiu. That is the trouble with these national pro- 
ductivity figures, Senator. They embrace very broad input- output 
statistics. While retailing is included as are all other service in- 
dustries, the measurements | in these service industries are very difficult 
to make. 

Certainly when we think of productivity in a specific sense, we 
think of productivity in manufacturing. 

Senator Proury. That is what I thought. 

Now, one other question. Assuming that some retailer, for example, 
decided that he was going to put the ‘sales force on a strictly commis- 
sion basis. They got paid on the dollar volume of their sales. Would 
they come under any of these laws? 

That is a hypothetical question perhaps but you are used to them 
from this committee, I am sure. 

Secretary Mircuetu. Mr. Lundquist advises me the method of pay- 
ment has no bearing on coverage or noncoverage. 
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Senator Proury. I didn’t hear that. 

Secretary Mrrcnetn. The method of payment, whether it is straight 
commission or salary or salary plus commission has no bearing on the 
determination as to whether or not the employee is covered. 

The criteria for coverage is whether or not the employee falls 
within the definition of coverage of the act. 

Senator Proury. Thank you, Mr. Secretary. 

Senator Kennepy. Senator Cooper. 

Senator Coorrr. Mr. Secretary, there is one question about which 
I think there should be some discussion in the record. During the 
hearings I have attended here it has developed that two consequences 
at least would result from the passage of any of these bills. One is 
that it would raise the wages of those who are underpaid, and cer- 
tainly many of them are grossly underpaid. The second consequence 
according to industry witnesses is that 1t would result in an automatic 
increase of the wages of people who are now covered and who are 
receiving more than the minimum wage. 

I think it is a principle upon which everyone agrees or at least 
supports the idea of a strong union, that matters of wages, either 
in a separate industry or in industrywide bargaining, industrywide 
groups, are in the province of collective bargaining based upon the 
conditions of the particular industry or a whole group of industries. 
Now, if the contention of industry is correct, that there would be an 
automatic increase in the wage level for the purpose of maintaining 
the differential between certain wage levels and wage structures, I 
just ask this question: Are we reaching the point, in extending the 
Increase in the minimum wage where it is supplanting collective bar- 
gaining and wage raises are really being accomplished by the dictate 
of the Government and thus wages are fixed by the Government? 

Is there any truth or validity to such a suggestion ? 

Secretary Mrrcnety. There may be some, Senator. I do not think 
so. Certainly the figures which we have would seem to indicate that 
in those low wage industries, when the minimum was raised from 75 
cents to $1, this tended to compress the wage structure into a narrower 
band than existed before. 

In other words, the employer didn’t tend to give the increase to 
the employees that were above $1 that he gave to the employee below 
$1 as required by law. 

I think another factor should be considered, that except for the 
apparel industry in some areas and except for lumber and sawmills 
peeeere, in the main these people are unorganized. Certainly this 

ears on a main point that I have been trying to make here of try- 
ing to help those people in the retail industry. They by and large 
are unorganized. 

They need this assistance. I don’t think it infringes on the collec- 
tive bargaining area to the extent that some witnesses may have 
stated. 

Senator Coorrer. Then I come to the specific question. Do you 
agree with the statement that has been made here by the representa- 
tives of industry that if the minimum wage is increased, it would 
result automatically or almost automatically in an increase in the 
wage structure of those employees who are now covered by the mini- 
mum wage act, the Fair Labor Standards Act? 
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Secretary Mircuey. Yes, I think for some it tends to this result— 
let me give you an example. If an employee is making $1 an hour 
now and the Congress should increase the minimum to $1.25 he is 
raised by law— 

Senator Coorer. I understand that, but that is not my question. 
My question concerns those who now make $2 an hour, $2.25, $3 an 
hour. The contention of industry is that this would result in an 
automatic increase of the whole wage structure. 

Secretary Mircueti. I was coming to that point, Senator. Let’s 
take the case of a man who makes $1.30 an hour. The past history 
tends to show that the fellow who makes $1.30 an hour will not get 
a corresponding increase of 25 cents that the man who makes $1 gets. 
There is a compression of the wage structure. As for the fellow 
who makes $2.50 an hour or $3 an hour, it seems to me that the in- 
crease in the minimum is not going to immediately or in any dis- 
cernible way affect him. 

Certainly the minimum wage—an increase in the minimum wage— 
means little to the steelworker or the automobile worker immediately. 

Senator Coorer. That is my question. 

I thank you. 

Senator Kennepy. Senator McNamara? 

Senator McNamara. In your testimony you make some reference 
to coverage of large variety chains and small variety chains. What 
percentage of retail employees in this category would be affected by 
your recommendations, Mr. Secretary? Have you figured that out? 
Would it be a large percentage or a comparable small percentage? 

Secretary Mircuetyi. I don’t have it broken down here by large 
and small variety chains. We might be able to get that for you, 

Senator. But we figure there are, in either noncovered or exempt 
retailing, 6,820,000 employees. Our proposal would cover 2,035,000. 

Secretary McNamara. About a third of them in round numbers? 

Secretary Mircnety. Abcut a third in round numbers. 

Senator McNamara. In an overall manner, both categories, is that? 

Secretary Mrrcnety. Yes, sir. 

Senator McNamara. That certainly would be helpful to us but it 
would leave a great need, as your testimony indicates here, for some 
relief for the other two-thirds too, and I think we have to consider 
that in this committee. 

That is all, Mr. Chairman. 

Senator Kennepy. I want to thank you, Mr. Secretary, for coming 
before the subcommittee, and also Mr. Lundquist and Mr. Stewart. 

We appreciate it very much. 

(The following information was subsequently submitted for the 


record :) 
U.S. DEPARTMENT OF LABOR, 
WAGE AND Hour AND Pustic Contracts Division, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., June 15, 1959. 
Hon. Joun F. KENNEDY, 
U.S. Senate, Washington, D.C. 


Dear Senator KENNEDY: This is in response to the requests made of Secre- 
tary of Labor Mitchell when he appeared before the Subcommittee on Labor 
on May 19, 1959. The following materials are submitted : 

I. A table showing the estimated distribution by average hourly earnings of 
the wage and salary workers who would be brought under the minimum wage 
provisions of the Fair Labor Standards Act by S. 1967. 
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Senator Proury. I didn’t hear that. 

Secretary Mrrcneti. The method of payment, whether it is straight 
commission or salary or salary plus commission has no bearing on the 
determination as to whether or not the employee is covered. 

The criteria for coverage is whether or not the employee falls 
within the definition of coverage of the act. 

Senator Proury. Thank you, Mr. Secretary. 

Senator Kennepy. Senator Cooper. 

Senator Coorrr. Mr. Secretary, there is one question about which 
I think there should be some discussion in the record. During the 
hearings I have attended here it has developed that two consequences 
at least would result from the passage of any of these bills. One is 
that it would raise the wages of those who are underpaid, and cer- 
tainly many of them are grossly underpaid. The second consequence 
according to industry witnesses is that 1t would result in an automatic 
increase of the wages of people who are now covered and who are 
receiving more than the minimum wage. 

I think it is a principle upon which everyone agrees or at least 
supports the idea of a strong union, that matters of wages, either 
in a separate industry or in industrywide bargaining, industrywide 
groups, are in the province of collective bargaining based upon the 
conditions of the particular industry or a whole group of industries. 
Now, if the contention of industry is correct, that there would be an 
automatic increase in the wage level for the purpose of maintaining 
the differential between certain wage levels and wage structures, I 
just ask this question: Are we reaching the point, in extending the 
increase in the minimum wage where it is supplanting collective bar- 
gaining and wage raises are really being accomplished by the dictate 
of the Government and thus wages are fixed by the Government? 

Is there any truth or validity to such a suggestion ? 

Secretary Mrrcnety. There may be some, Senator. I do not think 
so. Certainly the figures which we have would seem to indicate that 
in those low wage industries, when the minimum was raised from 75 
cents to $1, this tended to compress the wage structure into a narrower 
band than existed before. 

In other words, the employer didn’t tend to give the increase to 
the employees that were above $1 that he gave to the employee below 
$1 as required by law. 

I think another factor should be considered, that except for the 
apparel industry in some areas and except for lumber and sawmills 
perhaps, in the main these people are unorganized. Certainly this 
bears on a main point that I have been trying to make here of try- 
ing to help those people in the retail industry. They by and large 
are unorganized. 

They need this assistance. I don’t think it infringes on the collec- 
tive bargaining area to the extent that some witnesses may have 
stated. 

Senator Cooper. Then I come to the specific question. Do you 
agree with the statement that has been made here by the representa- 
tives of industry that if the minimum wage is increased, it would 
result automatically or almost automatically in an increase in the 
wage structure of those employees who are now covered by the mini- 
mum wage act, the Fair Labor Standards Act? 
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Secretary Mircueiy. Yes, I think for some it tends to this result— 
let me give you an example. If an employee is making $1 an hour 
now and the Congress should increase the minimum to $1.25 he is 
raised by law— 

Senator Coorer. I understand that, but that is not my question. 
My question concerns those who now make $2 an hour, $2.25, $3 an 
hour. The contention of industry is that this would result in an 
automatic increase of the whole wage structure. 

Secretary Mircueiy. I was coming to that point, Senator. Let’s 
take the case of a man who makes $1.30 an hour. The past history 
tends to show that the fellow who makes $1.30 an hour will not get 
a corresponding increase of 25 cents that the man who makes $1 gets. 
There is a compression of the wage structure. As for the fellow 
who makes $2.50 an hour or $3 an hour, it seems to me that the in- 
crease in the minimum is not going to immediately or in any dis- 
cernible way affect him. 

Certainly the minimum wage—an increase in the minimum wage— 
means little to the steelworker or the automobile worker immediately. 

Senator Coorer. That is my question. 

I thank you. 

Senator Kennepy. Senator McNamara? 

Senator McNamara. In your testimony you make some reference 
to coverage of large variety chains and small variety chains. What 

percentage of retail employees in this category would be affected by 
your recommendations, Mr. Secretary? Have you figured that out? 
Would it be a large percentage or a comparable small percentage? 

Secretary Mircnety. I don’t have it broken down here by large 
and small variety chains. We might be able to get that for you, 
Senator. But we figure there are, in either noncovered or exempt 
retailing, 6,820,000 employees. Our proposal would cover 2,035,000. 

Secretary McNamara. About a third of them in round numbers? 

Secretary Mircuetn. Abcut a third in round numbers. 

Senator McNamara. In an overall manner, both categories, is that? 

Secretary Mircnetu. Yes, sir. 

Senator McNamara. That certainly would be helpful to us but it 
would leave a great need, as your testimony indicates here, for some 
relief for the other two-thirds too, and I think we have to consider 
that in this committee. 

That is all, Mr. Chairman. 

Senator Kennepy. I want to thank you, Mr. Secretary, for coming 
before the subcommittee, and also Mr. Lundquist and Mr. Stewart. 

We appreciate it very much. 

(The following information was subsequently submitted for the 


record :) 


U.S. DEPARTMENT OF LABOR, 
WAGE AND Howr AND PusLic Contracts DIvIsIon, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D.C., June 15, 1959. 
Hon. Joun F. KENNEDY, 


U.S. Senate, Washington, D.C. 


Deak SENATOR KENNEDY: This is in response to the requests made of Secre- 
tary of Labor Mitchell when he appeared before the Subcommittee on Labor 
on May 19, 1959. The following materials are submitted : 

I. A table showing the estimated distribution by average hourly earnings of 
the wage and salary workers who would be brought under the minimum wage 
provisions of the Fair Labor Standards Act by S. 1967. 
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II. A table showing the distribution by average hourly earnings of employees 
of gasoline service stations in nonmetropolitan areas, by region. This table is 
based on the Bureau of Labor Statistics survey of earnings in retail trade in 
October 1956. There have probably been moderate increases in wages sinee 
that time. 

III. The Bureau of Labor Statistics’ release, dated April 1959, showing in- 
dexes of output per man-hour for selected industries, 1919-58. This netense 
includes information for some low-wage industries. 

IV. A summary of data relating to employment before and after the effective 
date of the $1 minimum wage. 

The following information on ownership of service stations appears in Mer- 
chants Service, National Cash Register Co., “Toward More Successful Service 
Station Management,” 1958: 

“Around one-third (31.9 percent) of all service station dealers in the country 
own their stations, a survey by E. I. du Pont de Nemours & Co., Inc., Wilming- 
ton, Del., reveals. Of the remainder, 60.6. percent lease stations, and 7.5 percent 
are managers.” 

Sincerely yours, 
CLARENCE T. LUNDQUIST, 
Administrator. 


I. Distribution by average hourly earnings of wage and salary workers who 
would be brought under the minimum wage provisions of the Fair Labor 
Standards Act by the administration bill (S. 1967 


Average hourly Number of 
earnings workers 
(in cents) (thousands) 


OE aa iii scot eit as cen a sditeianandanied miaaiiacin 
Sy RR a sabi sins eccentrics ia laniictaipidlonlinaiy eacidlnicsamiinitalathictaaads ole 
100 and over 


Source: Wage and Hour and Public Contracts Division; Division of Regula- 
tions and Research, Branch of Research and Statistics, May 19, 1959. 


IIT. Gasoline service stations—Distribution of nonsupervisory employees by 
straight-time average hourly earnings in nonmetropolitan area* counties, by 
region,’ October 1956 


| 


United States South North Central 
Average hourly earnings | 


| 
| Number | Per- »} Number| Per- | Number! Per- | Number 
(00) cent (00) cent (00) cent 


(in cents) 


Under 50 voawasemiad 56 
50 and under 60_. 88 
60 and under 70 _.._.....-. 102 
70 and under 80._.........---| 161 
80 and under 90 ____.__------ 142 
90 and under 100___-- Soar 116 
100 and under 110_____.-.---- 308 
110 and under 120 ‘ sal 102 
120 and under 130 141 
130 and under 140._._- 66 
140 and under 150__..-. ot 50 
150 and over papal 148 


50 


85 
101 
a 


110 
21 
15 

9 
8 
21 
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— 
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Number of employees | 
(in hundreds)._.-...| | __1, 480 0 | 5 . 100.0 











Average hourly earn- | 
ings (dollars) ._--__--| $1.02 








1 Nonmetropolitan areas consist of all communities not in a metropolitan area. The Bureau of the 
Budget defines a standard metropolitan area as an integrated economic area with a large volume of daily 
— and communication between a central city of 50,000 inhabitants or more and the outlying parts of 
the area. 

2 Details not shown for the Northeast region because of insufficient data to warrant presentation. In 
this region 9,100 reported employees had average hourly earnings of $1.06. 


Source: U.S. Department of Labor, Bureau of Labor Statistics, Employee Earnings in Retail Trade in 
October 1956, Automotive Dealers and Gasoline Service Stations, Bulletin No. 1220-4, pp. 41-45. 
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INDEXES OF OuTPUT PER MAN-HourR FOR SELECTED INDUSTRIES, 1919-58 


The attached tables bring together, for convenient reference, industry indexes 
of output per man-hour and output per production worker or per empleyee 
published by the Bureau of Labor Statistics. The industries are those for 
which indexes of output per man-hour have been previously published. This 
release, which includes indexes for selected years from 1919 through 1957 and 
1958, supersedes the last previous release of October 1957. The underlying 
indexes of production, employment, and man-hours from which the individual 
industry indexes have been derived are available and may be obtained upon 
request. Data for years prior to 1939, and in many cases for years between 
1939 and 1947, are also available. 

The Bureau of Labor Statistics prepares and publishes annual indexes of 
output per man-hour based on two broad concepts: (1) Physical output per 
man-hour, which deals with the relationship between production in physical units 
and man-hours of production workers; and (2) net output per man-hour, which 
deals with the relationship between value added (at constant prices) and 
man-hours of all persons engaged in production: i.e., proprietors, unpaid family 
workers, and employees. 

The indexes for the individual industries shown in this release are based on 
the physical output per man-hour concept and have been revised from previously 
published series for the years since 1947. The major portions of these revisions 
result from adjusting production indexes, and in some cases man-hours indexes, 
to levels of output and employment indicated by the Census of Manufacturers 
for 1947 and 1954. 

It should be noted that these indexes do not measure the specific contribu- 
tion of labor or of capital, or of any other factor of production. Changes in 
the ratio of output to man-hours (or to employment) may reflect the joint effects 
of a large number of separate, though interrelated influences, such as tech- 
nological improvements, the rate of operation, the relative contributions to 
production of plants at various levels of efficiency, changes in integration, the 
flow of materials and components, as well as the skill and effort of the work 
force, the efficiency of management, and the status of labor relations. 

The industries for which output per man-hour indexes are available do not 
necessarily represent a cross section of American industry. The indexes should 
not be combined in any fashion to obtain an overall measure for the economy, 
nor for any sector of it. Each index is intended to represent only the change 
in physical output per man-hour for the indicated industry or combination 
of industries. 

In this conection, it may be noted that there is considerable variation in the 
trends among industries. Some showed substantial gains, others modest ones. 
In some cases, the annual changes were quite erratic; in other cases much less 
80. In only one case has there been a decline in output per man-hour for most 
of the postwar period. This is in the telegraph industry, in which there has also. 
been a fairly steady decline in production. 

_ More detailed information o methods and sources is contained in individual 
industry reports; in Bureau of Labor Statistics Report No. 100, “Trends in Out- 
put Per Man-Hour and Man-Hours Per Unit of Output in Manufacturing, 1939- 
03” (covers total manufacturing only) ; and in Bureau of Labor Statistics Report 

No. 105, “Trends in Output Per Man-Hour Selected Nonmanufacturing Industries, 
1939-55.” These are available upon request from the Bureau of Labor Statistics, 
U.S. Department of Labor. Indexes of net output (value added in fixed prices) 

per man-hour for 1947-58 for the total private economy and major sectors are 
also available upon request. 
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TABLE 1.—Selected nonmanufacturing industries: Indewes of output per man-hour, 


Year 


1 Output per production worker man-hour paid. 














1919-58 
(1947 = 100) 
Mining! 
as Railroad 
transpor-| Tele- 
Copper Iron Lead and | tation,? | graph? 
All | Anthra- | Bitumi- | (recov- (usable | zine (re- | revenue 
mining cite nous coal} erable ore) coverable| traffic 
metal) metal) 
44.6 iat i hig halle vlan ana aed clei I ai cathe ala tha deena SB:'D Lveswsndil 
TI bend ainn out eemnntenete buarnmmagin tans ankeahigin tameui be eae Wed [otedenmee 
90.0} 110.6 89.1 90.2 94.2 132.3 74.4 83.1 
100. 0 100. 0 100. 0 100.0 100. 0 100. 0 100.0 100.0 
99.8 101.9 100. 0 97.4 99. 4 108. 3 98. 5 96.6 
97.7 | 102.2 104. 4 98.8 95.9 114.7 96.9 “101.1 
105.7 | 95.4 114.5 114.3 102.5 127.0 110.5 112.4 
| 104.0 113.8 114.5 110.7 116.4 116.7 106, 8 
= 103. 7 120. 1 114.3 103. 8 111.1 117.3 101.6 
sadinasaianoed | 104.4 129.0 105. 8 107.3 116.0 118.0 95.6 
| 127.2 149. 2 105. 7 92.0 114.6 124.0 94.0 
pinion | 132.9 159. 9 120.4 | 117.1 116.6 137.2 96.0 
nk 157.5 164. 3 116.1 109.8 117.1 143.5 92.1 
= 148. 0 166.9 125.7 107.9 123.0 146. 4 89.0 
178.3 139. 1 7.8 |---------- 156: 6 }.-..05 48 








For 1919 and 1929, index for ‘‘All mining”’ covers almost 


all mining industries; for 1939 to 1950, represents 6 principal industries (bituminous coal, anthracite, crude 
petroleum, natural gas and natural gasoline, iron, copper, and lead and zinc), representing 80 percent of 


total employment. 


2 Refers to class I line-haul railroads; represents output per man-hour for hours worked plus constructive 
allowances for all hourly basis employees. 
8 Ovtput per employee; covers principal wire-telephone and ocean-cable carriers. 


4 Preliminary. 


TasLe 2.—Selected manufacturing industries: Indexes of output per man-hour, 


Year 





1919-58 * 














(1947= 100) 
| | | | . 
| Candy Flour 
Can- | Clay and and 
Beet ning, |construc-| Coke other other Glass 
sugar? | preverv- | Cement | tion group confec- grain con- 

ing, and prod- tionery mill tainers? 

| freezing ducts ? prod- prod- 

ucts 2 ucts? 
48.3 38.7 66. 2 46.7 = 61.2 — 
61.6 64.3 82.9 7.0 48.1 O69 | .«cccoumal 
107. 4 90.0 89.7 94.3 92.9 89.4 109. 5 77.2 
100. 0 100. 0 100.0 100.0 100.0 100.0 100.0 100.0 
103. 2 105. 7 108.3 ih lanacse-<> én 0 6 ons Net eneeeeee 
110.6 111.5 107.9 109. 5 91.6 99.8 96. 3 90.4 
123. 2 118.3 116.0 115.0 99. 2 102. 5 100.0 100.2 
196. 7 127.0 122. 5 115.1 101.1 113.7 99. 6 96.7 
114.1 128. 2 126. 5 112.5 97.1 114.0 99.3 95.7 
112.2 129. 2 130. 7 122.0 109. 6 117.3 106. 1 102.2 
137.9 140.0 144.0 123. 5 100. 4 118.4 122.1 101.4 
Guid thei 145.3 156. 1 135. 8 115.6 127.0 127.1 105.2 
tidied baat 154.9 154.3 133.8 118.7 131.5 132.2 105.8 
; 159.9 155.0 128.9 119.4 157.5 142.1 104.8 
nnsopha pie seeiinae Core te Seepene een sane on oe tee 





Footnotes at end of table, p. 875. 
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TABLE 1.—Selected manufacturing industries: Indexes of output per man-hour, 





























1919-58—Continued 
(1947 =100) 
{ 
Hosiery 2 Primary 
smelting 
Year Malt Paper and | and refining 
Full- liquors 2 pulp? of copper, 
Total fashioned Seamless lead, and 
zinc 2 
IGID Sic cc ecsewnssesasamashened lenennahameeesaipamaaenaaeaeetcateenasae 49.0 44.8 
BP ccikdcesdbencdelssncoasnsnunh cinughehewdbenpbadailabtbdieds sean 80.8 87.8 
SN oc scniatan 87.0 81.0 95.3 85. 5 109. 2 98.0 
ii idctsnstslhnnes 100. 0 100.0 100. 0 100. 0 100.0 100.0 
align culdbbaencs ltanneadoumumel aaciiinn adele cent aikdidinn he wéieadindatiteanedinmmeaedeasaamae as 
Is seticccndctnisinicarel 110.3 114.3 106.7 117.6 106. 7 109. 5 
PR cocicutalnidaie 115. 4 | 122.0 109. 9 120. 4 118.9 122.1 
Md in cain esaistrindentons 122.9 131.3 116.1 120.7 125. 3 125.4 
ST icestansiols stelsteiiaiials 132. 4 140. 6 125. 5 124.7 123.8 129.1 
We ise sees 126. 6 133.7 118.3 124.9 123.8 132.1 
1954... Sea 129.9 141.4 121.1 130.9 129. 1 142.4 
Si ssicniiadpmesentedieeiann 126.0 139.9 115.5 134. 5 137.5 16L. 1 
a 125.8 146.5 111.2 137.5 144.9 150.0 
NOT Fa cdnccusiogea 129. 4 | 148. 0 115.5 142.8 146. 4 154.6 
Nisin cde Bian endcdhncs en Ehhbisbndbdb nd eee seedee Ske thea kbs abeengn keds aie 
| 
[1947= 100] 
Basic steel 2 Tobacco products 2 
. Synthetic 
Year Per pro- a Per pro- fibers 2 Cigarettes, 
Per em- duction duction Total Cigars jchewing and 
ployee worker worker smoking 
| man-hour tobacco 
WR cixcncsas cules 47. o| RE acetate 27.4 41.0 19.5 
1929 ons inp eaetiea 77.7 57.8 14.2 52.5 50.4 55.4 
1939 wade dae 73.2 71.7 79.3 | 46.9 80.0 91.3 69.6 
—. 100.0 | 100.0 100.0 | 100.0 100.0 | 100.0 100.0 
Nd cacina cadansae 101.6 101.7 a AS 106. 7 105. 6 107.9 
a al | 99. 7 100. 9 102.8 114.4 113.2 114.3 111.8 
1950_. me | 114.0 114.6 111.9 151.6 119.3 | 122.5 115.6 
Wee tacb sees ee 117.9 118.5 113.0 162.3 124.0 126. 6 120.9 
INE, pe incgnect -| 117.5 120. 5 | 117.6 166. 6 127.9 131.3 124.0 
1953 " naa 121.0 123. 4 | 118.8 170.4 127.4 134. 1 120.3 
Sa cicnectanen! 109.3 | 112.6 115.9 186. 6 125. 5 137.8 113. 2 
Sica ndckse 131.9 134.4 129.4 224.8 126. 2 141.8 111.5 
i ntadeas met tn 131.0 135. 4 130.4 233. 3 131.8 155. 4 111.2 
BE te oi tiie 123.6 | 129. 2 128.9 268. 8 141.4 168. 6 118. 2 
1958 3 ae ckatets 4113.4 4121.7 4 126.6 Pee aaa 152. 4 199. 1 119.0 





‘In terms of production worker man-hours, except as noted in “Steel.” Output per man-hour indexes 
reflect hours paid prior to 1947 and hours worked since 1947, except for ‘‘Canning and preserving,’’ ‘‘ Basic 
steel,’ and ‘“Tobacco,’’ which are hours paid for all years, and ““Cement’’ and the ‘“‘Coke group,” which 
are hours worked for all years. 

2 Adjusted to levels indicated by the Census of Manufactures for 1947 and 1954, and consequently revised 
for 1947 through 1957. 

3 Preliminary. 

4 Revised, May 6, 1959. 


IV. SuMMARY OF DATA RELATING TO EMPLOYMENT BEFORE AND AFTER THE 
EFFECTIVE DATE OF THE $1 MINIMUM WAGE 


INTRODUCTION 


A substantial amount of data on employment changes over the period of ad- 
justment to the $1 minimum wage was obtained through the Wage and Hour 
and Public Contracts Divisions studies of the economic effects of the increase 
in the minimum wage. The data are included in the report submitted to the 
Congress in accordance with the requirements of section 4(d) of the Fair Labor 
Standards Act, January 1959. 

Indications of employment changes were obtained from the following: 

1. General trends in employment and unemployment since August 1955, the 
date of enactment of the $1 minimum wage. 

2. Followup studies of the situations where the minimum wage was alleged to 
have adverse effects on employment. 

3. Employment changes as reflected in regularly published employment series 
over the years 1955-57. 


41681—_59——_57 
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4. Surveys of 16 low-wage industry segments which provide data on employ- 
ment for a payroll period prior to March 1, 1956, the effective date of the mini- 
mum wage, and for two periods subsequent to the effective date. 

5. Surveys of seven small localities included in the minimum-wage effects 
studies. 


1. General trends in employment and unemployment since August 1955, the date 
of enactment of the $1 minimum wage 


Total nonagricultural employment was generally on the uptrend between the 


time of enactment of the $1 minimum wage and the first part of 1957. Employ- 
ment for selected months was as follows: 


ae ci etn OU: Gee. woe + mere 3000. oo Se 51, 935, 000 
February 1906.........s.- 50, 547,000 | August 1967.....2....—..... 52, 477, 000 
IE Ao 5 on cnicmnkp cinco 61 385 0601 Anil 1906 66s eed 49, 726, 000 
WENN: IRI Ris eee 52, 095, 000 | April 1959 (preliminary) _- 51, 338, 000 
Peprusry i901... 51, 413, 000 


The economic downturn beginning in the latter half of 1957 was reflected in 
the decrease in employment of nearly 3 million between August 1957 and early 
1958. The improved economic situation since that date has been accompanied 
by increased employment. 

The number of production workers in manufacturing declined over the period 
of adjustment to the minimum wage. The number of production workers for 
selected periods was as follows: 


PRINS, SRN ik tea ca a 13; 267, OOO Ane 20062 oc ce 12, 949, 000 
Pepruary 1006. ............ 15,240, 000 | Aweunt 2901 W 3 e eck 13, 020, 000 
aTE Rei se oe 13,260; 000)| Apel 1906... 2252..--s-. 11, 310, 000 
a 13, 260, 000 | April 1959 (preliminary)-_-_ 12, 130, 000 
PEOEGATY 1001 ocesc ce 13, 104, 000 


The slight decline between February and April 1956 and the somewhat larger 
decline during the following year reflect in part decreases in employment in low- 
wage industries substantially affected by the minimum wage. 


2. Followup studies of situations where the minimum wage was alleged to have 
adverse effects on employment 


As part of the study of the economic effects of the $1 minimum wage, reports 
of adverse employment effects of the minimum wage in specific firms were evalu- 
ated. This study was confined to reports received during the first few months 
following the effective date of the new minimum. 

The field staff of the divisions and local officials of State employment security 
offices were asked to watch for and report on situations in which the minimum 
wage was alleged to have adverse effects on employment, including the closing 
down of plants. Visits were made to all firms which could be identified, and 
plant owners or management representatives were interviewed to determine 
whether employees had been discharged, and, if so, the apparent reasons for the 
discharges. 

About 500 newspaper accounts, letters, and oral statements alleging adverse 
effects were received. About 100 of the reports were not followed up because 
the names of the firms involved were not available to the divisions. In about 
150 of the remaining 400 cases there seemed to be reason for believing that the 
minimum wage had adversely affected employment. These 150 plants employed 
about 12,000 workers prior to the layoffs, and indications were that, about 1,800 
workers may have been discharged as a result of the minimum wage (app. table 
1). 

This study is useful in helping to put into proper perspective isolated reports 
of adverse effects that might otherwise lead to unwarranted generalizations. 
However, this program does not provide an indication of the extent to which the 
minimum wage curtailed employment. Other phases of the study program dis- 
closed many other situations where the minimum wage appears to have had an 
adverse effect on employment. 


3. Employment changes as reflected in regularly published employment series 
over the years 1955-57 


To observe the employment changes occurring in the low-wage industries over 
the period of immediate adjustment to the minimum wage, the statistics for 
three digit manufacturing industries issued by the Bureau of Labor Statistics 
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were observed. Twenty-two industries with gross average hourly earnings of 
$1.50 or less in August 1955 were selected as a low-wage group. These were 
compared with a high-wage group comprised of 13 industries with gross average 
earnings of $2.25 per hour or more in August 1955. Statistics on production 
worker employment in these industries are shown in appendix tables 2 and 3 for 
April 1955, February 1956, April 1956, and February 1957. 

Employment of production workers declined between February and April 
1956 in most of the low-wage manufacturing industries. Employment decreases, 
ranging from 1 to 13 percent, occurred in 16 of the 22 industries in the low- 
wage group; but in only 2 of the 13 high-wage industries. In part, these de- 
clines may represent seasonal changes. 

Between April 1955 and April 1956 employment declined in 10 of the low- 
wage industries, remained about the same in 3, and increased in 9. These 
changes reflect the shortrun effects of the minimum wage on employment as well 
as the longer-run effects of other factors, and are unaffected by seasonal 
variations. 

Between February 1956 and February 1957 employment declined in 21 of the 
low-wage industries, and remained constant in 1. These changes reflect the 
longer-run effects on employment, again unaffected by seasonal factors. 

Some of the declines represent substantial percentage changes; others are of a 
minor nature. However, only some segments of most of these industries were 
substantially affected by the increase in the minimum wage. Thus, the per- 
centage declines in segments of the industries which were subtsantially affected 
may have been larger than those in the entire industry. 

This general pattern of employment decline in the low-wage industries, over 
a period generally characterized by stability of manufacturing employment, sug- 
gests that the increase in the minimum wage was a contributing factor. 


4. Surveys of 16 low-wage industry segments which provide data on employ- 
ment for a payroll period prior to March 1, 1956, the effective date of the 
minimum wage, and for two periods subsequent to the effective date 


The program of studies of the $1 minimum wage included surveys of 18 of the 
lowest wage segments of manufacturing industries. The surveys for 16 of 
these industry segments provide estimates of levels of employment for a period 
before the effective date of the new minimum, and for two periods subsequent 
to that date. The industries and payroll periods covered by the surveys are 
shown in appendix table 4. 

The surveys were designed to yield distributions of employees by wage-rate 
intervals. 

The employment estimates were derived as a byproduct and do not have the 
same degree of statistical reliability as the wage data. A major problem in 
developing employment estimates lies in the uncertainty in accounting for busi- 
ness births in the sample subsequent to the date of the universe list of firms 
from which the sample was selected; possible misclassification in the universe 
lists, and the exclusion of plants with fewer workers than the employment 
cutoffs in each industry. 

The 16 industry segments employed 405,000 workers prior to the change in 
the minimum wage. About 242,000 of these workers were paid less than $1 
an hour. Thus, these industry segments accounted for 12 percent of the esti- 
mated total of 2.1 million workers who were paid less than $1 an hour. 

The estimated employment changes for each industry segment are shown in 
table 1. (Basic data are shown in appendix table 5.) The industries are 
ranked according to average hourly earnings in the preminimum survey period. 

Between the preminimum period and the second postminimum period, em- 
ployment declined in 14 of the 16 industry segments. Segregating the segments 
into two groups based on average hourly earnings during the preminimum 
period, it is found that all nine segments with earnings under $1 had decreases 
in total employment, and in seven of those segments the decline was more than 
10 percent. Of the seven segments with earnings over $1, two had increases 
in employment, and the remaining five had decreases of 10 percent or less, 

For 13 industry segments, the plants were also grouped according to degree 
of impact, that is, the percentage increase in wage bills directly required by 
the new minimum. (For these groupings, the three segments of the tobacco 
stemming and redrying industry are combined; no impact grouping was made 
for fruit and vegetable canning in Georgia.) Changes in employment in the 
industry segments are shown by impact group in table 2. (Basic data are 
shown in appendix table 6.) Employment dropped by 10 percent or more 


i ionAnits 


UItIV Lhd f 


WIUHIIATY 


Vi 








emwernee 


efarrt jirrmreerts 


878 TO AMEND THE FAIR LABOR STANDARDS ACT 


between the preminimum period and the second postminimum period in six 
of the high impact (low wage) groups of plants, and in three of the low impact 
groups. 

Thus, the data reveal a considerable decline in employment by the second 
postminimum period within the low-wage industries surveyed. The decrease 
tended to be greatest in the industries with lower earnings and in plant groups 
with higher degrees of impact. 

These data reflect declines in employment in the surveyed industries which 
could be attributed to the $1 minimum. However, there were other economic 
influences on a number of the industries in question, some permanent and 
others temporary, which were operating separately from the minimum wage 
to cause a change in the level of employment. Following are comments on 
the employment changes in each of the industry segments. 

Southern sawmills.—A long-term decline has been taking place in this industry 
due to depletion of first growth stands of southern pine and their replacement 
in the market by products of other areas, particularly western Douglas fir.’ 
During the 9-year period, 1946-55, the decrease in production worker employ- 
ment in mills with 8 or more workers was 57,000; the decline between October- 
December 1955 and April 1957 was 22,000. 

Wooden containers, South.—This industry has experienced a long-term de 
cline due to competion from other products, such as paper and plastic containers. 
According to the Census of Manufacturers, the number of production workers 
in the United States as a whole as well as in the South decreased by about 25 
percent between 1947 and 1954. 

The wage surveys show that, between February 1956 and April 1957, employ- 
ment in plants with eight or more employees in the South dropped 11 percent. 

Work shirts, Southeast—The long-term decline in employment in this in- 
dustry reflects in part the growing consumer preference for the product of the 
sport-shirt industry. In adapting to demand, many firms which formerly pro- 
duced principally work shirts are now making sport shirts, and have been re- 
classified into the sport-shirt industry. The Census of Manufactures shows a 
decline betwen 1947 and 1954 of 39 percent nationally and 33 percent in the 
South. 

The wage surveys show a decline in employment in the Southeast between 
February 1956 and April 1957 of 183 percent. Some of this decrease does not 
represent a loss of jobs since three plants dropped from the scope of the survey 
but continued in business. For the plants within the scope of the survey during 
the entire survey period, employment declined by 5 percent. 

Men’s and boys’ shirts, United States—This study covers the entire industry. 
In the 6 years prior to February 1956, the employment in the Uaited States rose 
21,000. The industry has benefited from the growing consumer preference for 
sport-shirts over work-shirts. 

The wage surveys show that employment increased about 1 percent between 
February and October 1956. An increase of about the same proportion occurred in 
the Southeast. 

Men’s scamless hosiery, United States ——There was a 5-percent decline in em- 
ployment in the men’s seamless hosiery industry between 1952 and 1955. The 
enactment of the $1 minimum stimulated a buildup of inventories under the 75- 
cent rate prior to the effective date of the higher minimum. This probably con- 
tributed to the 11-percent drop in employment between February and April 1956. 
Employment in April 1957 was about the same as for April 1956. 

Children’s scamless hosiery, Southeast—Between 1952 and 1955, employment 
in the children’s seamless hosiery industry in the Southeast had risen by 1,700, 
an increase of over 10 percent. In this industry also there are indications that 
a buildup of inventories under the 75-cent rate contributed to a decline in employ- 
ment after the higher minimum wage became effective. Employment decreased 
by 13 percent between February and April 1956. By April 1957 employment 
recovered somewhat and was 6 percent below the February 1956 figure. 

Processed waste, South.—The minimum wage had a high impact in this small 
industry. There was no evidence of a substantial change in employment over 
the period studied. 

Fertilizer, South—tIn the 2 years from April 1955 to April 1957, the number of 
workers in the fertilizer industry in the South declined by 9 percent. The de 
crease in the low-wage mixing establishments was 12 percent. This is a highly 
seasonal industry, and the payroll periods studied may not be comparable. 

Canning, Georgia.—In the Georgia fruit and vegetable canning industry, em- 
ployment dropped from 3,458 to 2,041 between the 1955 and 1956 peak seasons. 
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This was due entirely to a decline of three-fifths in the pimiento canneries, 
largely because these plants required a larger than usual work force to process 
an unusually large crop in 1955. 

Citrus canning, Florida—Employment in the Florida citrus industry rose 4 
percent between early 1956 and early 1957 and rose by another 3 percent by early 
1958. 

Tobacco stemming.—Between the end of 1955 and the end of 1956, there was a 
2-percent increase in employment in this industry. Subsequently, employment 
declined, and by the end of the following year was 17 percent below the 1955 
level. This is a highly seasonal industry, and the payroll periods selected for 
study may not be comparable. 

Raw sugar.—Between the 1955 and 1957 peak seasons, employment dropped 
11 percent. Census data show considerable variations in production worker 
employment, resulting probably from variations in the size of crop, e.g., 2,900 in 
1935; 4,200 in 1937; 4,200 in 1939; 4,000 in 1947; 2,700 in 1954. 

Cigar.—In the cigar industry a long-term trend toward mechanization has been 
displacing workers. This trend appears to have been accelerated after the effec- 
tive date of the minimum wage. In the Southeast, employment declined by 4 
percent between February 1956 and October 1956. The decrease in York County 
over the same period was 3 percent. 


5. Surveys of seven small localities included in the minimum wage effects studies 


Sarnings data and related information were obtained covering the period of 
change in the minimum wage to $1 an hour for two groupings of industries in 
seven selected localities. One grouping of industries, referred to as subject in- 
dustries, are those whose employees are generally entitled to the benefits of the 
act. The second grouping, nonsubject industries, are those whose employers 
are generally not required by law to pay the Fair Labor Standards Act mini- 
mum wage. 

The localities are relatively small, with populations ranging from 16,000 to 
56,000 in 1956, and with sufficient diversification of industries in each so that 
both covered and noncovered workers are represented in the samples. Six of 
the localities are in the South: Hickory, N.C.; Athens, Ga.; Dalton, Ga.; 
Dothan, Ala.; Meridian, Miss.; and Fort Smith, Ark. In addition, the Sun- 
bury-Shamokin-Mount Carmel area in Pennsylvania, was selected. Wholesale 
trade, banking, and textile and apparel plants are frequently represented in the 
subject group. Other manufacturing industries represented include: furniture, 
plup, chemicals, leather, lumber, stone, clay, and glass products, and maple 
sugar. Establishments in the nonsubject group are mostly in retail trade and 
services. 

The estimates of employment which were developed for the surveyed local- 
ities have limitations which restrict their usefulness in measuring changes over 
the period studied (February 1956 to April 1957) when these are of small mag- 
nitude. Because establishments with fewer than eight employees are not in- 
cluded in the survey, numerous small trade and service establishments are not 
represented. Furthermore, although the sampling procedure recognized the 
problems of business births and deaths following the date of the universe list 
used for the first survey (1956), there were difficulties in adequately account- 
ing for these changes. In five of the localities the procedure used in selecting 
the sample for the April 1957 survey resulted in very few changes from the 
sample used in the earlier survey. Special situations in the Hickory and Sun- 
bury-Shamokin-Mount Carmel localities resulted in increases in the sample of 
establishments studied in April 1957. Employment data are shown for plants 
in operation in ali three periods studied (app. table 7). 

1. Dothan, Ala—The survey data show that employment in the subject and 
nonsubject industries combined increased 12 percent over the February 1956 to 
April 1957 period. 

2. Athens, Ga.—Data for the two groups of industries do not indicate any 
marked change in employment during the periods studied. Between February 
and April 1956, total employment in the subject industries increased 2 percent 
while in the nonsubject ones it declined 1 percent. Increased employment dur- 
ing the following year in both groups of industries appear to reflect the business 
expansion occurring in the area. 

3. Meridian, Miss —Changes in employment in Meridian during the period 
studied, as indicated by the number of workers covered by the State’s employ- 
ment security law, were minor. In the manufacturing industries, employment 
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declined after February 1956 and again after April 1956; the decline was more 
than offset by employment increases in nonmanufacturing industries. 

4. Hickory, N.C.—Employment in identical plants in the subject and nonsub- 
ject industries combined showed a minor decrease over the period studied. A 
decrease of about 3 percent in the subject industries was partly offset by an 
increase in the nonsubject industries. 

However, if the changes are determined on the basis of the new sample of 
plants in the 1957 survey, employment appears to have increased somewhat in 
1957. The increase occurred in both subject and nonsubject industries. 

5. Dalton, Ga.— Employment in the subject industries dropped 4 percent be- 
tween February and April 1956. There was virtually no change in employ- 
ment between April 1956 and April 1957. 

In the nonsubject industries, employment increased 2 percent between Febru- 
ary and April 1956 and another 15 percent between April 1956 and April 1957. 

6. Sunbury-Shamokin-Mount Carmel, Pa.—Employment in identical plants in 
the subject and nonsubject industries combined showed a slight decrease (1 
percent) over the February 1956 to April 1957 period studied. The small de 
crease in the subject industries was offset by an increase in the nonsubject 
industries. 

Estimates of employment based on the 1957 sample of plants show a signifi- 
eant increase over the period. The increase results from the addition of firms 
in both the subject and nonsubject group of industries. 

7. Fort Smith, Ark.—Between February 1956 and April 1957, employment 
increased by 6 percent in the subject industries, and increased slightly in the 
nonsubject industries. 


TABLE 3.—Average hourly earnings and changes in employment in surveyed 
industry segments for selected periods before and after March 1956 


| Employment changes 
| Average 
hourly 
Industry segment earnings, | Preminimum to Ist Preminimum to 2d 
premini- | postminimum period postminimum period 

mum 


period 


| = l 
Number | Percent Number Percent 
bee a 


Fruit and vegetable canning, Georgia -- 
Raw sugar, Louisiana_ - - : i 
Tobacco stemming and redrying, North | 
0 EES as eA ; +597 
Sawmills, South ae ee .91 | —5, 098 —22, 085 
Workshirts, Southeast ___..-- J . 92 —100 | { —581 
Processed waste, South-- ‘ ed | —122 | —3!l 
Wooden containers, South_- —582 | 3 —2, 541 
Tobacco stemming and redrying 
Te ees. . é +218 
OS Se ae ah 
Children’s seamless hosiery. Southeast ____- 


aa —1,417 —1, 535 


—721 —615 


—4, 971 


—675 
—9905 
—1, 126 
+1, 300 
Sella cuahileipanich i 57$ ¢ —1, 666 
—59 
—3, 161 
—425 
+811 | 


Fertilizer, South __...__-- 
Cigars, York County, Pa-- as 
Men’s seamless hosiery, United States 
Cigars, Southeast_-._......-- ee 
Citrus canning and freezing, Florida 


—38, 265 | 





All segments 





Note.—See appendix table 4 for the periods to which the data relate. 


Source: Surveys by Bureau of Labor Statisties for Wage and Hour and Public Contracts Divisions, 
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Taste 4.—Changes in employment in high and low impact groups of establish- 


ments of surveyed industry segments, for selected periods before and after 
March 1956 


High impact establish- Low impact estat lish- 
ments,! change from ments,' change from 
preminimum to 2d preminimum to 2d 
Industry segment postminimum period postminimum period 


| 
| 
| 
| 


| | 
| Number of| Percent | Numberof| Percent 
} | 
| workers | 


workers 
a cab siemcalasiagamal be oe Be aie 8 
Pe ; ‘ eet | | 
Tebacco stemming and redrying, North Carolina, | | | 
Virginia, and Kertucky : . 3 | —3, 327 | —27 —2,011 | —14 
Processed waste, South bie -| —157 | —25 | —28 | —2 
Fertilizer, interstate, Southeast } — 350 —21 | —102 | —2 
Wooden containers, South o~ | — AOL —8 | —204 —4 
CMI EN occ oesuncepat Bers —5, 026 | —16 | —1, 575 | —4 
Raw sugar, Louisiana TS Be oe ea —73 |} —3 | —965 —4 
Workshirts, Southeast a pe een oe —100 | —5 —124 —6 
Men’s and boys’ shirts, United States i | +1, 102 | +3 | —S4 | (2) 
Cigars, Southeast_ - aad Saks ‘ ineenall — 296 —15 —134 —3 
Men’s seamless hosiery, United States_ -- —351 | —f —1, 4746 —li1 
Children’s seamless hosiery, Southeast_ - —1, 082 | —19 | —817 | —12 
Cigars, York County, Ps--- diana sae i +3 | +1) —62 | —-4 
Citrus canning and freezing, Florida... _- ; ia +195 | +4 | +337 | +6 
All segments. : = : ‘ ae ances —9, 943 | —9 | —6, 464 | —§ 


1 The highest and lowest third (half in the case of raw sugar, workshirts, processed waste, and cigars 
York County) of the plarts ranked in order of degree of impact. Degree of impact is the percent increase 
in average hourly earnings necessary in a base period to raise all workers earning less than $1 up to that 
amount 


> 


? Less than }9 of 1 percent. 
NOTE.-—See appendix table 4 for the periods to which the data relate. 


Source: Surveys by Bureau of Labor Statistics for Wage and Hour and Public Contracts Divisions. 


APPENDIX TABLE 1.—Followup study of adverse employment effects: Number of 
plants, laid-off workers and employment in plants where workers were laid off 
apparently as a result of the minimum wage, by size of plant and industry 
group, April—June 1956 


Size of plant (number of employees) 





Major industry group 




















| 
Total | 1to7 | 8 to 19 | 20 to 49| 50 to99| 100 to | 250and 
| | 249 | over 
All groups: | } | j 
Number of plants__- oe aoe ead 1 142 | 7 | 29 | 33 33 28 12 
Employment before layoff-_--_-..--- | 12, 436 42 376 1,139 | 2,178 | 4,444 4, 257 
Number of laid-off workers- - ----_- 1, 755 10 | 154 199 | 256 | 656 480 
Food and kindred products: | | 
Number of plants _..-.-_---- senna’ 13 0 5 |} 3 | 3 2 | 0 
Employment before layoff. . _..-| 608 0 62} 106] 174 266 0 
Number of laid-off workers... ....-.- te 151 0 27 | 9 70 45 | 0 
Textile mill products: | 
Number of plants ................- Sr 10 0 3 | 0 2 4 1 
Employment before layoff._............-.| 1,058 0 48 | 0 112 642 256 
Number of laid-off workers. _.........-- 108 0} 36 | 0 19 32 21 
Apparel and related products: | 
Skeet hed oe ow a rere | 43 1 | 0 | 9 12 | 13 8 
Employment before layoff_---.......-- 5, 990 5 | 0 330 820 1, 967 2, 868 
Number of laid-off workers- -_-.---- : 831 1 | 0 18 43 | 386 383 
Lumber and wood products: 
Pe 0 NN on cnn ehnendcunwee } 40 1} 8 11 14 | 5 1 
Employment before layoff--_......-- | 2,769 7 | 110 | 395 | 958 | 937 362 
Number of laid-off workers- ---.---- a 420 2 | 61 131 98 72 56 
Other industries: 
a SS ee eee 36 | 5 13 10 2 4 2 
Employment before layoff--.-.........-.-.- | 2,011 | 30 156 308 114 632 771 
Number of laid-off workers-- --.....-.-- : 245 7 30 | 41 26 121 20 








1 Does not include 5 establishments for which either employment or layoff data are not available. 
Source: Wage and Hour and Public Contracts Divisions. 
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APPENDIX TABLE 2.—Trends in employment in low wage and high wage industries: 
Number of production workers in selected low wage manufacturing industries 


for specified periods 





Industry ! 


Men’s and boys’ furnishings and work clothing - - 
a al a a ae aw 
Women’s and children’s undergarments_..------------- 
Miscells aneous appare ]l and accessories_.............-.-- | 
Children’s outerwear... 
Gloves and miscellaneous leather products 
tS RENE CRITI 5a Sn < wi nna cdcdgadonsaneebadam 
a ags and small leather goods. cincesnilldsla hidliia bintindatenbidads 
Wooden containers---......-..--- 
Knitting mills-_- 5 cineca 
Other fabric ated textile products. 


Footw ear tomnept rubber) 

Boot and shoe cut stock and findings 
Narrow fabrics and smallware 
Miscellaneous wood products 
Canning and preserving 
La 
Confectionery and related prc \ducts 
Tobacco and snuff 
nn ee eee 
Costume jew elry, buttons, and notions 











April February April 

1955 1956 1956 
2, 108. 8 2, 158.3 2, 107.5 
281.2 297.4 204.0 
36.1 35.0 33.1 
107.3 111.9 108.9 
52.7 56.6 56.1 
60. 5 68.8 61.9 
13.8 13.9 14 5 
121.4 118.5 115.7 
28.3 31.6 26.7 
50.5 50.8 61.5 
196. 1 203. 0 198 2 
108. 6 110.8 108 8 
445.5 440.6 436.8 
221.6 232. 2 220.9 
15.7 19.3 7.3 
26.8 27.2 26.6 
49.4 51.7 52.4 
142.9 135.5 141.7 
12.8 12.6 128 
60.3 65.9 59.8 
6.3 6.1 6.0 
14.1 13.9 14.0 
50.9 55.0 49.8 


February 


1957 


2, 053. 9 
287.8 
32.0 
109. 2 
52.7 
67.1 
13.6 
110.7 
238.5 
47.2 
190.9 
107.3 
413.7 
221.8 


~ 
Bssers 
PREP yn 
CHMWRANNN 


—— 
2cuw 


i The low wage industries are all industries with average hourly earnings of $1.50 or less in August 1955. 


Source: Bureau of Labor Statistics. 


APPENDIX TABLE 3.—T'rends in employment in low-wage and high-wage industries: 
Number of production workers in selected high wage manufacturing industries 


for specified periods 





Periodic: ils_ 








Industry ! April February April February 
1955 1956 1956 1957 

All high-wage industries _ -....................... 2. 353. 7 2, 397.5 2, 350. 2 2, 378.5 
I SN os oi cenannniibadibenbeabe 170.8 178.3 | 178.0 179.0 
Metal working machinery- peutiadaa wicseatcaes 197.7 | 214.8 217.7 229. 1 
Railroad equipment. hte eel 39.7 48.4 | 50.5 55.3 
Miscellaneous prim ry metal industries......--.------- 118.2 132. 1 131 8 137.1 
Motor vehic! es and ING occa cnncussentastnkaias 772.0 730. 3 673.9 685. 4 
st sister eteen pies dl cs Sihnanthap niaipeeppaci ws aiabeiaa aaa 46.5 47.1 47.5 49.9 

Gunnin dotnet 26.7 27.8 28. 2 26.7 

Blast furnaces, steelworkers, and Tolling mills_---__- dade 530. 6 563. 8 565. 4 557.7 
ee Ee nn cea dais can aneainniaaeaiee 88. 2 88. 5 85.7 85.8 
IN RIN fe gk oD cn thpeme nen 132. 3 129.3 129. 8 128.8 
ac eadeiesd aeaennwee 149. 0 153. 0 155. 3 155. 1 
Flat glass___- sneer inhale 29. 4 30.3 30.8 $2.3 
Miscellaneous publishing y and p srinting services.....---- 52.6 53.8 54.6 55.3 











1 The high-wage industries are all industries with average hourly earnings of $2.25 or more in August 1955. 
Source: Bureau of Labor Statistics. 
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APPENDIX TABLE 4.—Surveys of low wage industry segments: List of industry 
segments and the periods to which the data relate 


Period covered 


Industry segment 
Preminimum 1st post- 2d post- 
minimum minimum 
Fruit and vegetable canning, Georgia_------ Septem ber- September- Septem ber- 
October 1955. October 1956. October 1957. 
ew mii, Lc nnn ccc cccdnscwcnsacs Novem ber- November- November- 
December 1955. December 1956. December 1957, 
Tobacco stemming and redrying, North | September- Septem ber- Septem ber- 
Carolina. November 1955. November 1956. November 1957. 
CT IR ii citric inbntnbnnaee October- April 1956. .....-.- April 1957. 
December 1955. 
Work shirts, Southeast... .........4<«<...-. veneers 3 Piles entes ces o-caxdane Do. 
PeeeeeeG WH, DOUG Ss 66 i. nic cin dttccsccccnens Od citeiatickicwnes) Miceimaseddae Do. 
Wooden containers, South___............---]---- Chic. .ndttbghanlenkas WR cncn idan Do. 
Tobacco stemming and redrying, Virginia._.| October- October- October- 
November 1955. November 1956. November 1967. 
Tobacco stemming and redrying, Kentucky.| December 1955- December 1956- December, 1957- 
January 1956. January 1957. January 1958. 
Children’s seamless hosiery, Southeast-_--_- February 1956.....| April 1956_........| April 1957. 
Men’s and boys’ shirts, United States__.-_-_j|,-.-- Onn. a ecncceselscnuibcehs-nnncniedt GH 
Fertilizer, South he Si okees _._...| April 1955- aN cand ----| April 1957. 
COigere, Yor County, PGi... 6cncccscndesuss February 1956.._-.|_..-.do_....... ....| October 1956. 
Men’s sean less hosiery, United States__....|.....do...__...-----]_---- ESS April 1957. 
Cc igars, Southeast. -_.......-- 5c Breese a dediiieeaioced c do.............| October 1956. 
Citrus canning and free zing, F lorida____-_-- January- January- January- 
February 1956. February 1957. February 1958. 
PI TNR oc ccnseninceiannenians February 1956_._.- April 1956_ ...| Not resurveyed. 
Fruit and vegetable canning, Texas !______. November 1955- November 1956- Do. 
January 1956. January 1957. 


1 Not included in analysis because data are not available for the last period. 
Source: Surveys by Bureau of Labor Statistics for Wage and Hour and Public Contracts Divisions. 


APPENDIX TABLE §.—Surveys of low wage industry segments: Number of non 
supervisory employees in the surveyed industry segments for selected periods 
before and after March 1956* 


| 
Preminimum| First post- | Second post- 








Industry segment period minimum minimum 
period period 

Fruit and vegetable canning, Georgia_..................------ 3, 458 2, 041 1,923 
BR is IN in wceinscccineiierrsrce aSniiccnencapntns cited inion mip’ 5, 704 4, 983 5, 089 
Tobacco stemming and meee ing, North Carolina_--........-- 26, 374 26, 971 21, 403 
DN «05534. oo ndh. ucaaetleuns duakewnadaewonan 141, 77! 136, 677 119, 690 
No ini a ns ai diiadbacageensewe 4, 503 4, 403 3, 922 
NOTE SIN IIIB on catacdcninpicacuddacesaentadsecnons 1,7 1,611 1, 702 
TOU I nc whawanueness 22, 679 22, 097 20, 138 
Tobaceo stemming and redrying, Virginia. _............._.--- 7, 236 7, 454 6, 561 
Tobacco stemming and redrying, Kentucky 5, 093 4, 976 4, 188 
Children’s seamless hosiery, Southeast... ........- 17, 896 15, 484 16, 770 
Men’s and boys’ shirts, United States. _..................---- 95, 328 93, 116 96, 628 
PL a1. 2. Sac onsded atkebitd tile bhedidcscbwinsedonile 18, 840 18, 261 17, 174 
Ba Se ee ee as ee 1, 854 1, 829 1, 795 
Men’s seamless hosiery, United States....................---- 30, 801 27, 475 27, 640 
AGT TUN oo a a eS een 10, 728 10, 149 10, 303 
Citrus canning and freezing, Florida.__......-.-...-----.----- 11, 220 11, 640 12, 031 

FET I ai on canis dttsneigancccnascbncwmmcmwswasdin 405, 222 389, 167 366, 957 





1 See appendix table 4 for the periods to which the data relate. 


Note.—Data represent employment in plants with 8 or more workers in the sawmill, wooden container, 
processed waste, fertilizer, and cigar segments. In seamless hosiery, shirts, and footwear, the data represent 
employment in plants with 21 or more workers. All plants are represented in the raw sugar, tobacco stem- 
ming, and canning and freezing segments. The universe lists from which the samples were drawn relate to 
a period prior to the survey date. Plants entering the industry subsequent to the dates of the universe lists 
are not represented. 


Source: Surveys by Bureau of Labor Statistics for Wage and Hour and Public Contracts Divisions. 
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APPENDIX TABLE 6§.—Surveys of low wage industry segments: Number of non- 


supervisory employees in high impact and low impact groups of establishments? 
of surveyed industry segments, for selected periods before and after March 


1956? 


Industry segment 





High impact establishments 


Pre- 
minimum 


| 1st post- | 
minimum | minimum | minimum | minimum | minimum 


} 
2d post- 


Low impact establishments 


Pre- 


Ist post- 


2d post- 








period | period period period | period period 
eaietiieisiigionedemnancaannee sais sceitasnegtbedetie ae = Tk iS 
Raw sugar, Louisiana_...------.-- 2, 695 2, 549 | 2, 622 2, 563 2, 434 2, 467 
Tobacco stemming and redrying, | 
North Carolina, Virginia, and | | | 
Kentucky peexgebbens > 12, 365 12, 665 | 9,038 | 13, 989 13, 900 | 11, 978 
Sawmills, South a 32, 370 30, 387 | 27, 344 39, O11 38, 889 | 37, 436 
Work shirts, Southeast -- 2, 027 2, 025 1,927 | 2,119 2,121 | 1, 995 
Processed waste, South 633 525 | 476 1, 100 | 1, 086 | 1, 074 
Wooden containers, South 6, 672 6, 532 | 6,171 | 6, 291 | 6, 295 | 5, 997 
Interstate fertilizer, Southeast 1, 583 1, 445 | 1, 253 5, 154 | 5, 372 | 5, 052 
Children’s seamless hosiery, South- | | 
See ter ae ota a 5, 618 4,714 4, 536 6, 937 | 5, 994 | 6, 120 
Men’s and boys’ shirts, United 
States BAe ca . 37, 522 36, 229 | 38, 624 | 29, 070 | 28, 770 28, 986 
Men’s seamless hosiery, United 
States _. See 5, 628 4, 567 | 5, 277 | 13, 561 12, 802 12, 085 
Cigars, York Co., Pennsylvania 287 274 | 290 1, 567 | 1, 555 | 1, 505 
Cigars, Southeast 5 | 2,015 1,881 | 1,719 | 4, 569 | 4,388 | 4,435 
Citrus canning and freezing, Florida 5, 286 5, 359 5, 481 5, 934 6, 281 | 6, 271 
me ill tiie oak jel commntaiiae Aiea sai 
All segments......----..--- --| 114,701 | 108,952 | 104,758 | 131,865 | 129,887 | 125, 401 
| 





1 The highest and lowest third (half in the case of raw sugar, workshirts, processed waste, and cigars, York 
County) of the plants ranked in order of degree of impact. 
average hourly earnings necessary in a base period to raise all workers earning less than $1 up to that amount. 

3 See appendix table 4 for periods to which the data relate. 


Degree of impact is the percent increase in 


NoTE.—Data represent employment in plants with 8 or more workers in the sawmill, wooden container, 


processed waste, fertilizer, and cigar segments. 
employment in plants with 21 or more workers. 
ming, and canning and freezing segments. 


a period prior to the survey. 
not represented. 


In seamless hosiery, shirts, and footwear, the data represent 
All plants are represented in the raw sugar, tobacco stem- 
The universe lists from which the samples were drawn relate to 


Plants entering the industry subsequent to the dates of the universe lists are 


Source: Surveys by Bureau of Labor Statistics for Wage and Hour and Public Contracts Divisions. 


APPENDIX TABLE 7.—Surveys of small localities: Number of nonsupervisory 
workers by broad industry groups, February 1956, April 1956, and April 1957+ 





| Subject and nonsubject 




















| Subject industries Nonsubject industries 
| industries 
Locality Cm = 
| | 
| Febru-| April | April | Febru-| April | April Febru-| April | April 
lary 1956) 1956 1957 lary 1956, 1956 1957 lary 1956); 1956 1957 
| } | j | ee 
ETN ccc cuca 4,283 | 4,350 | 4,814 | 2,865 2,884 | 3,292 1,418 | 1, 466 1, 522 
Aiea Ge... 5... | 6,063 | 6,147] 6,526 | 4,458 | 4,551] 4,769] 1,605] 1,596 | 1,757 
Meridian, Miss_--__-_- | 6,956 | 6,861 | 6,696 | 4,462 | 4,380] 4,053 | 2,494] 2,481 2, 643 
Peery, INA... 3. } 12,158 | 11,554 | 11,928 | 10,478 | 9,908 | 10, 192 1, 680 1, 646 1, 736 
pen AR... oc as _..--| 8,880 | 8, 546 | 8, 704 8,010 7, 655 7, 675 | 870 891 1, 029 
Sunbury-Shamokin- | | | | 
Mount Carmel, Pa_____..| 10,031 9, 714 9,957 | 7,718 7, 338 7, 509 2, 313 2, 376 2, 448 
Fort Smith, Ark._.........- 11,489 | 11,898 | 12,002 | 8,008 8, 394 8,449 | 3, 481 3, 504 3, 553 
| | | 





1 Baced on data from identical establishments with 8 or more employees. 


was applied to each establishment in all pay periods. 
of plants in 1957, including new plants since 1956, show 8,644 workers in subject industries and 2,766 in non- 


subject industries in April 1957 in Sunbury-Shamokin-Mount Carmel. 
11,579 workers in subject industries and 1,979 workers in nonsubject industries in April 1957. 


The same weighting pattern 


Estimates of enployment based on a retabulation 


In Hickory, the retabulation shows 


Total esti- 


mated employment in the subject industries in Hickory was 10,920 in February 1956 and 10,340 in April 1956. 
Source: Surveys by Bureau of Labor Statistics for Wage and Hour and Public Contracts Division. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 885 


(By direction of the chairman the following letter and attachments 
were placed in the record:) 
U.S. DEPARTMENT OF LABOR, 
BUREAU OF LABOR STATISTICS, 
Washington, D.C., June 15, 1959. 
Mr. RALPH DUNGAN, 
Labor and Public Welfare Committee, 
Washington, D.C. 

Deak Mr. DuNGAN: This is in reply to your inquiry a few weeks ago concern- 
ing relative living costs in large and small communities. The data now avail- 
able appear certainly too limited to permit any definitive statements on what 
differences in living costs, if any, can be attributed directly to the effects of city 
size. However, there are some items of information extant which have a bearing 
on the question. 

As you know, two groups of factors must be established if valid intercom- 
munity comparisons of living costs are to be made. First, one or more complete 
groups of specific commodities and services which it is agreed will provide equiva- 
lent levels of living in the different communities must be set up. Second, prices 
for all the selected items must be obtained in all the communities. These prices, 
weighted by the budget setup in the first stage, provide the basis for comparisons. 

Most present difficulties center on the first stage. We have not developed any 
market basket of goods and services which could be represented as supplying 
an equivalent level of living in both large and small communities, and we do 
not know that anyone else has done so. 

We do have from our 1950 Survey of Consumer Expenditures, comparisons 
of average incomes and distributions of expenditures of families between cities 
of different sizes. These results give fairly directly the budget basis for state- 
ments about changes in costs of living in the same cities from one time to an- 
other. They do not so immediately provide a basis for comparisons among cities. 
In other words, there is no guarantee that average patterns of family expendi- 
tures at some stated income level represent equivalent levels of living in differ- 
ent communities. To examine the question of equivalence would require taking 
into account not only differences in prices and incomes but such other factors 
as size of family, occupational background, composition of income, differences 
in tax assessments, effects of climate, and others. 

To carry through an analysis of the kind required is a substantial undertaking. 
However, to give a rough idea of what might be found, we have prepared a per- 
centage distribution of family expenditures in 1950, among major expenditure 
eategories in communities of different sizes. This table which is attached indi- 
cates that, on the average, families in different community size classes neverthe- 
less tended to distribute their expenditures in a similar manner. An analysis 
by more detailed commodity categories would undoubtedly show wider differ- 
ences, but the general picture is one of similarity in distribution of expenditures. 

Let me turn now to the question of price differences. Several years ago we 
prepared a table for the use of the Senate Commttee on Labor and Public Welfare 
showing retail prices for selected commodities and services in 10 cities of dif- 
ferent sizes. This material was sent on March 19, 1957, to Mr. Sar A. Levitan of 
the Legislative Reference Service. For your convenience, I am enclosing a copy 
of the table. 

An examination of these data indicates that variations in price among cities 
of approximately the same size are as great as among cities of different size, 
and that the general level of price does not appear to be correlated with city 
size. There is no reason to suppose that an analysis of more current data would 
lead to any different conclusion. 

Still on the question of prices, the Department of Labor of the State of New 
York has periodically estimated the cost of a fixed budget for women workers 
in different communities in New York State. (Since the budget is uniform 
for all cities, it does not necessarily provide equivalent levels of living but it does 
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S86 TO AMEND THE FAIR LABOR STANDARDS ACT 


indicate variations in price level.) In 1955, the budget was priced in eight cities 
with results as shown in the following table: 


Cost of living for women workers, New York State, 1955 





Estimated Ranking 
City population | Budget cost | from high to 
low 

INT IONE I Sar oe eek g Ser ees te oe 8, 000, 000 $2, 609 3 
i i a a 592, 000 2, 563 4 
Rochester__..._- PE RESALES MII A es rh. 342, 000 2, 660 1 
RR ee ee Uivwtaddbluatussicalvadebbed 83, 000 2, 540 5 
eR. oe) aot do cnbidi che atdeeb aes deace bey aeed 44, 006 2, 417 8 
I ek SO ad cake aeaieia ane 20, 000 2, 655 2 
I at ee al 9, 000 2, 466 6 
NING ac a dicen beseccnun ieee Je auudedadongeeeead 4, 000 2, 440 7 





The table indicates little relationship between city size and total budget size, 
The largest city was not the highest cost city and the smallest city was not the 
lowest. ‘Total cost in Glens Falls, one of the smaller cities, was only $5 below 
Rochester, which was the highest cost city. 

It is often assumed that home-produced foods may be an important factor in 
comparing living costs in small and large cities. Data on the value of home pro- 
duced foods are not available by city size, but the 1955 household food consump- 
tion survey, conducted by the U.S. Department of Agriculture, does provide some 
information on this point. Report No. 12, “Food Production for Home Use by 
Households in the United States,” gives averages separately for rural nonfarm 
and urban households. Urban households refer to families living in communities 
of 2,500 or more, or in the fringe areas of cities of 50,000 or more population. 
Rural nonfarm households are those families living outside urban places and not 
including a farm operator or a person responsible for the operation of a farm. 
Based on this survey, it is estimated that in 1954, 21 percent of the urban house- 
holds produced some food for home use. The estimated average annual market 
value per household was $15. In the same year, some 60 percent of rural non- 
farm households produced food for home consumption with an average annual 
value of $112. The difference between these averages should, of course, be dis- 
counted for the value of materials, seed, fertilizer, etc., purchased by the families 
and perhaps to some extent as well for labor furnished by family members. The 
survey indicates that, while it may be important to some families, food produced 
for home consumption is not a major factor in the level of living of average non- 
farm families in small communities. 

I trust the information furnished above will be of some value to you. If we 
can be of any further assistance, please let me know. 

Very truly yours, 


W. DUANE Evans, Assistant Commissioner. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 887 


Survey of consumer ewpenditures, 1950—Percentage distribution of expenditures 
for current consumption, all families combined 


Cities with 

















Item Small cities | Large cities | a population 
and suburbs of 1,000,000 
and over 
Percent Percent Percent 

Total expenditure. ____ ‘See 100. 0 100. 0 100. 0 

BU I i a i ee ee ee aed 31.1 31.5 32.2 
UN cicachucaseenseciacdas Ochoa wd cakes daa aa 1.8 1.8 1.7 
I BR oe od sia beens Soca cna aaeheeba aaa | 27.7 27.0 27.5 
SI ee eieccanaal andi mamchcsape eciemaenens al 0.7 11.7 12.5 
Fuel, light, refrigeration _- - -- ee eee 5.1 3.9 3.3 
FIOUNAINNG ODGPUUIONE 5 8, oda de ct cueatnccnouncel 4.5 4.7 5.3 
I EE SUID sc cvcdiciiic cn ctsenwsnwnccencaewe | 7.4 6.7 | 6.4 
Clothing and clothing services... .........-..0c.cceescnecce. 11.2 i 11.6 | y “18 
Transportation - _.__--- ; atta jeabnaseces 13.9 13.2 11.5 
pf a ee ae ee Se ee ce 4 5.2 5.2 5.3 
NS GO ks, < kato dcteenn Aken haa ssdvinastnnedeenana 2.2 | 2.2 | 2.2 
Recreation, reading, education _.-__...-...-.- ; vee 5.4 6.1 | 6.5 
PIII So i np cc cei Bite Dis sige’ ain eda 1.5 1.4 |} 1.3 
Total expenditure for current consumption._...............--.- $3, 464 $3, 917 ae $4, 333 
GO: INO PI Ga i cicieicicciticiemniiaienndncstlnalintittetelinaaiiialia 3, 597 4,010 4, 383 

i 


| 


1 As reported, without adjustment for underreporting of income. 


Source: ‘1950 Survey of Consumer Expenditures,’’ Bureau of Labor Statistics, Washington, D.C. 
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886 TO AMEND THE FAIR LABOR STANDARDS ACT 


indicate variations in price level.) In 1955, the budget was priced in eight cities 
with results as shown in the following table: 


Cost of living for women workers, New York State, 1955 











Estimated Ranking 
City population | Budget cost | from high to 
low 

Min Ub Rs a ode en wcrc c cacao agi ihe 8, 000, 000 $2, 609 3 
NO ge na ab cases sia baicalaenlen aie iS caret TLR Lad 592, 000 2, 563 4 
Rochester. é = sa aie toes cies tb ax acetate thoi ako: tactician Op 342, 000 2, 660 1 
ee a eee Sal eta deueie iidivaiiivetadaebes 83, 000 2, 540 5 
irk i eee aia tea teeutessen Oke 44, 000 2, 417 s 
REI. 5 naa ee d Sf <e ca mabandietadsonateseeaeee 20, 000 2, 655 2 
hn ee cl ciet pala uaaaeinieene 9, 000 2, 466 6 
a ka Soa e eden nd We es inne rakes ike Dee kaa 4, 000 2, 440 7 


The table indicates little relationship between city size and total budget size. 
The largest city was not the highest cost city and the smallest city was not the 
lowest. Total cost in Glens Falls, one of the smaller cities, was only $5 below 
Rochester, which was the highest cost city. 

It is often assumed that home-produced foods may be an important factor in 
comparing living costs in small and large cities. Data on the value of home pro- 
duced foods are not available by city size, but the 1955 household food consump- 
tion survey, conducted by the U.S. Department of Agriculture, does provide some 
information on this point. Report No. 12, “Food Production for Home Use by 
Households in the United States,” gives averages separately for rural nonfarm 
and urban households. Urban households refer to families living in communities 
of 2,500 or more, or in the fringe areas of cities of 50,000 or more population. 
Rural nonfarm households are those families living outside urban places and not 
including a farm operator or a person responsible for the operation of a farm. 
Based on this survey, it is estimated that in 1954, 21 percent of the urban house- 
holds produced some food for home use. The estimated average annual market 
value per household was $15. In the same year, some 60 percent of rural non- 
farm households produced food for home consumption with an average annual 
value of $112. The difference between these averages should, of course, be dis- 
counted for the value of materials, seed, fertilizer, etc., purchased by the families 
and perhaps to some extent as well for labor furnished by family members. The 
survey indicates that, while it may be important to some families, food produced 
for home consumption is not a major factor in the level of living of average non- 
farm families in small communities. 

I trust the information furnished above will be of some value to you. If we 
can be of any further assistance, please let me know. 

Very truly yours, 


W. DuANE Evans, Assistant Commissioner. 
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Survey of consumer ewpenditures, 1950—Percentage distribution of expenditures 
for current consumption, all families combined 





Item Small cities 





Large cities 


Cities with 
&@ population 











and suburbs | of 1,000,000 

and over 

Percent Percent Percent 
Total expenditure ___. 100. 0 100. 0 100. 0 
IG GE DIT sink ikcccchrntaaeanteuduscretaabienell 31.1 31.5 32. 2 
OIE a Kccdimcriperuiudacodbeds deesuussdenecckeaniuueet 1.8 1.8 1.7 
Ry is okt st okknGat Gece is 08cidiak ee ceebeneeess | 27.7 27.0 27.5 
a ean 10.7 11.7 12.5 
Fuel, light, refrigeration. --.----_- Si dere etal 5.1 3.9 3.3 
Higuseols GMM 5. oS ea sa dccccesicaesoccecel 4.5 4.7 5.3 
Ee eee 7.4 6.7 6.4 
Clothing and clothing services- - sisi sacle tadegetedndaa 11. 2 11.6 _. ‘I. 8 
Transportation __.__--- - = 5 anise dtanguginnet 13.9 13.2 11.5 
Medical caré............. mt Lu asectnadeeenaes : 5.2 5.2 5.3 
ORRIN Civic ccncnnticbinks hots eke enadncesbabkepbdessekes 2.2 | 2.2 23 
Recreation, reading, education._.._.....---- is nanan 5.4 | 6.1 6.5 
PEM cic ndenacucnakedsan Gi nchenks socom icameneaaetee 1.5 | 1.4 1.3 
Total expenditure for current consumption__............-..-.- $3, 464 $3, 917 ‘$4, 333 
DENOCRS NET COG Soo eo nistitincdn en tindetindntincaRikewsdianenwnnths 3, 597 4,010 4, 383 





1 As reported, without adjustment for underreporting of income. 


Source: ‘£1950 Survey of Consumer Expenditures,’ Bureau of Labor Statistics, Washington, D.C. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 


TUESDAY, MAY 26, 1959 


U.S. SENATE, 
SUBCOMMITTEE ON LABOR OF THE 
ComMiITTEE ON Lazor AND Pusiic WELFARE, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a.m., in room 4232, 
New Senate Office Building, Senator John F. Kennedy (chairman of 
the subcommittee) presiding. 

Present: Senators Kennedy, McNamara (presiding pro tempore), 
Prouty, and Clark. 

Also present: Senator Russell Long, of Louisiana. 

Committee staff members present: Stewart E. McClure, chief clerk; 
Ralph Dungan, professional staff member; Raymond D. Hurley, 
minority professional staff member; and Joseph Goldberg, technical 
advisor, U.S. Department of Labor. 

Senator McNamara (presiding pro tempore). The hearing will be 
in order, please. 

We have Senator Long with us this morning. We will be glad 
to hear from him. 


STATEMENT OF HON. RUSSELL B. LONG, A U.S. SENATOR FROM THE 
STATE OF LOUISIANA 


Senator Lone. I want to introduce certain witnesses whom you will 
hear.. Among your witnesses today will be members of the Associa- 
tion of Amusement Parks, Pools & Beaches. 

Today, Mr. Chairman, you are going to hear—and I would like them 
to stand as I call their names—Mr. William Muar, who is president. 
He is from New York. 

Mr. George Whitney, of San Francisco. 

Mr. Abram Baker, of Glen Echo Park, Md., who is also an officer 
of the association. 

Mr. John S. Bowman, of Chicago, who is executive secretary of that 
organization. 

Last but not least, Mr. Chairman, I would like to introduce to you 
Mr. Harry J. Batt, who is past president and legislative chairman of 
that association, and he will testify for that association today. 

I have know Mr. Batt for 30 years, and much of my enjoyment 
as a child stemmed from his able management of Pontchartrain Park 
in New Orleans. 

Anthing you can do to help them see that their case is properly 
presented will be appreciated by the junior Senator from Louisiana. 
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Senator McNamara. Thank you, Senator Long, and thank you for 
presenting your witnesses here tod: ay. 

Senator Lone. I have to go to the Finance Committee. 

Senator McNamara. We know you want to get away. Thanks for 
coming. 

The first. witness this mor ning will be the Honorable William Batt, 
Secretary of Labor, State of Pennsy Ivania. 

Mr. Batt, Senator Clark sent word that he is tied up in committee 
and he apologizes for not being able to get over here. I know you 
appreciate the fact that he wanted to be here, Mr. Secretary. 


STATEMENT OF HON. WILLIAM BATT, SECRETARY OF LABOR, 
STATE OF PENNSYLVANIA 


Mr. Barr. Thank you very much. 

Governor Lawrence is sorry he could not be here with us because 
of a longstanding prior commitment. 

We would like to thank the subcommittee and its distinguished 
chairman, Senator Kennedy, for this opportunity to present Pennsyl- 
vania’s position on the questions of coverage and minimum wages 
under the Fair Labor Standards Act. 

Our position is briefly this— 

1. We favor extension 3 coverage to large retail and service estab- 
lishments, as proposed in 8. 1046 introduced by Senator Kennedy and 
others. 

2. We favor raising the present dollar minimum to $1.25. 

3. We urge elimination of all the present exemptions for canning 
and processing. 

4. We recommend Federal—this is a most important point, Sen- 
ator—in preference to State action on minimum wages for agriculture 
as envisioned in your bill, S. 1085, and Senator Clark’s, in order to 
afford the same minimum wage protection to all farmworkers that 
the Puerto Rican Government now insists upon for all Puerto Rican 
migrant farmworkers. A national approach would protect our 
farmers against subminimum wages and subminimum wage competi- 
tion from other State, in what is truly a nationwide industry. 

Now, our testimony will take 16 minutes to read. I am going to 
summarize it in 5, if I can, in the interest of time. 

Senator McNamara. I take it you want the entire presentation 
printed in the record at this point. 

Mr. Bart. I appreciate it, sir, if you would. 

Senator McNamara. W ithout objection. 

(The prepared statement by Mr. Batt follows :) 


STATEMENT OF Davin L. LAWRENCE, GOVERNOR OF PENNSYLVANIA, ON Farr LABOR 
STANDARDS ACT, PRESENTED BY WILLIAM L. Batt, JR., SECRETARY OF LABOR 
AND INDUSTRY 


I wish to thank the subcommittee and its distinguished chairman, Senator 
Kennedy, for this opportunity to present Pennsylvania’s position on the ques- 
tions of coverage and minimum wages under the Fair Labor Standards Act. 

Our position is briefly this: 


1. We favor extension of coverage to large retail and service establishments as: 


proposed in S. 1046, introduced by Senator Kennedy and others. 
2. We favor raising the present dollar minimum to $1.25 
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3. We urge elimination of all the present exemptions for canning and 
processing. 

4. We recommend Federal in preference to State action on minimum wages 
for agriculture, as envisioned in 8. 1085 (Senators McNamara and Clark), in 
order to afford the same minimum wage protection to all farm workers that 
the Puerto Rican Government now insists upon for all Puerto Rican migrant 
farm workers. A national approach would protect our farmers against sub- 
minimum wage competition from other States. 

Pennsylvania has had a lot of experience these past 2 years on this question 
of minimum wages for retail and service occupations. Based on a 1937 wage- 
board law, which was a dead letter for 20 years, we have established minimum 
wages in the last 2 years of 75 cents to $1 for 350,000 women and young people 
in retail, restaurant, hotel, motel and laundry occupations. 

I am drawing on that experience to emphasize the need and practicability of 
Federal minimum wage regulation in these fields. 

Warnings of doom have not materialized. 

Worker earnings have been substantially increased. 

Hourly rates have gone up for 100,000 or more of the 350,000 women and 
young people covered. 

Excessive hours have been reduced through overtime pay rates applicable for 
hours above 40, 42, or 44. In spite of this reduction in hours, take-home pay 
has not been cut. 

Better management often resulted in increased productivity of workers. 

Comparatively few workers were laid off as unable to earn the increased 
rates. 

Some men are being paid less than women, especially by working long hours 
without overtime pay. 

Retail sales have inreased, and the service trades have generally prospered. 
Pennsylvania’s minimum wages have not been inflationary, as Pennsylvania’s 
price trends have been in line with national price trends. 

A comparison of the cost of living index for Pennsylvania with the U.S. Con- 
sumer Price Index indicates that the establishment of a minimum wage order in 
Pennsylvania's retail trade industry as of July 1958 was noninflationary. Be- 
tween July 15, 1958, and January 15 of this year, the national index declined from 
123.9 to 123.8 or 0.1 percent. During the same period the index for Pennsylvania 
registered no change by remaining at 122.9. 

We believe that Pennsylvania experience reaffirms the feasibility of minimum 
wage regulation for retail and service industries. 

It also emphasizes the interstate character of competition in these areas, and 
the limitations of State action. In our survey of wages being paid in retail trade 
we found the variety stores, mostly managed by national chains paying the lowest 
wages, lower generally than the neighborhood stores. Our public hearings 
repeatedly pointed out the difficulties local merchants have in competing when 
located close to the border of a State not having a minimum wage for the 
occupation. 

Particularly significant for you was the protest from the resort hotel operators 
that they must face the competition not only of neighboring States but every 
resort advertising in the vacation travel pages of the New York Sunday news- 
paper, be it Miami, Virgin Islands, or California. The customer may do the 
traveling instead of the goods, but interstate competition is just as real to the 
resort operator and convention hotel manager as to the manufacturer. 

State action is slow. At the rate of progress since the first State minimum 
wage was enacted nearly 50 years ago, it is going to take another 50 years to get 
any minimum wages for store workers in all the States, if you depend on the 
States to do the job. 

Twenty-three of the 50 States have some minimum wage regulation for retail 
trade under State law. In only 12 of these is the minimum wage as high as $1 
an hour for any group. In only six does the dollar apply to men as well as 
women, 

States are now rightly turning to statutory rates covering all occupations 
except agriculture not covered by the Federal act, and coverage of men, as the 
proper base for establishing minimum wages, but this is even slower. Only 
14 have such a statutory minimum wage. 

It is quite clear that minimum wages by State action can never be sufficiently 
high and comprehensive to eliminate unfair competition from cheap labor in the 
United States in our lifetime. 
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Neither can collective bargaining be relied upon to accomplish the necessary 
protection from low wages. When we established a minimum wage for laun- 
dries in Pennsylvania, for example, a union of laundry workers in one city has 
not been able through collective bargaining to get a base rate above 71 cents 
an hour for the least skilled occupations. We also found that, even in Pennsyl- 
vania, most retail workers were unorganized. The hundreds of complaints we 
received about substandard wages were written by freightened people, afraid 
to sign their names because it might cost them their jobs. It was impossible 
to get most of the victims of these substandard wages to testify. We call them 
“the voiceless people.” 

The hourly rate of $1.25 is a very modest wage in relation to the cost of 
living and the Nation’s productivity. It should be enacted forthwith into the 
Fair Labor Standards Act, particularly for manufacturing and other industries 
now covered. This is important to Pennsylvania. We are bidding for new 
industry, and must do so if our people are to be employed. We want to com- 
pete on the basis of Pennsylvania’s assets and not with or against low wages. 

The recommended Federal minimum of $1.25 would take low costs, based on 
wage payments below $1.25 an hour, out of interstate competition, and place 
competition on the level where it belongs in our rich, productive free enterprise 
economy—on good planning and management. I strongly urge enactment of 
this minimum—and a very modest minimum it is, viewed in the perspective of 
today’s burgeoning technology and the cost of living at today’s prices. 

In Philadelphia, the minimum income needed for a “modest but adequate’ 
standard of living, for a husband, wife, and two children, according to the 
U.S. Department of Labor's budget and prices of April 1958, is $86 a week or 
$2.15 an hour. In Pittsburgh, $2.25 an hour. This assumes a 40-hour week 
with no time lost from work and no unpaid vacation time. 

Our Pennsylvania studies show the cost of a budget for an employed woman 
living alone to be $2,800 a year, of $1.35 an hour if she works a full 40 hours 
a week, 52 weeks a year. As I said, $1.25 an hour is a modest figure, the store 
clerk’s modest share in what Professor Galbraith has titled our “affluent 
society.” 

I wish to point out an area where Pennsylvania suffers because the Fair 
Labor Standards Act now makes broad exemptions for canning and food proc- 
essing, an important industry in our State. 

The FLSA’s present broad exemptions for canning and processing handicap 
Pennsylvania employers and workers. 

I commend the sponsors of 8S. 1046 for deleting the seasonal exemptions from 
overtime pay contained in section 7 of the act, and urge re-enactment of the hours 
section of the law with these deletions. This however, does not deal with the 
competitive handicap caused by the complete exemption from minimum wages in 
“areas of production” (section 13(a) (10) of the present act; sec. 9(a) (7) of 
S. 1046). This enables canners and processors in areas of population sparser 
than Pennsylvania’s, to legally undercut also the basie dollar minimum. Penn- 
sylvania employers and workers in these industries are thus suffering in a 
competitive squeeze from two directions. Faced with out-of-State competition 
from branches of the industry exempt from the $1 minimum, it is difficult for 
Pennsylvania employers to pay much over a flat $1 an hour and meet their out-of- 
State competition. Yet payment of a $1 wage in Pennsylvania without overtime 
pay during peak season operation, increases the industry’s problem of competing 
for labor with other industries that must pay time and one-half for overtime 
under the wage-hour law. Elimination of these exemptions will be giving great 
relief to an industry plagued at one and the same time by gluts of nature, low 
wages, and insufficient manpower. 

Besides extending the act to cover the millions of workers in large retail estab- 
lishments,; we would like to recommend that this committee take a long look 
at the possibility of extending minimum-wage protection to the 314 million 
workers in agricultural labor who are equally if not worse off. Average annual 
income of this group, according to the U.S. Department of Agriculture, was $859 
during 1957. In any war on poverty, these folks are certainly at the bottom of 
the heap. Of all our agricultural workers, perhaps the migrant warkers who 
roam most of our 50 States are the worst off. Opinion is strongly divided in 
our State on the problem of extending minimum wage coverage to farm labor. 
Organized labor favors it. Organized agriculture is strongly opposed. 

Those of us who have been working with the problem in Government feel 
first of all that this is a national problem, since our farm produce competes in 
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national markets just as our factory production does. We are not only in com- 
petition with the neighboring States of Ohio, West Virginia, Maryland, Dela- 
ware, New Jersey and New York, but also with distant Southwestern States. 
Right now, our farmers and workers are being hurt by competition from the 
Southwest where vast numbers of Mexican nationals are available at 50 cents an 
hour. 

It seems to many of us in Government that Pennsylvania farmers would bene- 
fit substantially if southwestern farmers had to pay the same 75 cents an hour 
minimum that is now commonly paid in Pennsylvania. 

A minimum wage on farms is not new in our State or in other States in the 
Nation. All along the eastern coast we use Puerto Rican labor, and the Puerto 
Rican government requires a 75 cents minimum wage to protect their workers. 
The Mexican Government also requires a minimum wage for the workers they 
send here, although a lower one. The only agricultural workers who do not have 
some form of minimum wage protection are our own State-side Americans. This 
inequity could be easily remedied by passage of a bill along the lines of 8S. 1085 
introduced by Senators McNamara and Clark, although we would like to see 
coverage extended to more workers than are covered in that bill. 

It is also to be hoped that this committee will give serious consideration to pro- 
tecting small children from being used in commercial farming at all ages and 
for all hours. According to the U.S. Census Bureau, 70,000 children between 
10 and 13 were paid farm laborers working 35 hours a week or longer. Un- 
counted thousands were younger—down to 5, 6 and 7. While no one objects to 
a boy or girl doing chores on a family farm under his parent’s supervision, no 
one wants to countenance exploitation of small children for hire on commercial 
farms in a way we ruled out of industry and mining decades ago. 

It is gratifying to report to this committee that we are not alone in our con- 
clusion that fi irm labor and children should receive minimum wage protection. 
On October 8, 1958, the Committee of Officials on Migratory Farm Labor of the 
Atlantic Sez tboard States, including most States between Maine and Florida, 
adopted two resolutions among others, (1) that the Federal Government should 
amend the Fair Labor Standards Act to bar the use of yong children for hire 
in commercial farming, (2) that the Federal Fair Labor Standards Act should 
be amended to provide for the inclusion of farm labor. 

On February 23, 1959, Secretary of Labor Mitchell, speaking in Los Angeles 

said, “I am convinced that agricultural workers must be given the protection 
of minimum wage and maximum hours legislation. I have initiated a study 
within the Department which will help to arrive at the type of legislation best 
adapted to the particular needs of American agricultural and farm workers. 
This study will be completed this year... A minimum-wage law is the means 
of protecting those willing to pay decent wages from the unfair competition of 
those who are not.” I would hate to think that the Congress was behind the 
administration in recognizing this very real human need. 
S. 1085 does not attempt to establish the minimum for farm labor at the same 
$1.25 figure proposed in S. 1046, nor even at the $1 figure which is now in effect 
for other interstate occupations. It realistically establishes a minimum of 
75 cents, with escalation in subsequent years up to the prevailing minimum in 
other industries. We have tested the escalation principle in minimum wage 
actions in Pennsylvania, and find it an excellent way to help businessmen adjust 
to increased wage costs. 

To summarize, we would like to recommend to this committee the enactment 
of the extended coverage and increased minimum wage provisions of S. 1046 
and S. 1085 with the few minor changes that have been outlined in this testi- 
mony. We feel that past history, both in our Nation and our State, gives 
convincing proof that all of us benefit when the Nation’s prosperity is more ade- 
quately shared by the least prosperous among us. And certainly it is the proper 
function of Government, as President Lincoln pointed out, to do for people what 
they cannot do for themselves. Millions of Americans, in my State and else- 
where throughout the Nation, are looking to this Committee for some relief 
from near poverty. I am sure you and your associates in the Senate and House 


will meet their need. 

Mr. Barr. Now, I would like to tell you briefly, we have had ex- 
tensive experience in minimum wages in our State. Our State was 
a very backward State up until a few years ago. In the past we had 
had an act to provide minimum wages in the State back in 1937, dur- 
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ing the Earle administration, but it has been virtually a dead letter 
for 20 years. 

Just to show you how dead, we had two minimum wages, one was in 
restaurants, where the girls, if they got tips, were paid 20 cents, and 
if they worked in the kitchen were paid 39 cents an hour. The other 
of the industries covered was laundries, and the minimum wage when 
I took this job was at the grand figure of 27 cents an hour. 

In this year of our Lord 1958 and 1959, we succeeded in bringing 
down a topnotch person, a professional from the Federal Govern- 
ment. We use the Federal Government as kind of a training ground 
for the State, and Miss Elizabeth Johnson of the Department of 
Labor led our efforts to update our laws. There were 350,000 women 
and children in the last year in our State alone, uncovered by the 
Federal law whe were brought under State minimum wage coverage. 

Now, I cite this not because I just want to blow Pennsylvania’s 
horn, but because we have learned a lot from this experience. We 
have learned that warnings of doom do not materialize, and believe 
me we have had plenty. Particularly now I am talking about the 
extension to the retail industry. 

We had tremendous warnings of doom that the industry would 
barely survive. The increase in minimum wages up to a dollar in 
our State from wherever they were, and they were pretty wretched, 
50 cents and below in perhaps 5 or 10 percent of the industry. 
Worker earnings have been substantially increased. Hourly rates 
for 100,000 of our more than 350,000 covered young people and women 
have increased. Excessive hours—and this is one of the principal 
problems—have been radically reduced. Management people tell 
us that this has forced upon them better management methods to 
avoid payment of overtime. 

A few workers have been laid off, far fewer than were predicted 
by the prophets of doom and gloom. Some men are being paid less 
than women. There is some substitution of men for women’s jobs, 
especially working long hours without overtime pay. 

Retail sales have increased, again quite contrary to the predictions. 
And service trades have progressed. Our minimum wages have not 
been inflationary. The cost of living index for Pennsylvania reg- 
istered no change. It is substantially the same as the Federal Gov- 
ernment’s, remaining at 122.9. 

The significance of this to you, sir, I think is twofold; one, that our 
experience reaffirms the feasibility of minimum wage regulation for 
retail and service industries. 

I must say that we do have a lot of interstate competition, partic- 
ularly on the borders of the State. It will enormously help us if 
you folks were to make that Federal in character. For example, 
resort hotel operators up in our Pocono Mountains compete with all 
resorts advertising in the vacation travel pages of the New York Sun- 
day newspapers, whether it be Miami, the Virgin Islands, California, 
or New York State. 

The customer may do the traveling instead of the goods,:but inter- 
state competition is just as real to the resort operator and convention 
hotel manager as to the manufacturer. 

We have learned something else from our efforts at the State level, 
and I am sure that other States have learned about the same thing. 
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Massachusetts, as you know, Senator Kennedy, has been one of the 
leaders in State action for minimum wages. That is that State action 
is slow. At the rate of progress since the first statute on wages was 
enacted by Massachusetts nearly 50 years ago, it is going to take an- 
other 50 years to get any minimum wages for store workers in all the 
States if you depend on the States to do the job. 

This is quite clear, that State minimum wage legislation can never 
do the job in our lifetime. Now, I think one other thing, too, we 
learned from our experience that we would like to pass along to you. 
That is, you can’t depend on collective bargaining to get these wages 
up. W hy ¢ Two reasons. 

One, because most of these workers are not unionized. This is true 
in even as unionized a State as Pennsylvania. 

And secondly, because the unions, where they have unions, are 
angie J so weak that we found, for example, in Pittsburgh the union 
for the laundry occupation had a collective contract, collective wage 
contract, providing a minimum wage of 71 cents an hour, which is less 
than we were able to get through the State’s minimum wage. 

Now, it seems to us s that $1.25 as recommended in your Dill, Senator, 
is a very modest beginning, particularly in view of the burgeoning 
technology and the cost of living at today’s prices. 

In our State the minimum need for a modest but adequate standard 
of living for a husband, wife, and two children, according to the U.S. 
Depa irtment of Labor’s budget and prices of Apr il 1958, is $86 a week 
or $2.15 an hour, and that assumes a 40-hour week with no time lost 
from work and no unpaid vacation time. 

Now, this is not just for a family. The cost of a budget for an em- 
ployed’ woman living alone is $2 800 a year in our State, or $1.3 35 an 
hour if she works a full 40 hours a week and 52 weeks a yea 

As I said, $1.25 is a modest figure, the store clerk's moc lest share in 
what Professor Galbraith has titled our “Affluent Society. 

We have a problem in canning and processing which we would like 
to draw to your attention. Our industries are complaining. Our can- 
ning and processing people complain of the present looseness in the 
area of production, “the conc ept in the present act which enables can- 
ners and processors to in effect get out from under the minimum wage 
altogether. 

Now, besides extending the act to cover the millions of workers in 
large retail establishments, we would like to recommend that this 
committee take a long look at the possibility of extending minimum 
wage protection to the three and a half million workers in agricultural 
labor who are equally if not worse off. 

Average annual income of this group, according to the U.S. Depart- 
ment of Agriculture, was $859 during 1957. In any war on poverty, 
these folks are cert ainly at the bottom ¢ of the heap. Of all our agricul- 
tural workers, perhaps the migrant workers who roam most of our 
50 States are the worst off. 

We have strongly divided opinion in our State on this extension 
of minimum wages to farm labor. Those of us who have been work- 
ing on the roblem in Government feel first of all that this is a 
national neihien. since our farm produce competes in national mar- 
kets just as our factory production does. 
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Right now our farmers and workers are being hurt by competition 
from the Southwest because of the vast numbers of Mexican nationals 
who earn 50 cents an hour through the Federal contract. with the 
Mexican Government, and our farmers are growing tomatoes and 
paying 75 cents an hour. So it seems to us, many of us in govern- 
ment, the Pennslyvania farmer as well as the worker would “benefit 
substantially if southwestern farmers had to pay the same 75 cents 
minimum commonly paid in our State. 

Now, of course, this is nothing new in our State. Puerto Rican 
labor under the protection of the Puerto Rican government, is guaran- 
teed a minimum wage of 75 cents an hour when they come into our East 
Coast States, and we feel that the stateside American, the ones we 
bring up from Florida and Georgia, ought to have at least the same 
kind of protection that the Puerto Rican government insists upon 
for its people. 

We would like to also suggest that you give serious consideration 
to protecting small children being used in commercial farming at all 
ages and for all hours. According to the U.S. Census Bureau, 
70,000 children between 10 and 13 were paid farm laborers working 
35 hours a week or longer. 

I haved talked to some of these youngsters. They are working on 
our farms in Pennsylvania at the ages of 5, 6, 7, 8, or 9 years “old, 
and at 10, 12, 14 hours a day at the peak of the growing crop. These 
kids, believe me, are not comparable to a youngster working under 
his father’s supervision on his own family farm. 

This is use of children in a way that we have long ago barred in 
the mines. We have long ago barred it in industry, and we think it 
is high time we barred it also in agriculture. 

I would like to just point out briefly before closing that we are 
not alone in our conviction, our conclusion, that farm labor and 
children should receive minimum wage protection. 

On October 8, 1958, the Committee of Officials on Migratory Farm 
Labor of the Atlantic Seaboard States, including most States be- 
tween Maine and Florida, adopted two resolutions: 

(1) That the Federal Government should amend the Fair Labor 
Standards Act to bar the use of young children for hire in commercial 
farming; (2) that the Federal Fair Labor Standards Act should 
be amended to provide for the inclusion of farm labor. 

Then, of course, on. February 23, “gt 9, Secretary of Labor Mitchell, 
speaking in Los Angeles, said, am convinced that agricultural 
workers must be given the saalastiae of minimum wage and maxi- 
mum hours legislation.” And he promised a study to ‘be made this 
year which would be reported to the Congress for next session. I 
would hate to think that the Congress, Senator, was behind the ad- 
ministration in recognizing this very real human need. 

To summarize, we would like to recommend to this committee the 
enactment of the extended coverage and increased minimum wage 
provisions of S. 1046 and S. 1085, which with the new changes, give 
convincing proof that all of us benefit when the Nation's prosperity 
is more adequately shared by the least prosperous among us. And 
certainly it is the proper function of Government, as President 
a pointed out, to do for the people what they’ cannot do for 
themselves 
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Millions of Americans, in my State and elsewhere throughout the 
Nation, are looking to this committee for some relief from this sub- 
minimum wage condition. And I am sure you and your associates 
in the House will meet this need. 

Senator Kennepy (presiding). Senator McNamara ? 

Senator McNamara. Mr. Chairman, I would just like to ask 2 
couple of questions. 

You indicate that your State minimum wage covers about 350,000? 

Mr. Barr. Yes, sir. 

Senator McNamara. Some of the opponents of this bill have 
pointed out before the committee that setting up minimum wage 
standards trigger a wage increase all the way “along the line in the 
industries where they apply. Do you have any comment on that? 

Mr. Barr. I think this is true, sir. We find ‘that—we had the same 
complaints, and I think to some extent there is in effect that when you 
give the fellow at the bottom of the lowest paid occupation in ‘the 
store, when you give him a nickel raise or a dime raise, you give 
everybody the same thing all the way up to the top. 

However, I might say “that this has not put out of business any of 
our firms, and I might say this, too, sir, that this generally is adduced 
as a factor which makes it uneconomic for firms to pay an adequate 
minimum wage. We find it is not the small stores which are paying 
the subminimum w ages. The worst offenders in our State were the 
national chains who were paying 55, 60, 65, 70 cents, and certainly 
there was inability to pay as the big factor in their subminimum 
wages. 

This was a practice and, as a matter of fact, they have cooperated 
wholeheartedly once we won the court case. They challenged us in 
court. We won the court case and now they are cooperating whole- 
heartedly and these chains are doing very well. 


I haven’t seen their profit statements. We haven't enough time. 
But I am sure their business has not visibly suffered at all because 
retail sales on the whole have increased. 

Senator McNamara. You held public hearings. I mean your State 
legislature held public hearings before the institution of the minimum 
wage? 

Mr. Barr. We have what is called the wage board procedure by 
which I hold the public proceeding. We set up a tripartite board 
and hold hearings all over the State, and then the tripartite board 
makes a recommendation to the secretary and the secretary does this. 

It is an administrative process. 

Senator McNamara. I was wondering if our staff had a copy of 
those hearings. It seems to me they would be valuable to us. 

Mr. Barr. “Yes, sir. We would be very happy. They are colossal. 
I would hate to give you all of them, but we might perhaps extract 
a dozen pages s which will give you the meat of it. 


(The document referr ed to follows: ) 


SUMMARY OF PROCEDURE IN DEVELOPING MINIMUM WAGE ORDERS IN 
PENNSYLVANIA 


1. Secretary of labor and industry appoints a tripartite wage board composed 
of three members representing employers, three representing employes, and 
three representing the public. 


meruee 








902 TO AMEND THE FAIR LABOR STANDARDS ACT 


2. The wage board conducts investigations to determine minimum fair wage 
standards for women and minors in the occupation. In developing the five 
recent Pennsylvania orders, the wage board held a series of public hearings to 
receive testimony and views. 

3. The beard reports its findings and recommendations to the secretary of 
labor and industry within 60 days. 

4. The secretary accepts the board’s report as the basis for a public hearing 
on its recommendations and on safeguarding regulations as approved by the 
secretary of labor and industry. Or the secretary may reject the report 
and refer it back to the same wage board or to a new wage board. 

5. After considering all the evidence, the secretary approves or disapproves 
the wage board’s recommendations. He issues an order embodying recom- 
mended minimum wage standards and regulations. 

6. This procedure is provided for by the Pennsylvania minimum wage law 
enacted May 27, 1937, Public Law 917. 


Report OF RESTAURANT, HOTEL AND MOTEL MINIMUM WAGE BOARD 


COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF LABOR AND INDUSTRY, 
RESTAURANT, HOTEL AND MOTEL, MINIMUM WAGE Boarp, 
October 7, 1958. 


Hon, WiiiiaM L. Bart, Jr., 

Secretary, Department of Labor and Industry, 
Commonwealth of Pennsylvania, 

Harrisburg, Pa. 


Dear Mr. SecrRETARY: The restaurant, hotel, and motel minimum wage board 
appointed by you pursuant to the Minimum Wage Act of May 27, 1937, Public 
Law 917, now has the honor to resubmit its recommendations, originally sub- 
mitted to you on September 29, 1958, with several changes made following the 
board’s conference with you on October 3, pursuant to section 7 of the act. 

As you know, this wage board convened and organized in response to your 
eall at Harrisburg on July 30, 1958. In charging the board with responsibility 
for recommending fair minimum wages for women and minors in restaurant, 
hotel, and motel occupations, you presented for the board’s guidance, copies of 
the Minimum Wage Act cited above and of the rules and regulations governing 
procedures for the establishment of minimum wages for women and minors, as 
amended July 24, 1958. 

On the date of cur organization meeting, we decided to invite interested 
persons to participate in four public hearings scheduled at Stroudsburg, Erie. 
Pittsburgh, and Philadelphia on August 14, 20, 22, and 26, respectively. In 
behalf of the board, the department issued publicity releases, inserted legal 
notices, and otherwise exerted itself in an effort to attract attention to these 
hearings, which helped materially in causing them to be widely noted in the 
regular news media. Many people attended these hearings and testified under 
oath. The Stroudsburg hearing was recessed to and continued in Harrisburg 
September 4, and the Pittsburgh hearing to Harrisburg September 5 in order to 
hear all witnesses who wished to appear. 

A report of a survey of wages paid to women and minors in restaurant, 
hotel, and motel occupations, and a study of the cost of a budget for an em- 
ployed woman, and other relevant facts were presented by the department of 
labor and industry. These were made part of the record of the public hearings. 

The Pennsylvania Hotels Association, the Pennsylvania Restaurant Associa- 
tion, and Pocono resort area associations presented many witnesses. All wit- 
nesses were subject to cross-examination. 

The procéedings at these public hearings, as well as the organization meeting 
of the board, were reported verbatim. Transcripts have been completed and 
provided for all board members. 

The members of the board have endeavored to observe in every respect the 
intent and requirements of the act and of the rules and regulations governing 
procedures for the establishment of minimum wages for women and minors in 
conducting their public hearings and investigation, in making findings of fact, 
and in arriving at their conclusions and recommendations. 
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FINDINGS OF FACT 


The following findings of fact are based solely on evidence and testimony ad- 
duced at the public hearings before this wage board whether or not a particular 
finding bears a specific citation to the record: 


GENERAL FINDINGS 


1. The cost of living in Pennsylvania for women and minors, as found by 
studies prepared by the Bureau of Research and Information of the Department 
of Labor and Industry, Commonwealth of Pennsylvania in conjunction with the 
Bureau of Labor Statistics and the Women’s Bureau, U.S. Department of Labor, 
is approximately $2,800 for a woman living alone and $2,500 for a woman 
living as part of a family group. 

2. This figure is based on a survey of cities in Pennsylvania of varying size 
(testimony of Dr. Bryski). Testimony on the cost of living was considered 
only insofar as it was based on data compiled in the Commonwealth. The New 
York survey (exhibit 3-10-e) was considered only insofar as its conclusion 
tended to support and corroborate the conclusions of the Pennsylvania study 
(exhibit 3-10—c). 

3. The evidence indicates that the cost of living is fairly uniform throughout 
the Commonwealth (Dr. Bryski). 

4. The cost of living for an employed woman or minor in Pennsylvania is 
substantially within the range testified to by witness Bryski and supported by 
exhibit 3—-10-e. 

5. Overtime rates are necessary to help prevent any serious reduction in em- 
ployment due to increased wage rates. The hours of permissible straight-time 
rates are based on the normal workweek in the various areas. 

6. A learner differential of approximately 25 percent is accepted practice in 
many places (e.g., Latsko, Erie, 64). 

7. The definition of the Metropolitan Philadelphia area to include everything 
within a 21-mile radius of city hall in the city of Philadelphia and the Metropoli- 
tan Pittsburgh area, as all of Allegheny County is necessary to equalize com- 
petitive conditions between hotels, motels and restaurants in these areas (e.g., 
Mr. Goodis, Philadelphia 5, et seq.). 


Restaurants 


8. Restaurants in various areas of the Commonwealth pay at a rate of $0.80 
per hour for nonservice personnel receiving meals (Crooks, Pittsburgh, 54) and 
some appear to pay at the rate of $1 per hour plus meals (Larson, Erie 178). 

%. The position of the Pennsylvania Restaurant Association, representing ap- 
proximately 1,000 restaurants throughout the Commonwealth, was that a mini- 
mum wage of $1 per hour was reasonable and fair, if adequate differentials for 
meals and tips were provided and if restaurants were given the benefit of any 
regional allowance which might be given hotels (statement of Mr. First, Harris- 
burg, 4, et seq.). 

10. Restaurants in and around the cities of Philadelphia and Pittsburgh are 
able to pay $1 per hour to their female and minor employees less the prescribed 
allowances for gratuities and meals (see Discussion). 

11. In all areas of the Commonwealth, experienced service employees are being 
paid at the rate of $1 per hour less the prescribed allowances for gratuities and 
meals (Carter, Philadelphia, 108,118; Shields, Philadelphia, 150; Ingber, Phila- 
delphia, 172; Behrenet, Erie, 58; Strassner, Erie, 65). 

12. Some employers throughout the state are paying a minimum rate to 
nonservice employees of $1 per hour less the prescribed meal allowance (Crooks, 
Pittsburgh, 54; Larson, Erie, 178). 

13. Restaurants throughout the Commonwealth can pay both their service and 
nonservice employees a minimum rate of $1 per hour less the prescribed allow- 
ances for meals and gratuities. 

14. An allowance of $0.05 per hour for nonservice employees outside of the 
Philadelphia and Pittsburgh metropolitan areas is necessary so that they may 
more easily compete with hotels for whom lower nonservice rates are prescribed 
by these recommendations. 

15. An allowance for tips of $0.35 per hour is the minimium which assures a 


waitress earnings of $1 per hour (Mong, Pittsburgh, 16-17, Ullom, Pittsburgh, 
15). 
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16. A meal allowance of $0.15 per hour is reasonable and represents the aver- 
age cost to employers for meals supplied (Ingber, Philadelphia, 172; Shields, 
Philadelphia, 156; Smith, Philadelphia, 162; Crooks, Pittsburgh, 58). 


Hotels 


17. Commercial hotels in the Philadelphia and Pittsburgh metropolitan areas 
are paying a minimum wage of $1 per hour less the meal and gratuity allowances 
prescribed in these recommendations to most of their personnel at this time or 
will be paying this wage shortly to all their employees (Goodis, Philadelphia 5, 
et seq.). 

18. Because of the wide disparity between the wages paid by a majority of the 
smaller hotels outside of the Philadelphia and Pittsburgh metropolitan areas 
and the minimum necessary for a proper standard of living, a minimum wage at 
either extreme would be grossly unfair to employers on one hand and employees 
on the other. ; 

19. A minimum wage of $0.85 per hour for a 42-hour week for nonfood occu- 
pations in hotels outside of the Philadelphia and Pittsburgh metropolitan areas 
is a fair minimum wage under the above circumstances (Mills, Harrisburg, 682). 

20. Hotel restaurants are in some instances competitiors of nonhotel restau- 
rants, so that a difference in rates would give a competitive advantage (e.g., 
Meyers, Harrisburg, 712). 

21. Many hotels pay their service employees receiving two meals a day, $0.45. 
per hour (Lippincott, Pittsburgh, 109; Warfel, Harrisburg, 45; Duffy, Harris- 
burg, 60; Clark, Philadelphia, 177, 182). 

22. Some commercial hotels outside of the Philadelphia and Pittsburgh metro- 
politan areas pay their nonservie food employees at a rate of $0.95 per hour less 
the prescribed meal allowance (Dias, Erie, 54; Venner, Erie, 153; Clark, Phila- 
delphia 176, 182). 

23. Many commercial hotels outside of the Philadelphia and Pittsburgh metro- 
politan areas are making little profit, if any, and a substantial number are 
operating at a loss. 

24. This condition has been prevalent, with the exception of a few years, since 
1929, and is evidenced by the fact that many hotels have never paid any dividends 
(e.g., Ranchil, Pittsburgh, 109; Shoemaker, Pittsburgh, 154; Clark, Philadelphia, 
186), and some have acquired substantial accumulated deficits (e.g., Shoemaker, 
Pittsburgh, 154). 

25. The situation is aggravated at the present time by the expanding network 
of high-speed highways, together with the growth of motels. Because of the 
age of most hotels, they are not able to offer as attractive services as the more 
modern motels. Also, in this particular year, the recession has aggravated this 
business since plants are either shut down or operating at low rates of produc- 
tion (Venner, Erie, 161; Brown, Erie, 168). 

26. The poor financial condition of those hotels requires that they be given 
a $0.05 per hour allowance in the minimum wage for nonservice food employees. 
A greater allowance is not warranted when the proper consideration is given the 
criteria of section 5 of the act. 

27. Some hotels outside of Metropolitan Philadelphia and Pittsburgh areas 
are able to pay at a rate of $0.85 per hour or more for maids not receiving 
meals (Dias, Erie, 54), or a corresponding rate if a meal allowance is used 
(Flickinger, Harrisburg, 684; Meyers, Harrisburg, 704). 

28. The poor financial condition of these hotels requires that they be given 
a differential of $0.15 per hour (a minimum wage of $0.85 per hour) in the pay of 
chambermaids, laundry workers, and all other personnel not engaged in food 
services together with the prescribed meal allowances, if applicable. This is 
the lowest minimum wage commensurate with the best interests of the 
Commonwealth. 

29. A meal allowance of $0.15 per hour for the first meal and $0.05 per hour 
for each additional meal is reasonable for hotels outside the Philadelphia and 
Pittsburgh metropolitan area due to higher costs in these establishments (e.g., 
Venner, Erie, 157, et seq; Mills, Harrisburg, 673; Meyers, Harrisburg, 709). 
Such a rate also reflects accurately the sums properly allocable to the present 
wages of these employes for meals. 

30. A lodging differential of $5 per week in commercial hotels appears fair, 
due to the fact that because of the low occupancy rate of hotels in this State, 
the space would not normally be used. 
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31. Resort hotels face keen competition from resorts in nearly every State 
(e.g., Swenson, Stroudsburg, 307; Anchel, Stroudsburg, 302). 

32. An employee at a resort hotel is given a financial advantage since trans- 
portation, recreation, and other miscellaneous expenses are provided him by the 
resort. This affects both the cost of living of the employees and the reasonable 
value of the services rendered. 

33. Resort hotels bring in substantial revenue to this Commonwealth (Swen- 
son, Stroudsburg, 306). 


Motels 


34. Little testimony was presented concerning motels. The only owner of a 
motel who testified paid rates in excess of $1 per hour (Gonda, Erie, 173). 

35. There was substantial testimony to the effect that the motel industry is 
vigorous and expanding; and by reason of the fact that it is uniquely designed 
to furnish lodging services to a motoring public, has an inherent advantage 
over hotels (e.g., Ranchel, Pittsburgh, 105; Brown, Erie, 167). 

36. The criteria of section 5 of the Minimum Wage Act have been considered 
and, on the basis of these criteria, a minimum wage of $1 per hour is considered 
fair and reasonable for motels. 

37. Little testimony was presented concerning amusement food services. How- 
ever, statements of Mr. McNees (Harrisburg, 6 et seq.) and the testimony of Mr. 
Stowe (Pittsburgh, 61) indicates that the bulk of these services should be treated 
as part of a separate order for “amusement occupations.” 

38. Restaurants in amusement parks, serving regular meals, are no different 
from other restaurants and should be treated identically. Therefore, the recom- 
mendations applicable to restaurants generally should apply to restaurants in 
or incidental to an amusement park or facility. 


DISCUSSION 


This Board was confronted with two major problems: The competition between 
the three industries covered and the weak financial position of commercial hotels 
outside of Philadelphia and Pittsburgh. 

The Board considered the evidence and concluded that a wage in excess of 
$1 per hour was the minimum necessary to enable a woman to maintain a proper 
standard of living. In most cases, the Board further found that employers in 
the industry affected could pay a wage of at least $1 per hour and further 
that the wage represented the fair value of services rendered. 

However, the weakness of the commercial hotel industry in the smaller cities 
required some special consideration with the result that the indicated allowances 
were provided. However, the differential granted for non-food-service em- 
ployees in these hotels would have given them a competitive advantage over res- 
taurants, with the result that the latter were given the same differential. 

The Board also recommends that refreshment stands in amusement facilities 
be treated as part of any future order dealing with amusement occupations since 
the problems seem to be similar in both. 


CONCLUSIONS 


1. The minimum cost of living for women and minors in restaurant, hotel and 
motel occupations is in excess of $1 per hour. 

2. The reasonable values of services rendered in these occupations is $1 per 
hour. 

3. The wage rates recommended in this report are those voluntarily main- 
tained by some employers in the industries affected. 

4. The wage rates and regulations recommended in this report reflect the 
competitive problems of the affected industries. 

5. The wage rates and recommendations are consistent with the criteria of 
the act and recognize the problems of the industries. 


RECOMMENDED MINIMUM FAIR WAGE STANDARDS 


Basic hourly rate——$1 an hour for restaurant, hotel, and motel and miscel- 
laneous lodging occupations with the following allowances and exceptions: 
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Allowances 

For tips to service employees, 35 cents an hour; 

For meals furnished by employers, 15 cents an hour, except that in hotels 
outside Metropolitan Philadelphia and Pittsburgh such allowance may be in- 
creased to 20 cents an hour if two meals a day are furnished and to 25 cents an 
hour if three meals a day are furnished ; 

For lodging furnished by the employer, $5 a week; 

For nonservice employees in restaurants and in food occupations in hotels 
outside Metropolitan Philadelphia and Pittsburgh 5 cents less per hour for time 
worked ; 

For other nonservice employees in hotels outside Metropolitan Philadelphia and 
Pittsburgh 15 cents less per hour for time worked. 


Exception for resort hotels 


For employees who work 48 hours or less in any week but more than 3 days 
or 24 hours a week, weekly rates as follows: $35 for nonservice employees, $30 
for chambermaids, and $25 for service (i.e. tip) employees with allowances of 
$5 a week for lodging and $8 a week for meals received. 

For employees working less time in any week, the minimum hourly rate shall 
be one-fortieth of the applicable weekly rate. 


REGULATIONS 


ADMINISTRATIVE REGULATIONS 
1. Overtime rate 


Every employer shall pay one and one-half times the applicable minimum 
hourly wage rate (less allowances) for time work (@) in excess of 40 hours a 
week in metropolitan Philadelphia and Pittsburgh and (0b) in excess of 42 hours 
a week in the remainder of the States. Exception: For employment in resort 
hotels the employer shall pay overtime for hours worked in excess of 48 a week or 
worked on the seventh day of the week at one and one-half times the minimum 
rate applicable to the classification of the employe based on a 48-hour week. 


2. Learners 


Employers are entitled to an allowance for learners of 25 percent of the 
applicable rate (exclusive of lodging and meal allowances) for experienced em- 
ployes. An employer may pay wages at the applicable learner rate to no more 
than one employee to two other persons, or fraction thereof, regardless of age 
or sex, employed in the establishment. 


3. Minimum call-in pay 


On any day an employe reports for duty at the request of or with the permission 
of the employer, such employee shall be paid for at least 38 hours of work at the 
applicable minimum rate. 


4. Additional rate for spread of hours 


On any day in which the spread of hours exceeds 10 between beginning and 
ending of the workday (i.e. time worked, plus time off for meals plus time off 
duty) an employe shall be paid $1 in addition to wages otherwise payable, 
except that with respect to a hotel dining room employee outside metropolitan 
Philadelphia and Pittsburgh the employee regardless of spread of hours shall be 
paid $1 in addition to wages otherwise payable on any day when the time worked 
is broken by more than one interval off duty other than meal periods of 1 hour 
or less. 

This regulation shall not apply to resort hotels. 


5. Diversified employment 


In any day in which an employee engages for 25 percent or more of his working 
time in an occupation or class of employment with a higher rate under the same 
or a different minimum wage order, the employee shall be paid for such entire 
day at the rate for the occupation or class of employment with the higher rate. 
Such employee shall be entitled to all benefits of whichever minimum wage order 
is applicable for the day. 


6. Uniforms 


If a regular employee is required to wear a uniform of a type required by the 
employer, the employer shall pay the cost of its purchase and laundering or 
cleaning; or if the employer, by failure or choice, does not do so, the employe 
shall be paid an additional sum of 5 cents an hour or $1.50 for a full workweek 
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of 40 hours or more, whichever is less. This regulation is not applicable to the 


laundering and cleaning of uniforms made of materials that do not require 
pressing. 


7. Method of computing minimum wage 


The wage paid shall be at least the minimum wage rate, irrespective of the 
method of payment, whether by time, piece, commission or otherwise. In no 
case shall gratuities or tips be counted as part of the minimum wage. 


&. Time and method of payment 


The employer shall pay all wages due to his employes at least semimonthly 
on regular paydays designated in advance by the employer. Not more than 7 
days may elapse between the end of the pay period and the designated payday. 
Minimum wages shall be paid in cash or by check convertible into cash at full 
face value. 

Deductions 


The minimum wage shall be subject to no deductions whatsoever other than 
(a) those provided by law, (b) those as may be requested by employee and agreed 
to by employer, within such categories as may be approved by the Department 
of Labor and Industry. 

10. Travel expenses 


An employee who is required by the employer to travel as part of his duties 


shall be reimbursed for travel time and for actual travel expenses incurred, 
including food and lodging. 


11. Handicapped workers 


No woman or minor whose earning capacity has been impaired by physical 
or mental deficiency or injury may be paid less than the minimum wage unless 
a license, specifying a minimum wage commensurate with the employee’s pro- 
ductive capacity, has been obtained by the employer from the Department of 
Labor and Industry. Such license shall be granted only upon joint application 
of employer and employee. 

12. Records and statements to employees 


Every employer subject to this wage order shall maintain and make available 
for inspection at the place of employment for a period of at least 2 years, 


or longer if required by the Department of Labor and Industry, accurate informa- 
tion for each employee including : 


(a) Name and address of employee, 


(b) Hours worked daily including time of beginning and ending each 
work period, 
(c) Total hours worked and total wages paid each pay period, 
(d@) Employment certificate showing date of birth for each minor under 
18 years of age, 
(e) Date of birth for each male minor 18 and under 21 years of age, 
(f) Designation as minor for each male minor on payroll record, 
(7g) Designation of each service employee, each employee receiving meals 
and each employee receiving lodging, 
(hk) Designation of each learner, the date when hired as a learner, and 
the date when such learner completed 600 hours of employment as a learner. 
Every employer shall furnish a statement to each woman or minor employee 
With each payment of wages which shall clearly show the total earnings and 
deductions ; and for each such payment shall make available to each employee 
on request information on hours worked and the rates paid. To each learner 
the employer shall furnish with his first payment of wages a statement of his 
learner classification and rate, and with the last payment of wages at the learner 
rate a statement of his completion of 600 hours experience in the occupations at 
which he has been employed. 
73. Posting of order 


Every employer shall keep a copy of this order posted in a conspicuous place 
Where all employees can read it. 


DEFINITIONS 
1. “Restaurant occupations” means any activity connected with or incidental 
to the preparation of or offering of food or beverage for human consumption 


either on the employer’s premises or elsewhere by such services as, but not lim- 
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ited to, catering, banquet, box lunch, or curb service, whether such service or 
services are operated as the principal business of the employer or as a unit of 
another business and whether they are offered to the public, to employees, to 
members or guests of members, or to residents of colleges or universities. It 
excludes hotels including resort hotels, as defined below. The term excludes 
(1) domestic service in the home of the employer, (2) services in a religious 
community or charitable institution, (3) activities in establishments where food 
or lodging services are not available to the public but are incidental to the care, 
instruction, or medical treatment of children, the sick or infirm, and (4) activi- 
ties in the operation of refreshment stands in places of amusement where food 
nnd beverages are prepared or served with no seats provided for customers. 

2. “Hotel occupations” means any activity in an establishment commonly 
known as a hotel engaging primarily in providing lodging and meals to the 
general public on a fee basis with service available 24 hours a day, and in any 
resort hotel. The term includes work in a laundry operated for use of the hotel 
and its guests. 

3. “Resort hotel” is one that (1) provides accommodations of a vacational and 
recreational nature and meals and lodging to the public or to members or guests 
of members; (2) provides without charge, on a weekly basis, lodging accom- 
modations and meals te the majority of its employees; and (3) meets one of 
the three following criteria of seasonal operation : 

(a) Operates for not more than 7 months in any calendar year, or 

(b) Being located in a rural community or in a city, borough, town, or 
township of less than 15,000 population, increased its number of employee 
workdays (including adult males) during any consecutive 4-week period 
by at least 100 percent over the number of employee workdays (including 
adult males) in any other consecutive 4-week period within the preceding 
calendar year, or 

(c) Being located in a rural community or in a city, borough, town, or 
township of less than 15,000 population, increased its number of guest days 
during any consecutive 4-week period at least 100 percent over the number 
of guest days in any other consecutive 4-week period in the preceding 
calendar year. 

4. “Motel and miscellaneous lodging occupations” means any activity, not in 
a hotel, connected with or incidental to the provision of lodging, whether such 
service or services are operated as the principal business of the employer or as 
a unit of another business and whether they are offered to the public, to em- 
ployees, to members or guests of members, or to residents of colleges and uni- 
versities. It includes, but is not limited to, motels, tourist homes, residence 
halls, apartment hotels, lodging houses and clubs, unless they specifically 
qualify as a hotel or resort hotel in accordance with the definitions above. The 
term excludes (1) domestic service in the home of the employer, (2) services in 
a religious community or charitable institution, and (3) activities in establish- 
ments where the lodging services are not available to the public but are inci- 
dental to the care, instruction, or medical treatment of children, the sick, or 
infirm. 

5. “Employer” includes any person, firm, or corporation or officer or agent 
of a corporation who bires for compensation persons and directly or indirectly 
controls hours, wages, or working conditions of any employee in a restaurant, 
hotel, motel, or miscellaneous lodging occupation, as defined above. 

6. “Employee” means a woman 21 years of age or over or a minor under 21 
years of age of either sex in a restaurant, hotel, motel, or miscellaneous lodging 
occupation as defined above except (a) executives earning a guaranteed salary 
of at least $60 a week and (0b) caddies at a resort hotel. 

7. “Metropolitan Philadelphia and Pittsburgh” means (a) all cities boroughs, 
and townships any part of which falls within a radius of 21 air-miles of City 
Hall, Philadelphia, and (0) all of Allegheny County. 

8. “Service employee” means an employee who directly serves patrons or 
guests and who regularly receives gratuities in an amount at least equal to the 
difference between the minimum wage at the service employee rate and the 
minimum wage at the nonservice employee rate, and all of whose work is 
customarily part of a “tip’’ employee’s duties. 

9. “Nonservice employee” means all employees except (1) service employees 
and (2) chambermaids in resort hotels. 

10. “Chambermaid” means only an employee in a resort hotel whose duties 
relate solely to the cleaning and servicing of guest rooms, and who receives 
gratuities at least equal to the difference between chambermaid rate and non- 
service rate. 
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11. “Learner” means an employee with less than 600 hours cumulative ex- 
perience in occupations of the same general type as that in which the employee 
is currently employed. 

12. “Food occupation” means any work in the dining room department of a 
hotel. 

13. “Meal” means adequate portions of a variety of wholesome and nutritious 
foods, provided by the employer to the employee without charge at the usual 
mealtimes or as nearly as possible thereto. A meal shall include at least one 
of the types of food from all four of the following groups: (1) fruits or vege- 
tables; (2) cereals, bread, or potatoes; (3) eggs, meat, fish, or poultry; (4) 
milk, tea, or coffee; except that for breakfast group (3) may be omitted if both 
cereal and bread are offered in group (2). Payment of a rate with meal allow- 
ance to a nonservice employee in other than a restaurant or food occupation 
shall be optional with the employee. 

14. “Lodging” means living accommodations which are adequate, decent, and 
sanitary according to usual and customary standards. 

15. “Time worked” includes time of permitted attendance at place of work, 
including waiting time, whether or not work is provided, and time spent in 
traveling as part of the duties of the employee. It shall not include time spent 
on the employer’s premises for the convenience of the employee. 

The board suggests that, for the convenience of employers and employees ip 
acquainting themselves with the minimum wage rates and regulations applicable 
to them, the Department promulgate these recommended minimum wage rates 
and regulations in separate orders for restaurant occupations, for hotel occupa- 
tions, and for motels and miscellaneous lodging occupations. The Board’s rec- 
ommendation is that the minimum wage of $1 an hour for motel and miscel- 
laneous lodging occupations be subject to no allowances or exceptions other than 
the allowance for lodging furnished the employee by the employer. 

Respectfully submitted and recommended. 

Signed this 7th day of October 1958. 

Frederic G. Weir, Chairman; Sadie T. M. Alexander; Maxine Y. Wollston ; 
Ben Josephson; L. Gardner Moore; Fred G. Sampson; Alfonso 
Catarino; August Z. Sommers; Lawrence Stoltz, 





COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF LABOR AND INDUSTRY, 
November 6, 1958. 


ANNOUNCEMENT CONCERNING DIRECTORY MINIMUM WAGE OrpeERS No. 1, 3, AND 5, 
RESTAURANT, HOTEL, AND MOTEL OCCUPATIONS 


zt, 


cepted on October 7, 1958, the report and recommendations submitted to me on 
October 3, 1958, by the restaurant, hotel, and motel minimum wage board ap- 
pointed by me to report upon the establishment of minimum fair wages for 
women and minors in restaurant, hotel, and motel occupations. This acceptance 
was given after consultation with the board for October 7, 1958, pursuant to 
section 7(1) of the Minimum Wage Act, at which time the board modified some 
of its recommendations in its original report of September 29, 1958, submitting 
its revised report to me on October 7, 1958. 

A publie hearing was held before me on October 27, 1958, after due notice, at 
which testithony and argument were heard, under oath, and at which the wit- 
nesses were subject to cross-examination by all interested parties. In addition, 
the entire record of the proceedings before the wage board was admitted into 
evidence. This was proper, since these proceedings were quasi-judicial in 
nature, with notice, the right to confrontation and cross-examination, and the 
right to produce testimony accorded to all interested persons. 
made to the admission of the record. 

On the basis both of the evidence contained in the record of the wage board, 
and the evidence and argument given at the hearing before me on October 27, 
1958, and after an independent consideration of this evidence with respect to the 
criteria of section 5 of the act, the Department hereby shall and does approve 
the report of the restaurant, hotel, and motel minimum wage board of October 
7, 1958; and on this day does promulgate directory minimum wage order No. 1 
for hotel occupations, directory minimum wage order No. 3 for restaurant oceu- 


Pursuant to the provisions of the act of May 27, 1937, Public Law 917, I ac- 


No objection was 
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pations, and directory minimum wage order No. 4 for motel and miscellaneous 
lodging occupations. These orders will be effective January 1, 1959. 


FINDINGS OF FACT 


1. The cost of living for women and minors in Pennsylvania is in excess of 
$2,400 per year when living as part of a family group and greater than this when 
living alone; this figure is fairly uniform throughout the Commonwealth (testi- 
mony of Dr. Bryski, exhibit 3-10—C) ; these are also supported by the testimony 
of various employees who testified (e.g., Martha Aprile, Stroudsburg 113, Theresa 
A. Blue, October 27, N.T. 115). 

2. The differential provided for gratuities and meals is in aceord with cur- 
rently recognized values attributed to them in the restaurant occupations (see 
testimony cited in wage board findings of fact 8, 15, 16). 

3. One dollar per hour, less the indicated differential for gratuities and meals, 
represents the wages being paid by restaurant employers voluntarily maintaining 
minimum fair wages in all areas of the Commonwealth (see testimony cited in 
wage board findings of fact 8, 10, 11, 12). 

4. One dollar per hour, less the indicated differentials, represents the reason- 
able value of services rendered in the restaurant occupations. On the basis of the 
record, these are at or near the prevailing wages in these occupations. 

5. Some employers in the hotel occupations are presently paying, voluntarily, 
wages of 95 cents or more per hour, less the prescribed differential to their food 
service employees (see testimony cited in wage board findings of fact 17, 21, 22) 
and 85 cents per hour or more to their lodging employees (see testimony cited 
in wage board findings of fact 17 and 28. 

6. On the basis of the record, the recommended rates are at or near the rea- 
sonable value of services rendered in hotel occupations. 

7. The differentials prescribed for gratuities, meals, and lodging represent those 
presently allowed in the industry, and are fair, in terms of both the benefit 
accruing to employees and the cost to the employer (see testimony cited in wage 
board findings of fact 17, 21, 27, 29, 30). 

8. The generally lower wages paid in nonmetropolitan hotels, and their inability 
to maintain satisfactory occupancy rates, justify that they be given a differential 
of 5 cents per hour for their nonservice food personnel, 15 cents per hour for their 
lodging personnel. The additional differential allowed for meals is justified be- 
cause generally the employees receive more substantial higher cost meals. The 
granting of these differentials is the most satisfactory method of meeting the 
problems of the nonmetropolitan hotel. 

9. The granting of a 5-cent-per-hour differential in the wage rate for non- 
metropolitan restaurant employees is justified because of competition between 
hotel restaurants and other restaurants in these areas. 

10. The rates provided for resort hotels are reasonable in light of the dis- 
tinetive characteristics of resort employment, the fact that the majority of 
employees live at the resort, and the competition which these operations faee 
from other States. (See testimony cited in Wage Board Findings of Fact, 
31, 32, 33). 

11. Motel operators are voluntarily paying wages at present of $1 or more 
per hour. 

12. On the basis of the record, $1 per hour is at or near the reasonable 
value of services in the motel occupations. 

13. The various regulations recommended in the report are proper and serve 
to safeguard the minimum fair wage standards recommended by the Wage 
Board. 

DISCUSSION 


Extensive testimony was presented before the Wage Board at hearings con- 
ducted with full due process. For this reason, comparatively little evidence 
was presented at the hearing before me on October 27, 1958, and my approval 
is based, of necessity, largely on the record as compiled by the Board. 

However, in approving the report, I am favorably influenced by the fact that 
Mr. Fred Sampson, executive secretary of the Pennsylvania Restaurant Asso- 
ciation, Samuel Goodis, Esq., an attorney representing the Philadelphia Hotel 
Association, Mr. William J. Altier, representing the Pocono Mountain Vacation 
Bureau, Mr. J. Lynn Carter, representing numerous small restaurants in Penn- 
svlvania, Mr. George Krohe, representing the Isaly Dairy Co., Mr. William S. 
Livengood, representing the Pennsylvania Hotels Association, and Sidney G. 
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Handler, Esq., representing the Pennsylvania Federation of Labor, all expressed 
satisfaction with the wage rates recommended, although many of these persons 
were desirous of various changes in the regulations and definitions. 

The major issue raised at this hearing concerned the rates established for 
motels and miscellaneous lodging occupations. This objection was made by Mr. 
Livengood, representing the Pennsylvania Motels Association. Two motel 
operators in the Bedford area and one operator in the Somerset area testified 
that they were paying wages substantially below the recommended dollar per 
hour for chambermaids and did not think that they could increase their wages 
and still show a reasonable profit. All these operators were located in the 
vicinity of interchanges of the Pennsylvania Turnpike, the users of which 
constituted the single largest source of business. They testified that in these 
areas, a very great increase in the number of units has resulted in a very high 
degree of competition, resulting in reduced profits. It is difficult to determine 
whether these problems are general throughout the industry or unique to 
these areas. For example, Mr. Shoemaker, the Somerset operator, testified 
that his occupancy rate was 93 percent. This high occupancy rate indicates 
that his establishment is basically sound, especially when compared to non- 
metropolitan hotels. In addition, these hotels must maintain 24 hour service 
for their patrons utilizing standby personnel, whose working hours include a 
relatively high amount of waiting time; motels do not offer this service. Only 
one motel witness testified before the Wage Board, and he was paying in excess 
of $1 per hour. On the basis of the testimony of this witness, and the record 
of the Board in general, and the testimony presented before me, I am per- 
suaded that this order will, at the most, result in a hardship to only a few 
localized segments of the motel industry. The record in this matter does not 
contain sufficient data to determine the extent of such possible hardship or 
whether it would be possible to issue an order ameliorating it. Since I am 
convinced, on the basis of the present record, that the rate of $1 per hour in 
this industry is in conformity with the criteria of the Minimum Wage Act, I 
feel it would be improper for me to disapprove this report without more evi- 
dence, indicating that it is improper. 

A number of specific objections were presented concerning various regula- 
tions contained in the report of the Wage Board. Mr. H. R. Reidenbaugh, 
executive secretary, Pennsylvania Association of Colleges and Universities, 
objected to the inclusion of various activities of colleges and universities, fear- 
ing that this would affect the tax-exempt status of these institutions. This pro- 
Vision will be clarified by an interpretative bulletin to explain the original 
intention of the Board, as expressed to the Department. This is to include 
activities of these institutions which are commercial in nature, but to exclude 
those which form an integral part of the institutions’ functions. 

Various objectives were made by Mr. Livengood concerning the suggested 
regulations in the report, as they pertain to hotels and motels. Of these, the 
objection concerning recordkeeping for 3 years, has been reduced to 2 years 
(or longer if required by the Department). This more limited provision was 
that recomended by the Board, the 3-year period being the result of an error 
in transcription. The extension authorizes the Department to require that 
records be kept where an establishment is under investigation. This will be 
further clarified by an interpretative bulletin. The objection concerning the 
option of hotel lodging employees to accept meals will be met, I believe, by an 
interpretative bulletin to be issued on this matter by the Department. This 
bulletin will interpret this provision in light of the intention of the Wage Board. 
Mr. Selbach, operator of a hotel located within the Metropolitan Philadelphia 
area, testified that he should be given a more substantial meal allowance since 
his employees lived and ate in his hotel. This objection, and those concerning 
an increase in straight time hours, a change in the provisions concerning spread 
of hours and an exemption for short season resort hotels may be met through 
the procedures of section 11(2) of the Minimum Wage Act, if upon further 
investigation, the problems appear serious enough to warrant such action. It 
should be noted that there was no evidence offered in support of the objections 
concerning overtime and the spread of hours. 

I am adopting the suggestion of the Wage Board, and issuing their recom- 
mendations as to minimum fair wage rates and regulations in the form of three 
separate minimum wage orders. In approving this report, I have considered the 
exclusion by the Board of most food services in places of amusement. I am de- 
ferring this matter for inclusion in an investigation and wage board action 
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covering the amusement occupations generally. I am postponing the effective 
date of these orders until January 1, 1959, in response to the industry suggestion 
that this will better facilitate adjustment in their accounting procedures. 

In conclusion, I believe that these orders are fair and reasonable, are in 
conformity with the intent and criteria of the act, and will promote the health 
and well-being of women and minors employed in these occupations without 
unduly burdening their employers. 


CONCLUSIONS 


1. The wage rates with the appropriate differentials, and the regulations 
recommended in this report meet the criteria of section 5 of the Minimum 
Wage Act, and this report is approved by me after an independent considera- 
tion of these criteria on the basis of the entire record. 

2. The wage rates with the appropriate differentials, and the recommenda- 
tions recommended in this report reflect consideration not only of the needs. 
of the affected employees but also of their employers. 

3. The wage rates with the differentials recommended in this report consti- 
tute fair minimum wages for the various occupations affected. 

Signed this 6th day of November 1958. 

WILLIAM L. Bart, Jr., 
Secretary of Labor and Industry. 

Mr. Barr. I would very much like to, if I might, leave with the 
staff, sir, copies of the minimum wage orders which we have suc- 
ceeded in putting through in the State here in the last couple of years. 
(See p. 913 ff.) 

Also, sir, I would like, if I might also, to leave with you some of 
the letters which we have received from the folks which were getting 
these subminimum wages, and they are heartrending letters. (See 
p. 927 ff.) 

Generally speaking, they were not signed or if they were signed, 
there was a plea on there, please don’t tell my boss. These folks are 
scared to death generally speaking to speak up. We had an almost 
impossible time, short of subpena, to get these girls to come in and 
tell about these situations. 

But although these wages are terribly subminimum wages—I am 
going to Altoona this afternoon on this problem—paying 55 cents 
an hour, although they are terribly subminimum wages, still these 
jobs, poor as they are, are very often the difference between survival 
and not survival, and so we call these the voiceless people. 

You see, they are not organized. They haven’t got the courage to 
stand up and speak. They don’t have any backing at all, and they 
are afraid of being sacked, so that our files are full of these-letters 
which were considered by our people. 

Senator McNamara. Mr. Chairman, I would suggest that these 
wage orders be made part of the record. 

Senator Kennepy. Without objection, it is so ordered. 
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(The wage orders and letters referred to follow :) 
[Post and keep posted in a conspicuous place where all employees can read] 
EFFECTIVE JANUARY 1, 1959 


COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF LABOR AND 
INDUSTRY 


Directory MINIMUM WAGE ORDER No. 5—MOTEL AND MISCELLANEOUS LODGING 
OCCUPATIONS 


Promulgated under the authority of act of May 27, 1937, Public Law 917 


DEFINITIONS 


1. “Motel and miscellaneous lodging occupations” means any activity, not ina 
hotel, connected with or incidental to the provision of lodging, whether such 
service or services are operated as the principal business of the employer or 
as a unit of another business and whether they are offered to the public, to 
employees, to members or guests of members, or to residents of colleges and 
universities. It includes, but is not limited to, motels, tourist homes, residence 
halls, apartment hotels, lodging houses and clubs, unless they specifically qualify 
as a hotel or resort hotel. The term excludes (1) domestic service in the home of 
the employer, (2) services in a religious community or charitable institution, 
and (3) activities in establishments where the lodging services are not available 
to the public but are incidental to the care, instruction, or medical treatment 
of children, the sick or infirm. 

2. “Employer” includes any person, firm, or corporation or officer or agent of a 
corporation who hires for compensation persons and directly or indirectly con- 
trols hours, wages, or working conditions of any employee in a motel or miscel- 
laneous lodging occupation, as defined above. 

3. “Employee” means a woman 21 years of age or over or a minor under 21 
years of age of either sex in a motel or miscellaneous lodging occupation, as 
defined above, except executives earning a guaranteed salary of at least $60 
a week. 

4. “Metropolitan Philadelphia and Pittsburgh” means (a) all cities, boroughs, 
and townships any part of which falls within a radius of 21 air miles of City 
Hall, Philadelphia and (0) all of Allegheny County. 

5. “Learner” means an employee with less than 600 hours cumulative exper- 
fence in occupations of the same general type as that in which the employee 
is currently employed. 

6. “Lodging” means living accommodations which are adequate, decent, and 
sanitary according to usual and customary standards. 

7. “Time worked” includes time of permitted attendance at place of work, 
including waiting time, whether or not work is provided, and time spent in 
traveling as part of the duties of the employee. It shall not include time spent 
on the employer’s premises for the convenience of the employee. 


MINIMUM WAGE RATES FOR MOTEL OCCUPATIONS AND MISCELLANEOUS LODGING 
OCCUPATIONS 


Every employer shall pay to each employee for time worked not less than the 
following: 








Straight Overtime 
hourly rate | hourly rate 
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1. Overtime rate 


Every employer shall pay 114 times the applicable minimum hourly wage rate 
for time worked (a) in excess of 40 hours a week in metropolitan Philadelphia 
and Pittsburgh, and (b) in excess of 42 hours a week in the remainder of the 
Commonwealth. 


2. Learners 


Employers are entitled to an allowance for learners of 25 percent of the 
applicable rate (exclusive of lodging and meal allowances) for experienced 
employees. An employer may pay wages at the applicable learner rate to no 
more than one employee to two other persons, or fraction thereof, regardless 
of age or sex, employed in the establishment. 


8. Minimum call-in pay 


On any day an employee reports for duty at the request of or with the permis- 
sion of the employer, such employee shall be paid for at least 3 hours of work 
at the applicable minimum rate. 


4. Additional rate for spread of hours 


On any day in which the spread of hours exceeds 10 between beginning and 
ending of the workday (i.e., time worked, plus time off for meals plus time off 
duty) an employee shall be paid $1 in addition to wages otherwise payable. 
3. Diversified employment 

In any day in which an employee engages for 25 percent or more of his work- 
ing time in an occupation or class of employment with a higher rate under the 
same or a different minimum wage order, the employee shall be paid for 
such entire day at the rate for the occupation or class of employment with the 


higher rate. Such employee shall be entitled to all benefits of whichever mini- 
mum wage order is applicable for the day. 


6. Uniforms 


If a regular employee is required to wear a uniform of a type required by 
the employer, the employer shall pay the cost of its purchase and laundering or 
cleaning; or if the employer, by failure or choice, does not do so, the employee 
shall be paid an additional sum of 5 cents an hour or $1.50 for a full workweek 
of 40 hours or more, whichever is less. This regulation is not applicable to the 
laundering and cleaning of uniforms made of materials that do not require 
pressing. 

7. Method of computing minimum wage 


The wage paid shall be at least the minimum wage rate, irrespective of the 
method of payment, whether by time, piece, commission, or otherwise. In no 
ease shall gratuities or tips be counted as part of the minimum wage. 


8. Time and method of payment 


The employer shall pay all wages due to his employees at least semimonthly 
on regular paydays designated in advance by the employer. Not more than 
7 days may elapse between the end of the pay period and the designated payday. 
Minimum wages shall be paid in cash or by check convertible into cash at full 
face value. 

9. Deductions 


The minimum wage shall be subject to no deductions whatsoever other than 
(a) those provided by law, (0) those as may be requested by employee and 
agreed to by employer, within such categories as may be approved by the depart- 
ment of labor and industry. 

10. Travel expenses 


An employee who is required by the employer to travel as part of his duties 
shall be reimbursed for travel time and for actual travel expenses incurred, 
including food and lodging. 


14. Handicapped workers 


No woman or minor whose earning capacity has been impaired by physical or 
mental deficiency or injury may be paid less that the minimum wage unless a 
license, specifying a minimum wage commensurate with the employee’s produc- 
tive capacity has been obtained by the employer from the department of labor 
and industry. Such license shall be granted only upon joint application of 
employer and employee. 
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12. Records and statements to employees 


Every employer subject to this wage order shall maintain and make available 
for inspection at the place of employment for a period of at least 2 years (or 
longer if required by the department of labor and industry) accurate information 
for each employee including: 
(a) Name and address of employee, 
(b) Hours worked daily including time of beginning and ending each 
| work period, 
(c) Total hours worked and total wages paid each pay period, 
(d@) Employment certificate showing date of birth for each minor under 
18 years of age. 
(e) Date of birth for each male minor 18 and under 21 years of age, 
i (f) Designation as minor for each male minor on payroll record, 
(g) Designation of each employee receiving lodging, 
(h) Designation of each learner, the date when hired as a learner, and 
the date when such learner completed 600 hours of employment as a learner. 
Every employer shall furnish a statement to each woman or minor employee 
with each payment of wages which shall clearly show the total earnings and 
deductions; and for each such payment shall make available to each employee 
on request information on hours worked and the rates paid. To each learner 
the employer shall furnish with his first payment of wages a statement of his 
learner classification and rate, and with the last payment of wages at the learner 
rate a statement of his completion of 600 hours experience in the occupations at 
which he has been employed. 


13. Posting of order 


Every employer shall keep a copy of this order posted in a conspicuous place 
where all employees can read it. 


14. Effective date 
This order shall be effective January 1, 1959. 
By Order of: 
Wiru1M L. Batt, Jr., 


Secretary of Labor and Industry 
NOVEMBER 6, 1958. 





Mazimum hours—The maximum hours of work legally permissible regard- 
less of overtime pay are— 

For women 18 and over—10 hours a day and 48 hours a week (women’s 
labor law) ; 

For minors under 18—8 hours a day and 44 hours a week (child labor 
law). 

Wages of men employees.—The equal-pay law of 1947 requires than an em- 
ployer may not discriminate between men and women in the wages paid for any 
occupation, except as a reasonable differentiation exists (sec. 2, act of July 7, 

1947, Public Law 1401). 

Offices of the Bureau of Women and Children: Harrisburg, 1404 Labor and 
: Industry Building ; Pittsburgh, State Office Building; Altoona, 308 Central Trust 
| Building; Philadelphia, State Office Building. 


[Post and keep posted in a conspicuous place where all employees can read] 
EFFECTIVE JANUARY 19, 1959 
COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF LABOR AND INDUSTRY 
MANDATORY MINIMUM WAGE OrpER No. 4—RETAIL TRADE OCCUPATION 
Promulgated under the authority of act of May 27, 1937, Public Law 917 


DEFINITIONS 


1. “Retail trade occupations” include selling or offering for sale at retail any 
goods, wares, merchandise, articles, or things, and all occupations, operations, 
and services in connection therewith or incidental thereto. It excludes minors 
lawfully employed in the sale and delivery of newspapers and magazines, and 
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services in a charitable institution. It includes the occupation of any employee 
engaging in whole or in part in a retail trade occupation in a wholesale, discount 
or other mercantile establishment that makes at least 10 percent of its dollar 
volume of sales to the ultimate consumer. 

2. “Employee” means a woman 21 years of age or over or a minor under 21 
years of age of either sex in a retail trade occupation, as defined above, except 
(a) an executive or buyer earning a guaranteed salary of at least $60 a week, 
or (b) a person while engaging in supervised practice of professional duties to 
meet professional training requirements of an institution of higher education or 
of a State professional examining board for a State professional license. 

3. “Employer” includes any person, firm, or corporation or officer or agent of 
a corporation who hires for compensation persons and directly or indirectly 
controls hours, wages, or working conditions of any employee in a retail trade 
occupation, as defined above. 

4. “Learner” means (a) any minor under 18 years of age who (1) is legally 
certificated and employed under the child labor law and (2), if working outside 
school hours on a day or a week when attending school, is employed not in 
excess of 4 hours a day or 28 hours a week, and (0) any employee other than 
such a minor with less than 600 hours spent in the occupation. This shall 
include all hours of experience with previous employers as reported by the 
employee. For purpose of this definition “occupation” shall mean (1) any work 
in a gasoline service station or automotive establishment, (2) any work in a 
food store, (8) any work in a drug or variety store, (4) any work in a department, 
apparel, or dry goods store, or (5) any work in any other kind of retail 
establishment. 

5. “Time worked” includes time of permitted attendance at place of work, 
including waiting time, whether or not work is provided, and time spent in 
traveling as part of the duties of the employee during his normal working hours, 
It shall not include time spent on the employer’s premises for the convenience 
of the employee. 

MINIMUM WAGE RATES 


For purposes of this order : 
Zone 1— includes cities having 500,000 or more population. 
Zone 2—includes cities, boroughs, towns, and townships of 10,000 popu- 
lation and less than 500,000 population. 
Zone 3—includes cities, boroughs, towns, and townships of less than 10,000 
population. Population figures refer to the lastest U. S. census. 
Every employer shall pay to each employee for time worked in a retail trade 
occupation not less than the following: 





Straight hourly rates Overtime hourly rates 


Experienced Learners Experienced Learners 


employees employees 
TN Rivnthndnloknncensks Biuaedthatae $1. 00 $0. 85 $1. 50 $1. 28 
Rs oe baba aneannceeinnaa . 85 7 1, 28 1.13 
MEE ES th catiihorsentnkbbasacacalniweniaceae 75 75 1,13 1.13 


Note.—Overtime hourly rates shall be paid for hours worked in excess of: Zone 1—40 hours per week 
Zone 2—42 hours per week; Zone 3—44 hours per week. 


ADMINISTRATIVE REGULATIONS 


1. Ratio of learners 


An employer may pay wages at the applicable learner rate to no more than 
one employee to two other persons, or fraction thereof, regardless of age or sex, 
employed in the establishment. 


2. Time and method of payment 


The employer shall pay to each employee all minimum wages earned at least 
semimonthly on regular paydays designated in advance by the employer, except 
that an employee paid in whole or in part by commission may be paid in accord- 
ance with the regulation 3 on commissions. Not more than 7 days may elapse 
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between the end of the pay period in which the minimum wage is earned and 
the designated payday. Minimum wages shall be paid in cash or by check 
convertible immediately into cash at full face value. 

8. Commissions and piecework 


For any week during which an employee is employed on a piecework or com- 
mission basis or on any basis whatsoever other than an hourly basis, the mini- 
mum wage shall be not less than the amount the employer would be required to 
pay to such employee if employed on an hourly basis. In the case of an em- 
ployee paid in whole or in part by commission, the total payment to such em- 
ployee including commissions when averaged over the calendar or fiscal quarter 
(whichever basis of accounting is used by the employer) must at least equal 
the minimum wage earned in such quarter. Furthermore such employee must 
be paid at least semimonthly on regular paydays designated in advance by the 
employer not less than 85 percent of the minimum wage earned during the pay 


period. There shall be no carryover of a deficit or overage in commissions from 
one quarter to the next. 


4. Regulations on deductions 


The minimum wage shall be subject to no deductions for any purpose what- 
soever other than (a) those provided by law, (0) those for merchandise pur- 
chased from the employer at a discount below the price charged to the public 
and purchased under credit arrangements at least as favorable as the employer 
offers to the public, or (c) deductions as may be requested by the employee and 


agreed to by the employer, within such categories as may be approved by the 
department of labor and industry. 


5. Uniforms 


If an employee is required to wear a uniform of a type required by the em- 


ployer as a condition of employment, the employer shall pay the cost of its 
purchase and laundering or cleaning. 


6. Travel expenses 


An employee who is required by the employer to travel as part of his duties 


shall be reimbursed for travel time and for actual travel expenses incurred, in- 
cluding food and lodging. 


7. Relation to other wage orders 


Any employee whose work for a given employer in a particular establishment 
is also covered by another wage order issued by the department of labor and 
industry shall be subject to whichever order provides the higher basic hourly 
rate. Employees in restaurant occupations in retail establishments are subject 
to any minimum wage order for restaurant occupations, except that employees 
working at a soda fountain not serving meals in a retail establishment are 
subject to the minimum wage order for retail trade occupations. 


8. Handicapped workers 


No woman or minor whose earning capacity is impaired by age or physical 
or mental deficiency or injury may be paid less than the applicable minimum 
wage rate unless a license, specifying a minimum wage commensurate with the 
employee’s productive capacity, has been obtained by the employer from the 
department of labor and industry. Such license shall be granted only upon 
joint application of employer and employee. 


9. Records and statements to employees 


Every employer subject to this wage order shall maintain and keep available 


for inspection for a period of at least 3 years accurate information for each 
employee including : 


(a) Name and address of employee, 

(b) Hours worked daily including time of beginning and ending each 
work period, 

(c) Total hours worked and total wages paid each pay period, 

(d) Employment certificate showing date of birth for each minor under 
18 years of age, 

(e) Date of birth for each male minor 18 and under 21 years of age, 

(f) Designation as minor for each male minor on payroll record, 

(g) Designation of each learner, the date when hired as a learner; and 
the date when such learner completed 600 hours’ employment as a learner. 
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For a learner under 18 years of age, an employment certificate shall be 
deemed to meet this recordkeeping requirement. 

Every employer shall furnish a statement to each employee with each pay- 
ment of wages which shall clearly show the total earnings and deductions, and 
for each such payment shall make available to each employee on request infor- 
mation on hours worked and the rates paid. 


10. Posting of order 
Every employer shall keep a copy of this order posted in a conspicuous place 
where all employees ean read it. 


11. Effective date 
This order shall be effective January 19, 1959. 
By order of: 
WILLIAM L. Batt, Jr., 
Secretary of Labor and Industry. 
JANUARY 12, 1959. 





Penalties.—Any person who violates any provision of this minimum wage order 
shall, upon conviction thereof, be subject to fine or imprisonment, or both, as pro- 
vided by section 14 of act of May 27, 1937, Public Law 917. 

Collection of unpaid wages.—Any employee paid less than the minimum wage 
may diretly, or through the department of labor and industry, take legal action 
to collect such unpaid wages as provided by section 15 of act of May 27, 1937, 
Public Law 917. 

Publication of names.—The department of labor and industry may, after notice 
and hearing, publish the name of any employer violating this minimum wage 
order, pursuant to act of May 27, 1937, Public Law 917. 

Address inquiries, complaints, or requests lor additional copies of this poster 
to one of the offices of the Bureau of Women and Children, Department of Labor 
and Industry, listed: Harrisburg: 1404 Labor and Industry Building; Philadel- 
phia: State Office Building; Pittsburgh: State Office Building; Altoona: Central 
Trust Building. 

Mazimum hours.—The maximum hours of work legally permissible regardless 
of overtime pay are: 

For women 18 and over, 10 hours a day and 48 hours a week ; 
For minors under 18, 8 hours a day and 44 hours a week. 

Wages for men employees.—The equal pay law of 1947 requires that an em- 
ployer may not discriminate between men and women in the wages paid for any 
occupation (sec. 2, act of July 7, 1947, Public Law 1401). 


{Post and keep posted in a conspicuous place where all employees can read] 
EFFECTIVE FEBRUARY 15, 1959 


COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF LABOR AND 
INDUSTRY 


DIRECTORY MINIMUM WAGE OrpER No, 2—LAUNDRY AND Dry CLEANING 
OCCUPATIONS 


Promulgated under the authority of act of May 27, 1937, Public Law 917 


DEFINITIONS 


1. “Laundry and dry-cleaning occupations” means any activity in any capacity 
in (a) the washing, ironing, cleaning, finishing, refreshing, pressing, dyeing, moth- 
proofing, or processing incidental thereto, including mending and altering in con- 
nection therewith of any article of wearing apparel (including hats), household 
furnishing, textiles, fur, leather, upholstered goods, or fabric of any kind what- 
soever, (b) the soliciting, collecting, selling, reselling, or distributing at retail or 
wholesale of any laundry or dry-cleaning service, (c) all occupations, operations, 
and services in conneetion with or incidental to the processes mentioned above, 
including office, clerical, packing, and maintenance work. This definition includes 
the above occupations in launderettes and automatic and coin-operated laundries. 

2. ‘Employee’ means a woman 21 years of age or over or a minor under 21 
years of age of either sex in a laundry or dry-cleaning occupation, as defined 
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above, except managerial employees earning a guaranteed salary of at least $60 
a week. 

3. “Employer” includes any person, firm, or corporation or officer or agent of a 
corporation who hires persons for compensation and directly or indirectly con- 
trols hours, wages, or working conditions of any employee in a laundry or dry- 
cleaning occupation, as defined above. , 

4. “Learner” means any employee who has had less than 360 hours’ experience 
in laundry and dry-cleaning occupations. This shall include all hours of experi- 
ence with previous employers. 

5. “Time worked” includes time of permitted attendance at place of work, 
including waiting time, whether or not work is provided, and time spent in travel- 
ing as part of the duties of the employee during his normal working hours. It 
shall not include time spent on the employer’s premises for the convenience of 
the employee. 


MINIMUM WAGE RATES FOR LAUNDRY AND DRY-CLEANING OCCUPATIONS 


Every employer shall pay to each employee for time worked not less than the 
following straight hourly rates: 


. - —— _ — 


Feb. 15, 1959, to | Aug. 15, 1959, and 
Aug. 14,1959 | thereafter 





Experienced employees_--_-..._. jpn teaecbokah se tnpeediaabienaminl $0 
Learners.-..-.-- patcddaatcal sag artndits wih aiaanee alia cocabilaieiies otacaeeadmes | 


ADMINISTRATIVE REGULATIONS 
1. Overtime 

Every employer shall pay one and one-half times the employee’s regular hourly 
wage rate for time worked in excess of 44 hours a week. When an employee 
is paid on a piecework basis or any other basis than an hourly rate, the ‘“em- 
ployee’s regular hourly wage rate” shall be determined by dividing the total of 
the hours worked during the week into the employee's total earnings exclusive 
of wages earned at overtime rates. 


2. Minimum call-in pay 


On any day an employee reports for duty at the request of or with the permis- 
sion of the employer, such employee shall be paid for at least 3 hours of work 
at not less than the applicable minimum rate. However, this provision shall 
not apply When work is not available due to an act of God, power failure, water 
failure, or other reasons beyond the control of the employer. 


3. Ratio of learners 


An employer may pay wages at the applicable learner rate to no more than one 
employee to four other persons, or fraction thereof, regardless of age or sex, 
employed in the establishment. 


4. Method of computing minimum wage 

The wage paid shall be at least the minimum wage rate, irrespective of the 
method ef payment, whether by time, piece, commission, or otherwise. 
5. Time and method of payment 

The employer shall pay all wages due to his employees at least semimonthly 
on regular paydays designated in advance by the employer. Not more than 6 
days may elapse between the end of the pay period and the designated payday. 
Mininium wages shall be paid in cash or by check convertible into cash at full 
face value. 
6. Deductions 

The minimum wage shall be subject to no deductions whatsoever other than 
(a) those provided by law, and (b) those as may be requested by employees and 
agreed to by employer, within such categories as may be approved by the depart- 
ment of labor and industry. 
7. Travel expenses 


An employee who is required by the employer to travel as part of his duties 
shall be reimbursed for travel time and for actual travel expenses incurred. 
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8. Handicapped workers 

No woman or minor whose earning capacity has been impaired by physical or 
mental deficiency or injury may be paid less than the minimum wage unless a 
license, specifying a minimum wage commensurate with the employee's productive 
capacity, has been obtained by the employer from the department of labor and 
industry. Such license shall be granted only upon joint application of employer 
and employee. 

9. Records and statements to employees 

Every employer subject to this wage order shall maintain and make available 
for inspection at the place of employment for a period of at least 2 years (or 
longer if required by the department of labor and industry) accurate-informa- 
tion for-each employee, including: 

(a) Name and address of employee, 

(b>) Hours worked daily including time of beginning and ending each 
work period, 

(c) Total hours worked and total wages paid each pay period, 

(d) Employment certificate showing date of birth for each minor under 
18 years of age, or record of such certificate, 

(e) Date of birth for each male minor 18 and under 21 years of age, 

(f) Designation as minor for each male minor on payroll record, 

(g) Designation of each learner, the date when hired as a learner, and 
the date when such learner completed 360 hours of experience in laundry 
and dry-cleaning occupations. 

Every employer shall furnish a statement to each woman or minor employee 
with each payment of wages which shall clearly show the total earnings and 
deductions, and for each such payment shall make available to each employee 
on request information on hours worked and the rates paid. 

To each learner the employer shall furnish a statement of his learner. status, 
rate of pay, date of employment, and accumulated hours of experience in laundry 
and dry-cleaning oecupations with (a) his first payment of wages, (b) his last 
payment of wages at the learner rate, and (c) the termination of his employment 
if prior to completion of the learning period. 


10. Posting of order 
Every employer shall keep a copy of this order posted in a conspicuous place 
where all employees can read it. 
11. Effective date 
This order shall be effective February 15, 1959. 
By order of: 
WILLIAM L. Batt, Jr., 


Secretary of Labor and Industry. 
JANUARY 14, 1959. 


Offices of the Bureau of Women and Children: Harrisburg, 1404 Labor and 
Industry Building; Pittsburgh State Office Building; Altoona, 308 Central Trust 
Building; Philadelphia, State Office Building. 

Marimum hours.—The maximum hours of work legally permissible, regard- 

less of overtime pay, are: 

For women 18 and over, 10 hours a day and 48 hours a week (women’s 
labor law) ; 

For minors under 18, 8 hours a day and 44 hours a week (child labor 
law). 

Wages of men employees.—The equal pay law of 1947 requires.that an em- 
ployer may not discriminate between men and women in the wages paid for any 
occupation, except as a reasonable differentiation exists (sec. 2, act of July 7, 
1947, Public Law 1401). 
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{Post and keep posted in a conspicuous place where all employees can read] 
EFFECTIVE JANUARY 1, 1959 


COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF LABOR AND 
INDUSTRY 
DIRECTORY MINIMUM WAGE ORDER No. 1—HOTEL OCCUPATIONS 


Promulgated under the authority of act of May 27, 1937, Public Law 917 


(Note.—On this side of the poster appear all provisions of the order except 
the minimum wage rates applicable to resort hotels only. The special minimum 
wage applicable to resort hotels appear on the reverse side of this poster along 
with the definitions and regulations or parts of regulations that apply to resort 
hotels. ) 

DEFINITIONS 


1. “Hotel occupations” means any activity in an establishment commonly 
known as a hotel engaging primarily in providing lodging and meals to the 
general public on a fee basis with service available 24 hours a day, and in any 
resort hotel. The term includes work in a laundry operated for use of the hotel 
and its guests. 

2. “Resort hotel” is one that (1) provides accommodations of a vacational and 
recreational nature and meals and lodging to the public or to members or guests 
of members; (2) provides without charge, on a weekly basis, lodging accommo- 
dations and meals to the majority of its employees; and (3) meets one of the 
three following criteria of seasonal operation : 

(a) operates for not more than 7 months in any calendar year, or 

(b) being located in a rural community or in a city, borough, town or 
township of less than 15,000 population, increased its number of employee 
work days (including adult males) during any consecutive 4-week period 
by at least 100 percent over the number of employee workdays (including 
adult males) in any other consecutive 4-week period within the preceding 
calendar year, or 

(c) being located in a rural community or in a city borough, town or 
township of less than 15,000 population, increased its number of guest days 
during any consecutive 4-week period at least 100 percent over the number of 
guest days in any other consecutive 4-week period in the preceding calendar 
year. 

3. “Employer” includes any person, firm, or corporation or officer or agent of 
a corporation who hires for compensation persons and directly or indirectly 
controls hours, wages, or working conditions of any employee in a hotel occupa- 
tion, as defined above. 

4. “Employee” means a woman 21 years of age or over or a minor under 21 
years of age of either sex in a hotel occupation, as defined above, except (a) 
executives earning a guaranteed salary of at least $60 a week and (b) caddies 
at a resort hotel. 

5. “Metropolitan Philadelphia and Pittsburgh’ means (a) all cities, boroughs 
and townships any part of which falls within a radius of 21 air-miles of City 
Hall, Philadelphia and (b) all of Allegheny County. 

6. “Service employee” means an employee who (a) directly serves patrons or 
guests and all of whose work is customarily part of a “tip” employee’s duties, 
and (b) regularly receives gratuities in at least the following amounts: (1) ex- 
perienced employee not in resort—35 cents per hour, (2) learner not in a resort 
hotel—26 cents per hour, (3) experienced employee in a resort hotel—$10 per 
week, (4) learner in a resort hotel—$7.50 per week. 

7. “Non-service employee” means all employees except (1) service employees 
and (2) chambermaids in resort hotels. 

8. “Chambermaid’” means only an employee in a resort hotel whose duties 
relate solely to the cleaning and servicing of guest rooms, and who receives 
gratuities at least equal to the difference between the chambermaid rate and 
nonservice rate. 

9. “Learner” means an employee with less than 600 hours cumulative ex- 
perience in occupations of the same general type as that in which the employee 
is currently employed. 

10. “Food occupation” means any work in the dining room department of a 
hotel. 


, 
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11. “Meal” means adequate portions of a variety of wholesome and nutritious 
foods, provided by the employer to the employee without charge at the usual 
mealtimes or as nearly as possible thereto. A meal shall include at least one of 
the types of food from all four of the following groups: (1) Fruits or vegetables, 
(2) cereals, bread or potatoes, (3) eggs, meat, fish or poultry, (4) milk, tea, or 
coffee; except that for breakfast group (3) may be omitted if both cereal and 
bread are offered in group (2). Payment of a rate with meal allowance to a 
nonservice employee in other than a food occupation shall be optional with the 
employee. 

12. “Lodging” means living accommodations which are adequate, decent and 
sanitary according to usual and customary standards. 

13. “Time worked” includes time of permitted attendance at place of work, 
including waiting time, whether or not work is provided, and time spent in 
traveling as part of the duties of the employee. It shall not include time spent 
on the employer's premises for the convenience of the employee. 


MINIMUM WAGE RATES 


Every employer shall pay to each employee for time worked in a hotel occupa- 
tion not less than the following rates: 


| Experienced employees 


Straight Overtime 
| hourly rate | hourly rate 
METROPOLITAN PHILADELPHIA AND PITTSRURGH | | 
Nonservice employee: | 
eee BOND GUNNING 5 oo boii oi A he A leiden ben sbhl $1. 00 $1. 50 
With 1&-cent-an-hour meal allowance. ....................-........--..-- . 85 | 1. 35 
Service emplovee: | 
Withont meal allowance Dae ce on Dees OE Ne ead bee | . 65 | 98 
WEERy 36 comihren er Nh SIN aos oo in ki eich nce ene Sens . 50 | . 83 
REMAINDER OF THE COMMONWEALTH 
Nonservice employees in food occupations: 
eae ce saan . 95 1. 43 
With 1 meal (1£-cent-an-hour allowance)_........-.-------- pecaidnas . 80 1. 28 
With 2 meals (2-cent-an-hour allowance). -----..--.------------ sick) 75 | 1.23 
With 3 meals (25-cent-an-hour allowance) -_...--..-..-..------------------| .70 1.18 
Nonservice employees in other occupations: 
Without meals. - a nai amie Wik ae an eee acena eeen | . 85 1. 28 
With 1 meal (15-cent-an-hour allowance) -..... ...---.------.------------ | Pt 1.13 
With 2 meals (20-cent-an-hour allowance) .---..-.------------------------ | . 65 1. 08 
With 3 meals (25-cent-an-hour allowance) -.............-.-.----.--------- | . 60 1.03 
Service employees: 
EE WINE a ited eh 1250 5k) gesnctda ce deendncaavabbbsiacdadbetwa | - 65 98 
With 1 mea] (15 cent-an-hour allowance) -.-_.-...--.--.----.--- squparmeies He | . 50 . 83 
With 2 meals (20-cent-an-hour allowance) --.-......-..---.-------------- | 45 78 
With 3 meals (25-cent-an-hour allowance) ..........-.....---------------- .40 .73 





Nore.—Le ners throughout the Commonwealth, 25 percent less than the aprlicable rate stated above’ 


Allowance for lodging furnished by the employer throughout the Commonwealth, $5 per week. 


ADMINISTRATIVE REGULATIONS 
1. Overtime rate 


Every employer shall pay 114 times the applicable minimum hourly wage 
rate as stated above for time worked (a) in excess of 40 hours a week in 
Metropolitan Philadelphia and Pittsburgh and (b) in excess of 42 hours a week 
in the remainder of the Commonwealth. 

Exception: For employment in resort hotels the employer shall pay overtime 
for hours worked in excess of 48 a week or worked on the 7th day of the week 
at 114 times the minimum rate applicable to the classification of the employee 
based on a 48-hour week. 


2. Learners 


Employers are entitled to an allowance for learners of 25 percent of the 
applicable rate for experienced employees. An employer may pay wages at the 
applicable learner rate to no more than one employee to two other persons, or 
fraction thereof, regardless of age or sex, employed in the establishment. 
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3. Minimum call-in pay 


On any day an employee reports for duty at the request of or with the per- 
mission of the employer, such employee shall be paid for at least 3 hours of 
work at the applicable minimum rate. 


}. Additional rate for spread of hours 


On any day in which the spread of hours exceeds 10 between beginning and 
ending of the workday (i.e., time worked, plus time off for meals, plus time 
off duty) an employee shall be paid $1 in addition to wages otherwise payable, 
except that with :espect to a hotel dining room employee outside Metropolitan 
Philadelphia and Pittsburgh the employee, regardless of spread of hours, shall be 
paid $1 in addition to wages otherwise payable on any day when the time worked 
is broken by more than one interval off duty other than meal periods of 1 hour 
or less. 

This regulation shall not apply to resort hotels. 

5. Diversified employment 

In any day in which an employee engages for 25 percent or more of his working 
time in an occupation or class of employment with a higher rate under the same 
or a different minimum wage order, the employee shall be paid for such entire 
day at the rate for the occupation or class of employment with the higher rate. 
Such employee shall be entitled to all benefits of whichever minimum wage order 
is applicable for the day. 


6. Uniforms 


If a regular employee is required to wear a uniform of a type required by the 
employer, the employer shall pay the cost of its purchase and laundering or 
cleaning; or if the employer, by failure or choice, does not do so, the employee 
shall be paid an additional sum of 5 cents an hour, or $1.50 for a full workweek 
of 40 hours or more, whichever is less. This regulation is not applicable to the 
laundering and cieaning of uniforms made of materials that do not require 
pressing. 


7. Method of computing minimum wage 


The wage paid shall be at least the minimum wage rate, irrespective of the 
method of payment, whether by time, piece, commission, or otherwise. In no 
case shall gratuities or tips be counted as part of the minimum wage. 


8. Time and method of payment 


The employer shall pay all wages due to his employees at least semimonthly 
on regular paydays designated in advance by the employer. Not more than 7 
days may elapse between the end of the pay period and the designated payday. 
Minimum wages shall be paid in cash or by check convertible into cash at full 
face value. 


9. Deductions 


The minimum wage shall be subject to no deductions whatsoever other than 
(a) those provided by law, (b) those as may be requested by employee and 
agreed to by employer, within such categories as may be approved by the De- 
partment of Labor and Industry. 


10. Travel expenses 

An employee who is required by the employer to travel as part of his duties 
shall be reimbursed for travel time and for actual travel expenses incurred, 
including food and lodging. 
11. Handicapped workers 

No woman or minor whose earning capacity has been impaired by physical or 
mental deficiency or injury may be paid less than the minimum wage unless 
a license, specifying a minimum wage commensurate with the employee’s pro- 
ductive capacity, has been obtained by the employer from the departiuent of 
labor and industry. Such license shall be granted only upon joint application 
of employer and employee. 
i2, Records and statements to employees 

Every employer subject to this wage order shall maintain and make available 
for inspection at the place of employment for a period of at least 2 years (or 

41681—59--— 60 
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longer if required by the department of labor and industry) accurate informa- 
tion for each employee including: 
(a) Name and address of employee. 
(b) Hours worked daily including time of beginning and ending each 
work period. 
(c) Total hours worked and total wages paid each pay period. 
(d) Employment certificate showing date of birth for each minor under 
18 years of age. 
(e) Date of birth for each male minor 18 and under 21 years of age. 
(f) Designation as minor for each male minor on payroll record. 
(g) Designation of each service employee, each employee receiving meals 
and each employee receiving lodging. 
(h) Designation of each learner, the date when hired as a learner, and 
the date, when such learner completed 600 hours of employment as a 
learner. 


Every employer shall furnish a statement to each woman or minor employee _ 


with each payment of wages which shall clearly show the total earnings and 
deductions; and for each such payment shall make available to each employee 
on request information on hours worked and the rates paid. To each learner 
the employer shall furnish with his first payment of wages a statement of his 
learner Classification and rate, and with the last payment of wages at the learner 
rate a statement of his completion of 600 hours experience in the occupations 
at which he has been employed. 


13. Posting of order 


Every employer shall keep a copy of this order posted in a conspicuous place 
where all employees can read it. 
14. Effective date 
This order shall be effective January 1, 1959. 
By order of: 
WILLIAM L. BATT, Jr., 


Secretary of Labor and Industry. 
NOVEMBER 6, 1958. 


Mazrimum hours.—The maximum hours of work legally permissible regard- 
less of overtime pay are: For women 18 and over, 10 hours a day and 48 hours 
a week (women’s labor law) ; For minors under 18, 8 hours a day and 44 hours 
a week (child labor law). 

Spread of hours for women workers.—The spread of hours may not exceed 
13 in any 1 day, except that for front office employees working split shifts 
the daily spread of hours shall be determined by averaging over a 2-day period 
(women’s labor law regulations). 

Wages of men employees.—The equal pay law of 1947 requires that an employer 
may not discriminate between men and women in the wages paid for any occu- 
pation, except as a reasonable differential exists (sec. 2, act of July 7, 1947, 
Public Law 1401). 

Offices of the Bureau of Women and Children: Harrisburg, 1404 Labor and 
Industry Building; Pittsburgh State Office Building; Altoona, Central Trust 
Building ; Philadelphia, State Office Building. 


[Post and keep posted in a conspicuous place where all employees can read] 
EFFECTIVE JANUARY 1, 1959 


COMMONWEALTH OF PENNSYLVANIA, DEPARTMENT OF 
LABOR AND INDUSTRY 


DIRECTORY MINIMUM WAGE ORDER No. 3 RESTAURANT OCCUPATION 


Promulgated under the authority of act of May 27, 1937, Public Law 917 


DEFINITIONS 


1. “Restaurant occupation” means any activity connected with or incidental to 

the preparation of or offering of food or beverage for human consumption 

. «either on the employer’s premises or elsewhere by such services as, but not 
’ limited to, catering, banquet, box lunch, or curb service, whether such service 
or services are operated as the principal business of the employer or as a unit 
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of another business and whether they are offered to the public, to employees, to 
members or guests of members, or to residents of colleges or universities. It 
excludes hotels including resort hotels. The term excludes (1) domestic serv- 
ice in the home of the employer, (2) services in a religious community or char- 
itable institution, (3) activities in establishments where food or lodging serv- 
ices are not available to the public but are incidental to the care, instruction, 
or medical treatment of children, the sick or infirm, and (4) activities in the 
operation of refreshment stands in places of amusement where food and bever- 
ages are prepared or served with no seats provided for customers. 

2. “Employer” includes any person, firm or corporation or officer or agent 
of a corporation who hires for compensation persons and directly or indirectly 
controls hours, wages or working conditions of any employee in a restaurant 
occupation, as defined above. 

3. “Employee” means a woman 21 years of age or over or a minor under 21 
years of age of either sex in a restaurant occupation, as defined above, except 
executives earning a guaranteed salary of at least $60 a week. 

4. “Metropolitan Philadelphia and Pittsburgh” means (@) all cities, boroughs 
and townships any part of which falls within a radius of 21 air miles of City 
Hall, Philadelphia and (0b) all of Allegheny County. 

5. “Service employee’ means an employee who (a) directly serves patrons 
or guests and all of whose work is customarily part of a “tip” employee’s duties 
and (b) regularly receives gratuities in at least the following amounts: (1) 
experienced employee, 35 cents per hour, and (2) learner, 26 cents per hour. 

6. “Nonservice employee” means all employees except service employees. 

7. “Learner” means an employee with less than 600 hours cumulative experi- 
ence in occupations of the same general type as that in which the employee is 
currently employed. 

8. “Meal” means adequate portions of a variety of wholesome and nutrious 
foods, provided by the employer to the employee without charge at the usual 
meal times or as nearly as possible thereto. A meal shall include at least one 
of the types of food from all four of the following groups. (1) Fruits or vege- 
tables, (2) Cereals, bread or potatoes, (3) Eggs, meat, fish or poultry, (4) Milk, 
tea or coffee; except that for breakfast groups (3) may be omitted if both 
cereal and bread are offered in group (2). 

9. “Lodging” means living accommodations which are adequate, decent and 
sanitary according to usual and customary standards. 

10. “Time worked” includes time of permitted attendance at place of work, 
including waiting time, whether or not work is provided, and time spent in 
traveling as part of the duties of the employee. It shall not include time spent 
on the employer’s premises for the convenience of the employee. 


MINIMUM WAGE RATES FOR RESTAURANT OCCUPATIONS 


Every employer shall pay to each employee for time worked not less than the 
following rates: 











Straight Overtime 
hourly rate | hourly rate 
METROPOLITAN PHILADELPHIA AND PITTSBURGH 
Experienced employees: 
Nonservice: 
ERROR So 5558 os oc kcktinddabacp ice aaeeumanues $1. 00 $1. 50 
Po ES eee eee eddideuwabSaccepkeha . 85 1,35 
Service: 
We SeOeee wineenn mrerenee. c's 5 Ss Sa ee ee ee ‘ . 65 . 98 
WV Mey TE MONI io sinc an seach eeadcbn eh okeawet eee 50 . 83 
REMAINDER OF THE COMMONWEALTH 
Experienced employees: 
Nonservice: 
Without meal allowance_._________- . 95 1. 43 
With meal allowance ___._______-- . 80 1. 28 
Service: | 
Without meal allowance sie miskgas eds aula | . 65 . 98 
With meal allowance --_--.--._..- pase abet les egal aes | - 50 83 





‘Note.—Allowance for lodging furnished by the employer throughout the.commenwealth, $5 per week. 
Learners throughout the Commonwealth, 25 percent-less than the applicable rates stated above. 
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ADMINISTRATIVE REGULATIONS 
1. Overtime rate 

Every employer shall pay 114 times the applicable minimum hourly wage 
rate for time worked (a) in excess of 40 hours a week in metropolitan Phila- 
delphia and Pittsburgh and (0b) in excess of 42 hours a week in the remainder 
of the Commonwealth. 


2. Learners 

Employers are entitled to an allowance for learners of 25 percent of the 
applicable rate, as stated above, for experienced employees. An employer may 
pay wages at the applicable learner rate to no more than one employee to two 
other persons, or fraction thereof, regardless of age or sex, employed in the 
establishment. 


3. Minimum call-in pay 


On any day an employee reports for duty at the request of or with the per- 
mission of the employer, such employee shall be paid for at least 3 hours of 
work at the applicable minimum rate. 


,. Additional rate for spread of hours 


On any day in which the spread of hours exceeds 10 between beginning and 
ending of the work day (i.e., time worked, plus time off for meals plus time 
off duty) an employee shall be paid $1 in addition to wages otherwise payable. 
do. Diversified employment 

In any day in which an employee engages for 25 percent or more of his work- 
ing time in an occupation or class of employment with a higher rate under the 
same or a different minimum wage order, the employee shall be paid for such 
entire day at the rate for the occupation or class of employment with the higher 
rate. Such employee shall be entitled to all benefits of whichever minimum 
wage order is applicable for the day. 

6. Unifoims 

If a regular employee is required to wear a uniform of a type required by 
the employer, the employer shall pay the cost of its purchase and laundering 
or cleaning; or if the employer, by failure or choice, does not do so, the employee 
shall be paid an additional sum of 5 cents an hour or $1.50 for a full workweek 
ot 40 hours or more, whichever is less. This regulation is not applicable to the 


laundering and cleaning of uniforms made of materials that do not require 
pressing. 
7. Mcthod of computing minimum wage 

The wage paid shall be at least the minimum wage rate, irrespective of the 
method of payment, whether by time, piece, commission or otherwise. In no 
-ase shall gratuities or tips be counted as part of the minimum wage. 


8. Time and method of payment 

The employer shall pay all wages due to his employees at least semimounthly 
on regular paydays designated in advance by the employer. Not more than 7 
days may elapse between the end of the pay period and the designated payday. 
Minimum wages shall be paid in cash or by check convertible into cash at full 
face value. 


9. Deductions 


The minimum wage shall be subject to no deductions whatsvever other than 
(a) those provided by law, (0) those as may be requested by employee and 
agreed to by employer, within such categories as may be approved by the De- 
partment of Labor and Industry. 


10. Travel expenses 
An employee who is required by the employer to travel as part of his duties 


shall be reimbursed for travel time and for actual travel expenses incurred, 
including food and lodging. 


11. Handicapped workers 


No women or minor whose earning capacity has been impaired by physical 
or mental deficiency or injury may be paid less than the minimum wage unless 
a license, specifying a minimum wage commensurate with the employee's pro- 
ductive capacity, has been obtained by the employer from the Department of 
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Labor and Industry. Such license shall be granted only upon joint application 
of employer and employee. 


12. Records and statements to employees 


Every employer subject to this wage order shall maintain and make available 
for inspection at the place of employment for a period of at least 2 years (or 
longer if required by the Department of Labor and Industry) accurate infor- 
mation for each employee including : 

(a) Name and address of employee, 

(b) Hours worked daily including time of beginning and ending each 
work period, 

(c) Total hours worked and total wages paid each pay period, 

(d) Employment certificate showing date of birth for each minor under 
18 years of age, 

(e) Date of birth for each male minor 18 and under 21 years of age, 

(f) Designation as minor for each male minor on payroll record, 

(g) Designation of each service employee, each employee receiving meals 
and each employee receiving lodging, 

(h) Designation of each learner, the date when hired as a learner, and 
the date when such learner completed 600 hours of employment as a learner. 

Every employer shall furnish a statement to each woman or minor employee 
with each payment of wages which shall clearly show the total earnings and 
deduction; and for each such payment shall make available to each employee 
on request information on hours worked and the rates paid. To each learner 
the employer shall furnish with his first payment of wages a statement of his 
learner classification and rate, and with the last payment of wages at the learner 
rate a statement of his completion of 600 hours experience in the occupations 
at which he has been employed. 


13. Posting of order 


Every employer shall keep a copy of this order posted in a conspicuous place 
where all employees can read it. 
14. Effective date 

This order shall be effective January 1, 1959. 

By Order of: 


WILLIAM L. Barr, Jr., 


Secretary of Labor and Industry. 
NOVEMBER 6, 1958. 


Mazimum hours.—The maximum hours of work legally permissible regardless 
of overtime pay are: 

For women 18 and over: 10 hours a day and 48 hours a week; (women’s 
labor law) 

For minors under 18: 8 hours a day and 44 hours a week (child labor 
law). 

Spread of hours for women workers.—Spread of hours are not to exceed 13 
in any 1 day (women’s labor law regulations). 

Wages of men employees.—The Equal Pay Law of 1947 requires that an 
employer may not discriminate between men and women in the wages paid for 
any occupation, except as a reasonable differentiation exists (sec. 2, act of July 
7, 1947, Public Law 1401). 

Offices of the Bureau of Women and Children: Harrisburg, 1404 Labor & 
Industry Building; Pittsburgh, State Office Building; Altoona, Central Trust 
Building ; Philadelphia, State Office Building. 


(Excerpts from letters received from laundry workers by Pennsy]l- 
vania Department of Labor and Industry, at time of wage board 
establishment :) 


[ALLEGHENY CoUNTY] 
January 30, 1957. 
DEAR Six: I would like information in regards to wage and to what working 
group does the $1 per hour apply? 
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I’m working for the ———— Cleaners 6 days a week 9 to 6 for $33.60. Now 
the salary is to be reduced to $22 per week and 10 percent commission, which I 
doubt if it will average as much. I might add that I take full charge of the store. 

Please send me what data you can. 


[BLatr County] 
January 17, 1958. 


Dear Sir: I would like to know something. Does the ———— Cleaners have 
plants outside of Pennsylvania? If so, what is the minimum wage for a worker 
in them? I only got 55 cents an hour. Is that the right minimum wage, or 
should it be more? 

Please let me know as soon as possible. 

Thank you. 


[Co_uMBiIa County] 
January 2, 1957. 


I work in a laundry and I thought I’d ask you why we can’t get $1 an hour like 
every place else but they won’t pay it to us because we don’t ship anything out but 
what difference does that make, we deserve it working in that hot place and the 
long hours we work, we earn every penny we get. They don’t even pay 75 cents 
an hour there, and when we get a holiday pay we have to wait 3 weeks before we 
can get it and it’s only 8 hours a day. Last Sunday they made us work and no 
one is supposed to work on Sunday. They’ve certainly got away with a lot for 
a long time and I don’t know how they do it. The other girls would like to have 
a $1 an hour too so I thought I would write and ask you about it but don’t tell 
my boss I wrote to you about this because if he can get out of not paying things 
he will. 

Thank you. Answer soon. 

No. 332 


[CLARION CouNTY] 
December 17, 1957. 

DEAR Sir: I understand the least hourly wage an employer can pay is $1 per 
hour. 

I know some employees at the ———— Dry Cleaning Co. at ————, Pa., that 
only get 60 cents to 70 cents per hour, while some that have been there only a 
short period of time get $1.50 per hour. The one in particular has been there 
nearly a year and only gets 70 cents. That surely looks to me like unfair wages. 


[ADAMS CouUNTY] 
October 3, 1957. 
Dear Sir: Is it legal for ———— Laundry to work us women 10 to 12 hours a 
day, only paying 85 cents per hour straight through. 


[SoMERSET CoUNTY] 
July 29, 1957. 

Dear Sir: I am sorry I cannot recall your name. I am writing you in regards 
to my job and boss. I worked for 16 months as trouser presser at ———— Dry 
Cleaners. The man that runs it or supposed to own it is an — and 

On Friday, July 26, 1957, he fired me because I was a decent and respectable 
woman. My age is 54. I was faithful. Went down there at 5:30 in the morning 
and I’ve worked till 11:30 many nights. Place is so dirty and filthy, smells like 
something dead. In winter or cold weather pipes leak. I stood in water, cold 
wet cement. I had cystitis of the bladder from it. I doctored for it, he said he'd 
fix it, never did. 

He is a very foul mouthed man. I’d tell him please, Mr. ——— there’s nicer 
things to talk about, said he don’t know what. Really sexy things. I was laid 
off temporarily two times for telling him. I never could sign up, hever had 
enough earned. I was paid 15 pairs trousers for $1 an hour to 6% cents per pair, 
seemed I never got enough trousers. 

The other presser pressed coats, was paid by the hour, 80 or 90 cents. Said 
ce let her be idle. When her pile was exhausted, she pressed pants I should 
of had. 
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When he would come across a woman, that spoke his dirty language, then tell 
me to signup. I could not, they said was not enough. Now found his kind. Told 
he to come hey my check. I went down said, Mr. ———— why can’t we run this in 
a decent way try talking the Lord in your business, he’s alway right, he says I 
don’t need your Lord, he jumped up, opened door, said you get to hell out. I am 
an honest decent widow woman and am very happy to know I am a child of the 


Lord, Mr. ——— hates religion. I am a Brethryn and proud of it. 
Mr. ———— is very jealous of 2 other cleaners. They are my friends. I was 


not supposed to associate with them. Sorry this letter so long. Can something 
be done? I really would like to hear from you. 

Thank you. 

[LACKAWANNA County] 
June 11,1957. 
Dear Simm: I am writing to your office in regards to a laundry located in 
’a., under the name of ———— and located at ‘ 

This laundry has been paying the low sum of 65 cents an hour to it’s employees, 
as I understand the law, the minimum wage is set at 75 cents, am I correct in 
my statement? If so, can anything be done to compel this laundry to pay the 75 
cents or more to its employees? 


? 


[CLEARFIELD COUNTY] 
May 22, 1957. 

GENTLEMEN: I am an employee of ———— Laundry & Dry Cleaning here in 
——., Pa. I do the tailoring in the dry cleaning department. 

I understand $1 per hour is a minimum wage rate for women, if it is, then 
why isn’t this law enforced. What kind of lawmakers do we have? 

For my work, I receive 75 cents per hour, but most of the women receive only 
50 cents per hour. 

A woman operating a press in the dry cleaning department receives only 50 
cents per hour. 

My former employer sold this concern without posting notice, so we could 
hunt around for another job. He at least gave us 40 percent off on our dry clean- 
ing and some of our laundry done free. This new management only gives us 
20 percent off on our laundry and dry cleaning. Instead of us receiving a raise 
we got a cut. Isn’t there any fairness in this prosperous country of ours? Is 
this Americanism? This only breeds communism. 

Please withhold my name most of us are widows or women with disabled hus- 
bands and small children. 


Won’t you please help us out? There must be some justice somewhere. 


[MERcER CouNTY] 
May 21, 1957. 

I am writing to you in regard to conditions which exist in the dry cleaning 
plant where I work. I have been with this plant over 8 years and only make 80 
cents an hour. I have to work over 44 hours for time and a half. I have a home 
to maintain and needs some repairs in order to make it a respectable place to live. 

When I go to the store to have to pay the same as others that make $3 to $4 
an hour as 80 cents don’t go very far today. 

I hope that this new wage law will take in the dry cleaners and laundry and 
the less misfortune, such as myself. 

Hope to hear from you. 


[WAYNE County] 
March 18, 1957. 
Dear Srrs: I work in the laundry at ———, for 75 cents per hour. I would like 
to know if the $1 per hour minimum applies to that laundry: 
Also, I would like to know why there isn’t a 1957 Fair Labor Bulletin, and a 
1957 womens and childrens regulations posted on the bulletin board? The last 
two that were posted there are dated 1940 and 1948. 
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TuirD SUPPLEMENT TO WAGE RATES OF WOMEN AND MINORS IN RETAIL 
TRADE IN PENNSYLVANIA 


Excerpts from letters to the Governor of Pennsylvania and the secretary of 
labor and industry—Submitted to retail trade minimum wage board by 
Chester Nagel, research director for the board, August 12, 1957 


Workers in stores of various kinds, including gas stations, have written to the 
Jovernor and the secretary of labor and industry about low wages. Coming 
from various parts of the State, they tell about the personal experience of the 
writers and their friends and express their views on the need for minimum 
wages. 

Attached are excerpts from letters in the files of the Pennsylvania Department 
of Labor and Industry that were written in 1957. 

Hon. Grorae M. Leaver: Last year the minimum hourly wage was increased 
from 75 cents to $1. This affected factory workers here and possibly a few 
others. Why is the poor working girl in department and chainstores still work- 
ing for 55 to 65 cents an hour? My take-home pay for the week amounts to 
22. I have the same responsibilities as anyone else, such as; board to pay, 
insurance, Blue Cross, bus fare (which has increased to 15 cents), etc. 1 am 
self-supporting and out of the age limit for factory work. Some women working 
in these stores have children to support. I don’t see anything fair about having 
a wage law if it doesn’t affect all employees. Now they are taking more money 
from us for social security. 


Dear Sir: Would you kindly advise me as to whether ————’s Five & Dime 
Store—, ean work me for $0.55 an hour. 


DEAR GOVERNOR LEADER: Is the $1 an hour minimum wage for all workers or 
only a chosen few? In a town near where I live, the drugstore clerks, cleaning 
shop workers, even the [chain variety store] girls work for almost nothing. The 
highest paid drugstore clerk in town gets 75 cents per hour—and worked 7 years 
at 55 cents before she got a raise, which was less than a year ago. One girl told 
me she worked 2 years at 45 cents an hour, recently got raised to 55 cents. 
Can you imagine living on $3.60 or $4.40 a day? Some of these girls keep not 
only themselves but others too. One lady around 50, keeps herself and aged 
invalid mother, at wages of 55 cents an hour. 

A neighbor of mine works at the [same store] and said she makes only $20 a 
week. 


Mr. WILuIAM L. Bart, Jr.: There has been several times the women in our 
store [chain variety]— in ——— have talked about the unfair wages being paid 
us here, and wishes we could do something about it. 

As an example—last year we tried to get a union to come in and fight for us; 
at this time we were being paid (myself, 65 cents an hour). I had complete 
charge of the men’s and boys’ wear department. The rest of the women were 
getting from 50 to 70 cents an hour on the average. 

At the start of the union talk they sent a Mr. ———— (personnel manager) 
from ————, in and he investigated and made a wage adjustment. I was raised 
to 80 cents an hour—later I was transferred to millinery and also given the 
pictures and frame department. This is three departments I am in complete 
charge of, all the manager does is OK my order slips. (All departments are 
operated the same way—we have'all the counting inventory, and ordering to do 
for our departments as well as act as saleslady. 

Extra girls—that do not even know how to operate cash registers properly or 
who have no responsibility at all are paid 75 cents an hour. Some once em- 
ployed help are brought in at Christmas and Easter time and are paid more 
than the women that operate and hold the responsibility of departments. 

I'd be very glad to appear at one of the hearings—but I feel the same as every 
woman—in our store—if we do—we will be out of a job—if the company finds 
it out—here is the one thing every girl or woman working in our store is afraid 
of (Don’t forget this important fact). 
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I have worked for ———— 6 years and am being paid 80 cents—three depart- 
ments, full responsibility—the jewelry girl, 7 years—76 cents an hour; she also 
has part of the notion department and special sale ends—on her counter—in- 
fants’ wear—S0O cents an hour. Men’s and boys’ wear plus needlework—ready to 
wear—80 cents—lingerie—80 cents—85 cents—90 cents? Fountain girls 80 
cents, ete. Anything that can be done to help us be paid the minimum $1 an 
hour wage would be deeply appreciated by all the retail clerks throughout 
Pennsylvania. 

We all feel we have been forgotten—so far as being treated fair regarding 
our wages. Please do all you can to help us win and get a fair even break. 


Hon. Greorce M. LeEApeR: It seems as though women working in retail stores 
are always forgotten. It has taken me 3 years in the same store to earn 65 cents 
an hour. Some stores here even pay lower. There are some of us who are out 
of the age limit for factory work, but we still have the high cost of living facing 
us the same as anyone else. The corporation I work for makes millions of 
dollars profit every year, yet we work for practically nothing. 

Does Pennsylvania pay the lowest wages in the United States? I know other 


cities that pay $1 an hour and more. In fact, 90 percent of the stores are 
paying that. 


COMMONWEALTIL OF PENNSYLVANIA, DEPARTMENT OF LABOR AND INDUSTRY: I 
was employed as a salesman by a home furnishings company on a guaranteed 
weekly salary of $50, plus, partial traveling expenses as the position required 
traveling approximately 300 miles weekly and using my car. 

For a 2-week period I was paid on this basis and the employer then advised 
the volume of business did not warrant paying on this basis and future re 
muneration would be on a commission basis and no expense allowance. 

Employer’s statement of earnings for 1 week indicated that on commission 
basis my total earnings would be only $11. Inasmuch as my car expenses would 
approximate $21, I would be working for nothing and, in addition, be paying 
out $10 of my money to continue working. 


GOVERNOR LEADER: I am taking the liberty in writing you in regard to these 
gas station owners who are paying their help between 50 cents to a dollar an 
hour and paying cash, not taking anything out, such as taxes and so forth. 

Now the main ones are doing this; you take any gas station in this St-te that 
has a young boy working at the station, you can rest assured that he’s only 
getting starvation money, anywhere between 50 and 80 cents an hour and no 
more. I know too many are paying that kind of money. 

Furthermore, I’ve worked at many different gas stations right here in Pitts- 
burgh and I always thought a dollar an hour is starvation wages, but when it 
comes to being lower than that, all I can say, is how can a man live, to be so low, 
to pay that kind of wages, and to permit young kids to work for the same. I 
am asking you, Governor Leader, why something can’t be done about this? 


Senator McNamara. You made reference to the Federal contract 
with the Mexican Government for 50 cents an hour in certain agri- 
cultural areas. 

Mr, Barr. Yes, sir. 

Senator McNamara. Is that the one that was entered by the De- 
partment of Labor ? 

Mr. Barr. Yes,sir. The Federal Government through the Mexican 
contract is really undercutting agricultural wages of American 
nationals throughout the entire United States. This sounds ridicu- 
lous, but even though the importation of these 450,000 Mexican na- 
tionals is concentrated in the Southwest and California and up 
through Oregon, this forces out migration of Texas Mexicans, 
for example, to Arkansas, and Negroes who cannot find jobs at ade- 
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quate pay then in Arkansas are immigrating to Pennsylvania and 
New Jersey to pick our crops. 

There is a kind of chain reaction that goes on. You are bringing 
these people in at the bottom and this forces W ages down all through- 
out the United States. 

Senator McNamara. This 14-week growing season that they talk 
of in the agreement has now been extended to 28 weeks. Do you know 
about that. phase of this agreement ? 

Mr. Barr. No, sir. I am not at all familiar with that. 

Senator McNamara. It seems now it becomes not a 14-week agree- 
ment, but by emergency regulation or interpretation it has been 
extended to 28 weeks, pract ically covering the whole harvest season 
in all industries. This is part of their general agreement. 


Mr. Barr. Then, too, sir, I would like to point out that there is. 


the job of deciding what is a labor shortage. It is delegated in 
large part to the State department of labor and they are very often, 
of course, influenced by the local growers, so that Geor gia, which is 
an exporting State for labor, in Geor gia they are importing Mexican 
nationals under a “shortage of labor” to pick peaches today. 

Senator McNamara. You made reference to children working in 
these agricultural areas. Were you referring to your State? 

Mr. Barr. Yes,sir. We have them w orking at 5 5, 6,7 

Senator McNamara. There is no State Jaw to prohibit it? 

Mr. Barr. No, sir. New Jersey and New York have one. We 
have introduced a bill in the legislature to try and get one. We don’t 
know what our chances will be to get this legislation. We are not 
optimistic. 

But we would like to see this again on a national basis because why 
should our farmers have to compete with farmers all over the United 
States who are using child laborers of 4, 5, and 6? 

Senator Kennepy. I suppose the argument which these people use 
is that they have families and that they work together as a family 
unit. Isn’t that the argument, if they could not have the children 
with them, it would present some problem of child care? 

Mr. Barr. You are quite right, Senator, and it cannot be considered 
aside from child care, because in some respects these youngsters cer- 
tainly should not be left behind in these very often wr retched camps 
with no adequate supervision, and not having any kind of protection. 

In terms of this kind of legal protection, » we have provided child 
care centers all over the State with the help of Federal funds, and as 
aah of our regular child care program, and I think the two have to 

e considered ‘together. If you are going to bar the kids from the 
farm in commercial agriculture, nobody is suggesting a youngster 

can’t help his dad around his own farm, but if you are going to bar 
youngsters from commercial agriculture, then child care facilities have 
got to be provided so that these kids can have a proper existence. 

Senator Kennepy. Iagree with you. You just can’t bar them with- 
out presenting some alternative. 

Mr. Barr. The resources are there, Senator, in the money you pro- 
vide to the Federal Government which the Federal Government gives 
gi be a in aid to the States for — care. 

enator Krennepy. Senator Prout 
Senator Proury. Thank you, Mr. an 
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Mr. Batt, what percentage of the labor force of Pennsylvania is 
covered by your State minimum wage? 

Mr. Barr. That is a good question, Senator Prouty, and I don’t 
have the figure. I will get it for you. 

(The figures referred to will be found on p. 1258.) 

The absolute figure is about 350,000 workers. But I will be happy 
to get it for you, the breakdown, how many are covered by the Fed- 
eral, how many covered by the State, and how many not covered at 
all. We have about 100,000 not reached at all. 

Senator Proury. What type of employment are they engaged in? 

Mr. Barr. Well, the service occupations. We have covered the 
largest employers in service occupations. We have covered retailing, 
which is by far the biggest, employs a quarter of a million women 
and children. We have covered hotels and restaurants and motels, 
which is the next largest. 

We have covered laundries which is the next largest, and now there 
is a whole amalgam, a whole group which we will cover in the re- 
maining institutions. 

Of the remaining institutions, hospitals, for example; welfare in- 
stitutions. These are uncovered and an awful lot of women work 
in this area. Men are uncovered by and large unless they are covered 
under Federal law. There are very few State laws which cover men 
under the State law. 

There is a movement in the States to get a statutory minimum wage 
covering men as well as women. ‘This, I think, is rank discrimina- 
tion against our sex, but there is this movement underway and most 
of the States now are undertaking it. Only 10 so far have succeeded 
in getting statutory minimum wage coverage. 

Senator Proury. Now, does the minimum wage of Pennsylvania 
apply to young people who, during their school vacations, for ex- 
ample, work in summer hotels? 

Mr. Barr. Yes, sir. But there are provisions for learners, so if 
they are brand new, fresh, and they are in training, we have learner 
provisions which in effect give the employer some relief so that he 
can employ these youngsters from college for summer vacations 
without disadvantage to himself. 

Senator Proury. Well, what wage would they get? What do you 
mean by inexperience ? 

Mr. Barr. I think in this hotel minimum wage order we have a 
learner period of a month and a half, something of that character. 

Senator Proury. After they work a month and a half, then they 
are entitled to your minimum wage? 

Mr. Barr. That is correct, sir. Now, it changes again. One of 
the problems here, Senator, is that under the wage board procedure, 
which is all that most States have, every industry is different. We 
have no uniformity whatsoever because it has to be worked out, as 
you know, by wage boards studying that particular industry practice. 

Now, we have 600 hours in our hotel occupation—600-hour provi- 
sion. So that for the first 600 hours—we divide that by 40 hours 
a week, 44 hours a week, and you can figure out how many weeks 
that is. 

Senator Proutry. That is — to summer hotels, for example? 

Mr. Barr. Yes. sir. We have a separate order for resort hotels 
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and for other hotels, quite frankly, because the problems of the sum- 
mer hotel are quite different, as you know. You have got a lot of 
them in your area 

Senator Proury. Some of these hotel operators the smaller ones at 
least, maintain that $1.25 minimum wage would be impossible for 
them to assume. I am just trying to ascertain the effects that such 
an increase would have. 

Mr. Barr. These summer hotels you are talking about 4 

Senator Proury. Yes. 

Mr. Barr. I think you would have to—I think the bill provides 
for allowances for lodging, allowances for food, allowances for tips, 
so within the usual pattern where you have allowances for all these 
three factors and you are depending on the weight to be given those. 
factors, the weight on the summer hotel would not be as heavy I 
think as they figure when you say a flat $1.25. I think the $1.25 
frightens them. 

I think in point of fact after you are through making allowances 
for their lodging, which is the big thing in some hotels, which they 
get free, their meals which they get free, three meals a day for free, 
and their tips in the case of service employees, it doesn’t frighten 
them so much. 

Senator Provry. Do you know what their average is in Pennsyl- 

vania at the present time, these young people ? 

Mr. Barr. What most of the young people are averaging / 

Senator Proury. Yes. Those that work in resort hotels, college 
students or a high-school students. 

Mr. Barr. I do not know, but I will be happy to get an estimate. 
This is an awfully tough thing to make, but we will get an estimate 
for you. 

Senator Proury. Just one other thing. [| notice on page 3 of your 
statement you refer to Pennsylvania studies which show the cost of a 
budget for an employed woman living alone of S2.800 2 yeur. Have 
you a breakdown of that budget? 

Mr. Barr. Yes. We got the help of the Federal Bureau of Labor 
Statistics. We made this for our large cities and small cities. We 
show very little difference, incidently, between the large cities and 
the small cities. In the small cities you effect some savings, in the 
small towns, but by the same token, in the large cities you effect other 
savings, and we found that this figure held up pretty well across 
the State. 

Senator Proury. Have you that broken down with you? 

Mr. Barr. No, sir, I don’t. But I would be happy to get for you. 

Senator Proury. I would appreciate it if you would. I have no 
further questions. 

Senator Kennepy. Thank you, Mr. Batt. Your testimony is most 
helpful. We want to express our appreciation to you and to Gov- 
ernor Lawrence for your attendance here today. 

Mr. Barr. Thank you, Senator. We express great appreciation 
to you and to your committee for taking the leadership i in this area, 
this important area. 

Senator Kennepy. The next witness is Mr. George S. Pfaus, 
deputy commissioner, labor and industry, New Jersey. 
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After that we will hear from Adm. George R. Le Sauvage; then 
Mr. Batt, of Lousiana; and Mr. Bowman. 

We are glad to see you, Mr. Pfaus. It might facilitate the hearing 
if you could summarize as much of your statement as possible because 
we do have four or five witnesses following you. 


STATEMENT OF GEORGE S. PFAUS, ACTING COMMISSIONER, NEW 
JERSEY DEPARTMENT OF LABOR AND INDUSTRY 


Mr. Praus. Right. I will be very happy to do that. 

Senator Kennepy. Your whole statement will appear in the record. 
Mr. Praus. Yes. 

(The prepared statement of Mr. George S. Pfaus follows:) 


TESTIMONY OF GEORGE S. PFAUS, ACTING COMMISSIONER, NEW JERSEY DEPART- 
MENT OF LABOR AND INDUSTRY 


I am appearing today in support of Senate bills 1046 and 1085. 

In addition to speaking for myself and the New Jersey Department of Labor 
and Industry, I know that I am also expressing the views of our revered Com- 
missioner Carl Holderman. I discussed this statement with him only several 
hours before his sudden passing just a few days ago. 

It is my belief that these amendments will serve to implement further the pur- 
poses of the Fair Labor Standards Act as expressed in section 2 “to correct 
and as rapidly as practicable to eliminate the conditions detrimental to the main- 
tenance of the minimum standard of living necessary for health, efficiency, and 
the general well-being of workers.” 

Senate bill 1046, introduced by Senator Kennedy, together with Mr. Morse, 
Mr. Clark, Mr. McNamara, Mr. Murray, Mr. Randolph, and Mr. Williams of 
New Jersey, provides for increasing the minimum wage to $1.25 per hour, 
eliminating exemptions which deprive many workers of the act’s protection and 
extending coverage in commerce on an enterprise basis rather than an em- 
ployee basis. 

A recent study conducted by the New Jersey Department of Labor and In- 
dustry, concerning the minimum cost of living necessary to support a working 
woman living as a member of a family at a standard of living sufficient for 
maintenance and protection of health, revealed that an hourly rate of $1.35 
was needed. For a single woman living alone, the rate was 39 cents higher at 
$1.74 per hour. National estimates for the minimum cost of living for a family 
of four are in excess of $2 per hour. Thus the proposed increase in the Federal 
minimum wage to $1.25 per hour is a conservative one. 

The need of workers covered by the provisions of the Fair Labor Standards 
Act is especially pressing in those areas not protected by collective-bargaining 
contracts. These unprotected workers have been the victims of a rising price 
level and a commensurate decline in their real standard of living. If we are to 
carry out the intent of the act to eliminate the conditions detrimental to the 
maintenance of a minimum standard of living, it is vitally necessary at this time 
to increase the minimum wage rate. 

Although some contend that raising the minimum will result in unemploy- 
ment in the low-wage industries, a study of plant adjustments to the $1 minimum 
wage, which appeared in the Octeber 1958 monthly Labor Review, concluded 
that “although some mechanization did replace labor, changes in employment 
aggregates in most of the industries studied tended to verify the general observa- 
tion that there did not seem to be a widespread substitution of capital for 
labor.” The positive aspect of putting a floor below which wages may not fall 
is the generation of purchasing power to buy the products of farm and factory 
and support improved community services. 

In enacting the present Fair Labor Standards Act, Congress did not exercise 
the full scope of the commerce power. The act expressly exempted millions of 
Americans working for establishments affecting interstate commerce. They are 
the workers who are most in need of the protection the act was designed to 
afford. The largest groups of these exempted workers are employed in the 
lowest paying occupations. Senate bill 1046 extends coverage to many of these 
areas which were previously without protection. 
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In New Jersey we have attempted, with some success, to protect those groups 
exempted by Federal statute, but our minimum wage law covers women and 
minors only and requires separate wage boards and regulations for each in- 
dustry. This wage-board method of establishing minimum wages in specific 
industries and occupations is cumbersome and procedurally difficult to effect. 
Despite the continued efforts of Governor Meyner to obtain a universal minimum 
wage covering all workers in New Jersey, we have been unsuccessful, because of 
political opposition in the legislature. 

In many instances forward-looking States, which have raised their rates, have 
been put at a competitive disadvantage in relation to less progressive States. 
Extension of the coverage as set forth in S. 1046 will eliminate to some degree 
this unfortunate inequity. Industry representatives, who have appeared before 
wage boards in New Jersey, have repeatedly pointed out the hardship caused by 
such competition. Their contention is a valid one but it is interesting to note 


that some of these same representatives have consistently opposed any attempt 


by the Federal Congress to deal with the problem. 

It is estimated that the extended coverage afforded by this amendment will 
include an additional 13,000 establishments and 319,000 employees in New 
Jersey. 

The amendment also contains provisions to protect small busines. It may be, 
however, that too large a proportion of workers is excluded in the retail sales 
and service industries. 

The hotel industry, which is exempted under the provision of our State laws, 
will be covered in S. 1046. Here, too, all but the larger hotels are exempted 
from the amendment provisions. 

A most important provision of the amendment concerns the extension of the 
act’s coverage on an enterprise basis rather than on an employee basis. This 
will simplify administration and enforcement of the act and extend coverage 
to many who were previously disqualified on a technical basis—even though they 
were working side by side with covered employees. 

Senate bill 1085, the Fair Farm Labor Standards Act of 1959 would extend 
the principles of minimum-wage and maximum-hour legislation to the agricul- 
tural segment of our economy. Such legislation has long been needed and the 
action proposed by the sponsors of the bill is long overdue. 

America’s farmworkers have been the forgotten men and women of the 
country. They have been working long hours for low pay and have suffered 
from severe forms of exploitation. They have been generally excluded from the 
protection of social legislation which has been enacted to protect workers in 
other industries. 

Farm workers have, for the most part, not been organized—perhaps because 
they were denied the protection of the Wagner Act. As a consequence, they 
have been unable to obtain for themselves wages, hours, and working condi- 
tions, which are normally associated with the concept of American standards 
of decency. 

Substandard wages are at the root of the farm labor problem. Cheap, domes- 
tic labor from other areas and nonfree foreign labor have been imported in 
the past so as to undermine the wage levels of local farmworkers. As wage 
levels have deteriorated, the plight of the farmworkers has become progres- 
sively worse. 

In New Jersey we have attempted, through our migrant-labor codes, to insure 
adequate housing, heat, and sanitary facilities for the migrants who help to 
plant and harvest our agriculture production. This act will supplement our 
effort by raising the eeonomic and social standing of the migrant workers. 

If the worker and his family could be assured a decent income through the 
guarantees of the Fair Labor Standards Act, he might then be able to solve 
his other basic problems for himself. After a period of remunerative employ- 
ment, many a migrant farmworker would be able to make an adjustment to a 
steady job in one area where his children could go to school on a regular basis 
and where his family could enjoy the benefits of community life. 

Higher wages for farmwork would make many more local workers available 
for agriculture, thus reducing the necessity of importing workers. . Moreover, 
higher wages for farmworkers would so enhance the value of these workers in 
the eyes of the farmers that they might then be willing to face up to the other 
problems of turnover, substandard housing, and the need for sound labor- 
management relationships. 
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Our experience in New Jersey has been that many growers recognize the 
value to themselves of increasing wages so as to make available a greater 
number of local workers. It is difficult for these growers—or even all of them 
in New Jersey—to solve this problem by themselves. They are faced with the 
competition of growers in other parts of the country who are paying substan- 
tially less for workers. 

The problem of interstate competition has been a major barrier to an effec- 
tive solution of social problems on a State-by-State basis. It has been used to 
prevent action on behalf of farmworkers with respect to obtaining minimum 
wages and maximum hours, to improving housing, sanitation, and other con- 
ditions, or to protecting farmworkers with workmen’s compensation and other 
forms of social insurance. This is the reason it is so important for the Federal 
Government to take the initiative in providing solutions for these problems. 

I want particularly to endorse the principle involved in S. 1085 of adjusting 
agricultural wages gradually to the minimum wage prevailing for other indus- 
tries. In our opinion, it would cause a real hardship for agriculture to adjust 
its wages immediately to the minimums established for other industries. Agri- 
culture should be given a few years to adjust to a higher wage and to get itself 
into position where it can take its place with other industries in competing for 
the available labor supply. 

In New Jersey it is estimated that approximately 5,000 hired workers, or 
about one-quarter of the hired farm employees, would be covered. SS. 1085 
excludes from coverage farmworkers employed by farms with less than 2244 
man-days of employment per year. This provision would exclude the great bulk 
of farmworkers in the State of New Jersey and it is suggested that this require- 
ment be changed. 

One of the typical patterns of employment in New Jersey is for individual 
growers to join associations which do the recruiting, hiring, and allocation of 
workers among farmers. While most of the individual growers would be exempt 
on the basis of the criterion incorporated in S. 1085, the associations would not 
be, if they could be defined as the employer under the act. 

Perhaps the best way of solving the problem is to define covered employment 
in terms of a smaller number of man-days. 

I would like to suggest that any farm which employs, at any time, six or more 
nonfamily workers, be covered under the act. 

The objectives of both amendments are particularly commendable because they 
will enable 8 million exempted wage earners to achieve a better portion of the 
national income to which they have a just and equitable right. Most of these 
workers, although steadily employed, are not earning sufficient wages to maintain 
a mininrum standard of living for themselves and their families. 

The continued prosperity of New Jersey and the rest of the Nation is greatly 
dependent on the improvement of the economic status of workers now living on 
substandard incomes whom this legislation will immediately affect. The deter- 
minant of production in our factories and prosperity in all places of commerce 
is the ability of consumers to purchase the goods upon which production and 
commerce are ultimately based. Since wage earners and their families represent 
the most sizable consumer group in our State and in the United States, the 
purchasing power of this group should increase at a rate sufficient to enable our 
productive capacity and commercial activity to expand and prosper. 

In our State of New Jersey, it is estimated that the extended benefits provided 
by S. 1046 and S. 1085 will increase the income of 51,000 workers by over $24 
million per year. This $24 million represents potential annual purchasing power 
that will almost immediately have substantial effect upon our State’s economic 
and business life by enabling low-wage earners to purchase more of the neces- 
sities of life of which they have been deprived. 

For the aforementioned reasons, we urge the favorable reporting of these 
amendments to the Fair Labor Standards Act so that justice will be rendered to 


the workers concerned and the economic well-being of the Nation will be 
fostered. 
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STATISTICAL SUMMARY 


APPENDIX 1.—Hstimates of additional establishments and employees to be 
covered by S. 1046, by industry group 


Gross sales | Number of | Number of Percent of 





Industry requirement | _ establish- | employees | total 
ments | employees 
Retail trade a $500, 000 | 502 | 82, 000 33.6 
Service me : ga 500, 000 | 167 | 27, 000 27.6 
Laundry, cleaning ecole 250, 000 | 121 | 13, 000 56.8 
Transit system None | 3, 681 | 107, 000 | 100.0 
Building trades - - ieweae asi 50, 000 8, 333 | 90, 000 84.1 
Total___- : = 12, 804 | 319, 000 | eee 


Estimates of additional establishments and employees to be covered by S. 1085 
in agriculture 
Industry: Agriculture: 


Annual man-days__-_ 5 agian ple ea ae eae ee eee 2, 244 
we Be Ba 6, a SR a EE SS eh AA ae ee Mel ipd Beet se fat da 500 
ren were. ee ee es ee Se ee ke a ® 5, 000 
Percent OC total Tifoe Workers... eee 25 


Estimated effect of S. 1046 and 8. 1085 on additional wages, by industry group 





| 
! 





| Workers | Percent of Annual 
Industry | below total | additional 
| proposed workers wages 
minimums covered 

Retail trade___- aot ale 24, 600 | 30.0 | $8, 290, 200 
Service __- : 10, 100 | 50.0 | 4, 949, 000 
Laundries, cleaning ste an 8, 768 70.0 | 5, 366, 000 
Hotels ‘ : 6, 289 90.0 | 4, 490, 300 
Agriculture _ : 1, 300 26.0 477, 100 
Total_ : ee i AS Tent pasa 23, 572, 600 


Sources: ‘‘County Business Patterns, First Quarter 1956, Middle Atlantic States,’’ U.S. Department of 
Commerce. ‘1957 New Jersey Covered Employment Trends,’’ New Jersey Division of Employment Se- 
curity, Department of Labor and Industry. ‘1954 Census of Agriculture, Middle Atlantic States,” U.S. 
Department of Commerce. 


APPENDIX 2.—Annual cost of maintenance and protection of health for a woman 
living as a member of a family, September 1958 


“Adequate” 

GN a ee eer Be Ss Pod 88 2, 698. 62 
Housing, food at home, and other household expenses_______________ 713. 46 
RN sce Pk SO od or a Ee a 221. 85 
ney ao 0k co Oa Oe ee Le 342. 37 
a CU ne a re ee ee a 29. 01 
RT NS Be ES Br ci doe er ed ne OG Ait 74. 98 
UR? Cs oe ag OG oe ee he ee FE 126. 81 
Per Cias eee itiee 2 ei Se aes 8 a . 228. 39 
Other living essentials, including transportation______.______________ 206. 40 
enpaeins” Care oo et Se eh et eis od ea 367. 78 
Insurance ______ BSL BN ee AT SE es OO Ea 0 ee) 117. 71 
mwa: eh bs Seb tts aise oe eT eG Ca a eee 269. 86 


NoTe.—Required to meet annual cost of living: Average weekly earnings, $52.91 (51 
weeks) : average hourly earnings, $1.35 (2,000 man-hours). 
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APPENDIX 3.—Annual cost of adequate maintenance and protection of health of 
a woman worker living alone in a furnished room and cating meals in res- 
taurants, September 1958 


“Adequate” 

IE sts taeda eonabceteade san scsi asd nese i ceca sala ota clea 

POG tice si Sei echo bie) Se Js Uie ered Wr: CURLETS rae ey ree 767 jue 
ROO Saisie conde ca osiattween eae ene eee ae eee 701. 12 
COR  cebiotin tate teedetlothen cketdesn Je ee ee 342. 37 
I Na cinta cm ties serch eng tniep area da a whee and hee ee 29. 01 
Peper Care. ee ee eee 74. 98 
Pe CI nei i sc. cess) nccria emia encanto eons AL 126. 81 
Re CG EN isaac casei cde ae Seca ae 228. 39 
Other living essentials, including transportation_____._.______________ 206. 40 
EI ODD eich es oss eo cect pees ccna talc ag ak aes ea nierciniceeo mia aaa 148. 07 
PCI ecg ce ac Saban seen elses ais ee 347. 91 
BUCCI GO sii Sci sa cements ewe gd Ee ae 511. 82 


NoTe.—Required to meet annual cost of living: Average weekly earnings, $68.22 (51 
weeks) ; average hourly earnings, $1.74 (2,000 man-hours). 


MINIMUM WaGE ORDERS—WAGE AND Hour BuREAU, NEW JERSEY DEPARTMENT OF 
LABOR AND INDUSTRY 


APPENDIX 4.—Current wage orders 





hour. Overtime at 14% employee’s 


rates of $0.55 and 
regular rate of pay after 40 hours. 


$0.60 per hour. 


Wage Effective Coverage (women 
order date and minors) | Provisions Comments 
No. | | 
sci cineen tata ladasndiadyatpanctatecnell Ascaltnsc csatnatgnee tail cies hills diet asad inn ints ~ 
| | 
9 | Feb. 19, 1956 | Restaurant | Nonservice: 1 or no meals, $1 per Superseded wage 
occupations. | hour; 2 meals, $0.87; resident $0.34. | order No. 6 and 
Carhops: 1 or no meals, $0.80; rates of $0.26!9 
2 meals, $0.67. Service: 1 or no to $0.45 per 
| meals, $0.66; 2 meals, $0.53; resident hour. 
| $0.5). Overtime at 1)¢ employee's 
| regular rate of pry after 40 hours. 

10 | May 6,1956 | Laundry and | Nonclerical: Ist 4 weeks, $0.80 per | Superseded wage 
cleaning and hour; thereafter $0.85 per hour. order No. 7 and 
dying oecupa- | Clerical: Ist 4 weeks, $0.75 per hour; | rates of $0.50 per 
tions. | thereafter $0.80 per hour. Overtime | hour. (No.7 

at 144 employee’s regular rate of | replaced wage 
pay after 40 hours. | orders Nos. 1 
| and 4.) 
11 | Oct. 9, 1956 | Mercantile | $1 per hour: Students $0.85 per hour; | Superseded wage 
occupations. | beginners (Ist 180 days) $0.85 per order No. 8 and 
i 





APPENDIX 5.— Wage orders being considered for revision 














Wage Effective Coverage (women Provisions Comments 
order No. dates and minors) | 
a FE  —— ——_ sa 
oeut lal Oct. 29, 1940'| Light-manufac- $0.35 per hour; overtime at 14¢ em- | Higher Federal 
| turing oecupa- plozes's regular rate of pay after 40 | rates apply. 
| tions. ours. 
3 ..| Dee. 1, 1942!) Manufacturing | $0.35 to $0.40 per hour; overtime at 144 Do. 
| wearing apparel employee’s regular rate of pay after 
and allied occu- | 40 hours. 
pations. 
5 _..| Jan 10,1943 | Be: auty-culture $0.40 per hour; $0.60 per hour over 48 | In process of re- 
occupations. | hours per week. vision. 
' Revised. 


Mr. Pravs. I want to point out, first, that in appearing here I am 
not only speaking for myself but lam expressing the views of the late 
Commissioner Carl Holderman who actually went over this with me a 
few hours before he passed away just a week ago tomorrow morning. 

41681—59 61 
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A recent study conducted by the New Jersey Department of Labor 
and Industry, concerning the minimum cost of living necessary to sup- 
port a working woman living as a member of a family at a standard 
of living sufficient for maintenance and protection of health, revealed 
that an hourly rate of $1.35 was needed. 

For a single woman living alone, the rate was 39 cents higher at 
$1.75 per hour. 

Senator Kennepy. I think that is a most interesting study. 

Mr. Praus. I appended a copy of the items on which this was 
worked out to the statement. 

Senator Kennepy. Fine. 

Mr. Pravs. It is there as appendix 2 and appendix 3, you will note. 
(See p. 938.) 

Senator Kennepy. Thank you. 

Mr. Pravs. And this incidentally was a study which was made as 
recently as September of last year. Of course, the national figures for 
the minimum cost of living for a family of four are in excess of $2 per 
hour. That is why we feel that the $1.25 an hour provided in this bill 
is actually a conservative one. 

There is a very important observation that was made in the October 
1958, Monthly Labor Review, which deals with the question of whether 
setting higher minimums replaces labor, and I would like to quote that. 

Although some mechanization did replace labor, changes in employment ag- 
gregates in most of the industries studied tended to verify the general observation 
that there did not seem to be a widespread substitution of capital for labor. 

The positive aspect of putting a floor below which wages may not 
fall is the generation of purchasing power to buy the products of farm 
and factory and support improved community services. 

As Bill Batt has indicated in Pennsylvania, we too in New Jersey 
have attempted with some success to protect the groups that are not 
now protected by the standards by our own minimum wage law, and 
we have the same problems in New Jersey that Mr. Batt has in Penn- 
sylvania in that our law covers only women and minors, and we have 
to go through the wage-board method of establishing industry by 
industry the minimums involved. 

We have made a careful estimate of what the effect of this amend- 
ment would be on establishments and number of employees in New 
Jersey, and have come up with the careful estimate than an additional 
13,000 establishments and an additional 319,000 employees would be 
covered who are not now covered. 

Also that the amendment would bring into coverage the hotel in- 
dustry which in New Jersey is not covered under our own State laws. 

We have tried in New Jersey ever since the present administration 
came into control to get a universal minimum wage law, but the 
opposition in the legislature does not go along with this, and so far 
we have not been successful in having that. 

We are very much interested in the other amendment, S. 1085, the 
Fair Farm Labor Standards Act of 1959, because this would extend 
in our State the kind of coverage to an area that is not covered at all. 

The same arguments that other speakers have made are set. forth, 
IT am sure, with I hope the same force as the statement to be filed. 

I want to point out again an estimate. It was estimated that ap- 
ear eae 5,000 hired farmworkers or about one-quarter of the 

ired farm employees would be covered. The exclusion of the farm- 
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workers employed on farms with less than 2,244 man-days of employ- 
ment per year is what accounts for this. 

Therefore, as much as we are in favor of it, we would like to see 
the exclusion limitation in some different way so that more of our 
farmworkers would be covered. 

We strongly favor the proposal in that amendment that the mini- 
mum be established on a graduated scale so that there will be no 
hardship for the growers involved. As the minimum goes up, and 
goes up not only for the farmers in New Jersey but for the farmers 
in all of the States, the competition will be equal and it can be met 
by the farmers. 

It is estimated that the two amendments together will increase 
the income in New Jersey of 51,000 workers by over $24 million per 
year. This $24 million, of course, represents the potential annual 
purchasing power that will almost immediately have substantial effect 
upon our State’s economic and business life by enabling low-wage 
earners to purchase more of the necessities of life and the necessities 
of life from which they have been deprived. 

I have appended, Senator, the breakdown of these estimates of 
the different industries, and as I mentioned before, the study on which 
the cost of living for the women living either alone or as a member 
of a family is based, and also a very -boiled-down summary of the 
wage orders that we now have in effect in New Jersey. 

We are in the process of setting up three new ones, and going 
through the laborious method of the study in each case in the wage 
board. 

Thank you. 

Senator Kennepy. I think that yours is an excellent statement. 


I think your statistical material especially will be helpful to the 
committee. 


Senator McNamara? 

Senator McNamara. I have no questions. I agree with your com- 
ment that this will be very helpful to the committee. 

Senator Kennepy. Senator Prouty ? 

Senator Proury. Mr. Pfaus, do you know how many agricultural 
workers you have in New Jersey ? 

Mr. Praus. There are approximately 37,000. 

Senator Proury. Well, if I read the figures in your appendix 1 
correctly, you are suggesting that of that number only 5,000 will be 
covered. 

Mr, Pravus. No; 37,000 includes family workers. The 37,000 is a 
good estimate, but the employed egtieditoral workers are approxi- 
mately 20,000, and this amendment would cover 5,000 of those. That 
is to say, of the 20,000 who are employed, 5,000 are on farms where 
2,244 man-days or more are worked by employed hired hands. 

Senator Proury. How about farm income in New Jersey. How 
does it compare with, say, what it was 4 or 5 years ago? Has it gone 
up or down? : 

Mr. Pravs. I understand that last year was a better year than 
previously, and we are hoping that that is going to enable some of 
our growers to meet the new requirement we just passed for better 
housing for migrant workers, but I haven’t the actual figures, and I 
have recently had complaints from farm leaders, leaders of farm or- 
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ganizations, that it is not going to be as high this year at is was last 
year. I have no basis for knowing whether that is true or not. 

Senator Prowry. Do you have many migratory farmers in New 
Jersey ? 

Mr. Praus. Yes. It runs about 12,000 to 15,000 each year. About 
half of these are Puerto Ricans, and the other half are workers, 
mostly Negro workers from the Southern States, that follow the 
crops up through our State to New England and back down again. 

Senator Proury. What is the average wage being paid to these 
people, do you know ? 

Mr. Pravs. Well, the contract with the Puerto Rican Government 
this vear calls for (7 cents per hour. 

Senator Prowry. Now, do you have a minimum wage law in New 
Jersey ¢ 

Mr. Pravus. Yes, sir. But it does not cover farmers. It does not 
cover farmers or farmworkers at all, and our minimum wage law 
covers only women and minors. 

Senator Proury. What is the uniform minimum wage? 

Mr. Praus. There is no universal minimum wage. It has to be set 
industry by industry. For example, wage order No. 9, which covers 
restaurant occupations, runs $1 an hour for the people who do not 
get tips, and se get no meals, down to 50 cents an hour for the 
people who do get tips and who do get two meals, and also get their 
place to sleep. 

And wage order No. 10, which covers laundry, cleaning, dyeing 
occupations, requires 80 cents an hour for the first 4 weeks, and 85 
cents an hour thereafter for nonclerical workers, and a nickel less 
in each case for clerical workers. 

And the last one which was issued, which covers mercantile occupa- 
tion, requires $1 an hour excepting for students and for beginners for 
the first 180 days of their work whieh requires 85 cents an hour. 

But in all of these cases coverage is for only women and minors. 
Of course, in all practicality, there would hardly be a place that would 
pay male workers less than is being paid female workers for the same 
occupation. 

Senator Proury. Thank you very much. 

Senator Kennepy. Thank you very much. I am glad you were 
able to come here. 

Mr. Praus. Thank you. I appreciate the opportunity to be here. 

Senator Kennepy. The next witness is Adm. George R. LeSau- 
vage, chairman, Government Affairs Committee, National Restaurant 
Association. 


STATEMENT OF ADM. GEORGE R. LeSAUVAGE, CHAIRMAN, GOV- 
ERNMENT AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSO- 
CIATION, ACCOMPANIED BY CHARLES PATRICK CLARK, COUNSEL, 
AND THOMAS POWER, WASHINGTON REPRESENTATIVE 


Mr. LeSavvace. Mr. Chairman, I would like to introduce Mr. 
Clark, the attorney for the association in Washington, and Mr. Power, 
who represents the national association in Washington. 

Senator Kennepy. We are very glad to have you. We know Mr. 
Clark and we are glad to have him here. We are also pleased to 
welcome Mr. Power. | 
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Mr. LeSavuvace. Thank you. 

Mr. Chairman, the main statement has been filed with the com- 
mittee and I have here an outline of the main which I would read if 
you want me to. 

Senator Kennepy. Certainly. You may proceed in whatever way 
is most satisfactory to you. We will see to it that your full testimony 
is placed in the record. 

{r. LeSauvace. Thank you very much. 
(The prepared statement by Mr. LeSauvage follows:) 


STATEMENT OF ApM. GreorRGE R. LESAUVAGE, CHAIRMAN, GOVERNMENT AFFAIRS 
COMMITTEE, NATIONAL RESTAURANT ASSOCIATION, ON PROPOSALS TO AMEND THE 
Farr LApor STANDARDS ACT 


Mr. Chairman and members of the subcommittee, my name is George R. 
LeSauvage; and I am chairman of the Government Affairs Committee of the 
National Restaurant Association. I have been actively engaged in the restau- 
rant business for the past 30 years, and I have served on four New York State 
Industry Minimum Wage Boards. I have a statement here which I would like 
the privilege of commenting on briefly while filing the entire statement for the 
record, if I may. 

I appreciate the opportunity to present the recommendations of the National 
Restaurant Association with respect to the proposals for extending the coverage 
of the Fair Labor Standards Act. Our association represents about 25,000 
restaurant establishments in the United States. In addition, we are speaking 
for and with the authority of 75 State and local restaurant associations, bring- 
ing the total establishments represented to about 115,000, or about 70 percent 
of the restaurant industry. 

We are vitally interested in S. 1046 presently before this subcommittee insofar 
as it would apply the provisions of the Fair Labor Standards Act to a substantial 
part of the restaurant industry. 

In our opinion, S. 1046 will apply the Fair Labor Standards Act to the vast 
majority of restaurants having an annual volume of sales in excess of $50,000. 
As restaurant operators, it is difficult for us to conceive of operating a restau- 
rant in our present economy without more or less consistently thoroughout 
every workweek of the year receiving at least a minimum of goods from out of 
State. Since the courts have held that goods from out of State remain in inter- 
state commerce until they come to rest in the establishment for which they are 
intended, we believe that any restaurant employee receiving goods from out of 
State would be engaged in commerce. Virtually every restaurant operator 
receives at least some goods directly from out of State and thus it would appear 
that a substantial majority of restaurant operators would be covered under the 
Fair Labor Standards Act if 8. 1046 is passed as introduced. 

Before considering the effects which we believe the Fair Labor Standards Act 
will have on the restaurant industry, we would like to state our reaction to 
subparagraph 7 of paragraph T of section 3 as proposed by S. 1046. In our 
opinion, this provision invites litigation, provides a loophole in the law if passed, 
and is inconsistent with the intention to cover only larger enterprises under the 
act as expressed in subparagraph 1 of paragraph T of section 3 of S. 1046. 

Under present law, if an employee is engaged in interstate commerce, by virtue 
of that fact, he is covered under the act unless otherwise exempt. This is logical 
because the coverage of employees engaged in interstate commerce is one method 
to regulate an industry in accordance with the affect its employees have on 
interstate commerce. Under the proposed subparagraph 7, if but one employee 
of an enterprise having an annual volume of sales in excess of $50,000 is engaged 
in interstate commerce, then every employee of that enterprise is covered under 
the act. We submit that subparagraph 7 does not cover employees by virtue of 
their effect on interstate commerce. An enterprise having one employee engaged 
in interstate commerce does not necessarily, nor is it even more likely to, have a 
greater affect on interstate commerce than an enterprise doing a larger volume 
of business which does not happen to have the single requisite employee engaged 
in commerce. Why single out enterprises, and only those enterprises, which 
might have but one employee engaged in commerce while ignoring other enter- 
prises which may have just as great or a greater affect on commerce but do not 
happen to have an employee engaged in commerce? 
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In our opinion, if Congress wishes to cover under the act all employees of an 
enterprise in accordance with the enterprise’s affect on commerce, regardless of 
whether given employees of the enterprise are engaged in commerce or not, a 
gross-volume-of-sales test is better calculated to measure the affect on commerce 
of various enterprises than the “engagement of one employee in commerce” 
test. Subparagraph 7 will present an obvious loophole for avoiding the effects of 
the act. An enterprise may carefully avoid the engagement of a single employee 
in interstate commerce and still have the same effect on commerce. Moreover, 
subparagraph 7 will give rise to unnecessary litigation. The factual question 
as to whether a given employee is engaged in commerce will give rise to more 
litigation than the simple volume-of-sales test. The legal question as to what 
constitutes engagement in commerce by an employee in a retail establishment 
is a question which has never been litigated. If it is intended to apply the act 
to all enterprises doing $50,000 a year, we believe the proposed law should 
clearly and unequivocally state this fact. If this is not the intention, we 
recommend the elimination of subparagraph 7. 

Our second recommendation is that the exemption from the act presently 
granted to the restaurant industry should be continued. The effects on the 
restaurant industry of the Fair Labor Standards Act, if it is applied and par- 
ticularly if the minimum wage is raised to $1.25 an hour, will be contrary to 
the fundamental purposes of the act. In our opinion, S. 1046, if enacted, will 
have the following harmful effects on the restaurant industry: 

1. Because of the practice of tipping service personnel, the bill will benefit 
the highest paid employees in the restaurant industry while demoralizing as 
well as economically injuring the lower salaried employees in our industry. 

2. The adverse effect on employment in our industry will be greater than 
on any other industry to be covered by the act if 8.1046 is passed. 

3. S. 1046 will force payrolls in the restaurant industry higher than in 
any other industry to be covered by the act. In our thoughtful consideration, 
payrolls will be forced up at least 37 percent on the average throughout 
the United States. 

4. Because payrolls are relatively larger as a percent of cost in the 
restaurant industry than they are in any other substantial industry to be 
covered, menu prices will be forced up more than 15 percent. 

5. Because our competition is with the lunch pail and the alternative of 
eating at home, a substantial increase in menu prices will sharply curtail 
sales in our industry even though prices of competitors are correspondingly 
increased. 

6. Since there are literally thousands of marginal restaurants which 
operate on a bare minimum of profit, a substantial decrease in sales will 
unquestionably force many of them out of business. 

7. Because the eating habits of the American public are fixed by physical 
necessity as well as custom, the 40-hour workweek will have a more 
burdensome effect on the restaurant industry than on any industry that 
will be covered. The result will be the widespread use of undesirable, 
uneconomic split shifts. 


NO ALLOWANCE FOR TIPS 


S. 1046 makes no allowances for tips or gratuities in its definition of “wages.” 
In construing the present Fair Labor Standards Act, the courts have held that 
“tips are not wages for the purposes of this act.” Pidilla v. Henning Hotel 
Company, 319P.2d 874. It must be assumed that in passing this chapter, Con- 
gress knew the generally accepted meaning of the simple words such as ‘tip’ 
and that tips were not included in the meaning of the word ‘wages,’ otherwise 
Congress would have said so.” Harrison v. Kansas City Terminal Ry. Co., 126 
F. 2d 422. 

If S. 1046 is passed as presently written, waiters and waitresses, personnel 
hardly to be considered in the minimum wage category, people with incomes 
the act was never designed to protect, will receive unfair benefits: which by 
economic necessity will utlimately be injurious to all other employees and to 
the public as a whole. Even in my own State of New York where wages of 
restaurant employees are among the highest in the country, the law provides 
for a minimum wage of $1 an hour; but for service personnel, makes an allow- 
ance of 30 cents an hour for tips and 10 cents an hour for meals. This allow- 
ance of 30 cents an hour for gratuities is by no means a realistic approximation 
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of tips generally received. It is more or less an arbitrary figure designed to 
insure that even those employees receiving the barest minimum of gratuities 
will be protected. 

S. 1046 will force an increase in the wages of service personnel by at least 
55 cents per hour. This $22 per week will be a discriminating windfall for 
them while other workers will only be assured the minimum of $1.25 an hour. 
This tremendous increase for service personnel will, of course, militate against 
the possibility of raising other wages to justily comparable amounts; and thus 
the injurious effect on nonservice workers becomes apparent. 

To solve this problem we have no recommendation other than to continue 
the present exemption for the restaurant industry. In establishing Federal 
minimum wage standards, Congress necessarily applies a set figure equal for 
every area of the United States. A uniform minimum wage is not equally 
justified as applied to every area because cost of living varies from one part 
of the country to another. In one area, a somewhat higher figure may be 
required than in another area. To a degree, the figure established by the 
Federal Government is somewhat of a compromise. The application of one 
minimum wage to every area of the United States is partly justified on the 
basis of equalizing competition involving labor costs between the States. This 
is never true, however, as applied to the restaurant industry because inter- 
state competition simply does not exist in the restaurant industry. Even though 
in some instances it may be necessary to establish a uniform minimum wage 
throughout the United States despite some inequities, we think it should be 
borne in mind that such uniformity will be more harmful, more arbitrary and 
more unjust in some industries than it will be in other industries. In our 
opinion, the restaurant industry is definitely in this category, particularly be 
cause of the American custom of tipping in our industry. 

To establish a minimum wage to be applied equally to a waiter in the Wal- 
dorf Astoria as well as to a waiter in some small restaurant in Arkansas does 
ereate some inequities. To establish an equal allowance for tips in the two 
locations multiplies the inequities a hundredfold. Because of the local character 
of this problem it is definitely one area better left to the States for regulation. 
Tips will vary not only from one area of the country to another, but they will 
also vary from one community to another in the same State, and even from 
one restaurant to another in the same city. Tips will vary not only in accord- 
ance with the amount of sale, but also as a percentage of sales. In short, tips 
are so variable, so local in character, that individual States, in establishing 
minimum wages, have invariably set one minimum for service workers, one 
for nonservice workers, another for one city within the State, and still another 
for a village or hamlet, and possibly even an additional one for resorts or 
seasonal locations. 

In our opinion then, because of the tip problem alone, Congress should con- 
tinue to exempt the restaurant industry from the Federal wage and hour law. 


EMPLOYMENT WILL BE SUBSTANTIALLY CURTAILED 


The application of the Fair Labor Standards Act to the restaurant industry 
will have a greater effect on employment in our industry than on any industry 
to be covered under the act. This is because wages will be increased so 
drastically in the restaurant industry. Such an increase will have the normal 
economic effect. As we will explain, we honestly believe a 37 percent payroll 
increase will be necessary. Mechanization will have to be introduced. Auto- 
matie cafeterias will replace the service restaurant; the automatic dishwasher 
will replace human dishwashers; but beyond this effect and even more im- 
portant, borderline employables will be substituted by more productive help. 
Because of the restaurant industry’s ability to pace its work according to the 
individual’s ability to produce, the industry has traditionally filled a need in 
the American economy by offering employment for the unskilled and somewhat 
unproductive worker. As a result, the industry has always provided jobs 
for many hundreds of thousands of employees who might otherwise be classified 
as temporarily unemployable. The restaurant industry provides work for the 
untrained, the transient, people temporarily out of work, individuals looking 
for part-time or temporary employment, and students. 

If the restaurant industry can’t use these people to wash dishes, who can? 
All too often they will be forced to unemployment compensation, public welfare, 
or full-time employment. These people, because of their lack of productiveness, 
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are invariably paid minimum wages. We know of no place in the United States 
where wishwashers and busboys are paid $1.25 an hour. Not even under col- 
lective bargaining agreements do their wages approach anywhere near this 
rate. In the same establishment where a cook will recive $2 or $3 an hour, 
a dishwasher will recive $1. Rightly or wrongly, this is a fact; and we wish to 
bring it to the committee's attention. To force our industry to pay these people 
a minimum of $1.25 an hour will have a tremendous impact on the payroll 
of the restaurant industry—a far greater impact than on those industries which 
do not employ such a very high percentage of borderline employables. Keep 
in mind that this act will require the industry to pay a busboy $65 for a 48- 
hour workweek. 

These wage increases will foree restaurant operators to seek more productive 
help which will reduce overall employment. We believe more harm will be 
done by substantially eliminating any possibility of employing borderline em- 
ployables than good will be accomplished by increasing minimum wages. For 


this reason, we urge you not to eliminate the exemption from the Fair Labor = 


Standards Act of the restaurant industry, which has traditionally filled a need 
in the American economy for the employment of personnel of somewhat limited 
productive ability. 

We also ask you to keep in mind that borderline employables are seldom 
heads of household. The social obligation to the individual worker is not the 
same as it is to the sole breadwinner of the family. Through legislation, how- 
ever, it is virtually impossible to make a distinction between the two. If the 
Federal Government is going to assume this obligation, the most practical 
way to make such a distinction is to subject certain industries to the act while 
leaving other industries unregulated or regulated only by State law. This 
makes better sense than the Federal regulation of enterprises strictly on the 
basis of size. If a living wage is an aim of legislation to establish minimum 
wages, it makes little difference whether employees work for a large or small 
concern. In either place of employment, the minimum standard of living is 
the same. If you want to provide an escape valve for certain borderline em- 
ployables, if you want in a practical way to differentiate society’s obligations 
to a family man as opposed to the individual worker, exemptions of certain 
industries best equipped to fill this need, such as the restaurant industry, are 
not only morally justified but may well be morally required. 


PAYROLL WILL BE FORCED UP 37 PERCENT 


The adoption of S. 1046 will force payrolls in the restaurant industry up 
about 37 percent. You may well ask why this figure is so high when surveys 
have clearly shown in the past that the application of minimum wages to other 
industries have never had any such effect on payrolls. The reasons why the 
impact will be so great on the restaurant industry are three: 

First, the proposal makes no allowance for tips. Service personnel consti- 
tute 40 percent of the workers in service establishments. We believe the aver- 
age wage in the United States for service personnel, waiters and waitresses, 
not including tips, is not more than 60 cents an hour. In New York where 
wages for service personnel are among the highest, the average wage not includ- 
ing tips is only 60 cents plus meals. A 65-cent increase in the wages of service 
personnel, a 108 percent increase, will force payrolls of the service restaurants 
up about 21 percent alone. 

Finally, if we are required to raise minimum salaried employees and all 
service employees to $1.25-an-hour levels, we will be forced to raise the whole 
salary structure. Surveys of the effect of previous Federal minimum wage 
increases have not demonstrated that maintaining wage differentials was a 
serious problem in other industries, according to the Department of Labor. 
Such will not be the case in the restaurant industry. Why? Because our most 
serious wage problem in the restaurant industry today, even without the appli- 
cation of minimum wages, is the problem of maintaining wage differentials be- 
tween service and nonservice personnel. We have no control over the gener- 
osity of our patrons and no control over tips. Over and over again, a girl 
will come to work for us as a waitress and in a matter of a few weeks will 
earn more than a skilled cook who has been with us many, many years. How 
much more will this problem be magnified if we are required under Federal 
law to double the wages of service personnel? The cost of raising wages of 
borderline employables, of increasing wages to maintain differentials, and of 
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increasing wages of service personnel will boost the total payroll cost of the 
restaurant industry on the average throughout the United States by at least 
37 percent in our best judgment. 


MENU PRICES WILL BE INCREASED AT LEAST 15 PERCENT 


S. 1046 will force menu prices up at least 15 percent. Payrolls as a percent 
of sales in the restaurent industry are higher than in any other substantial 
industry to which this bill will apply. At the present time, we estimate total 
payroll cost, including all fringe benefits such as meals, pensions, ete., to be about 
40 percent of sales. The cost of a 37-percent increase in payroll will bring 
total cost up 14.8 percent. If restaurant operating costs are forced up to this 
extent, menu prices will have to be raised in excess of 15 percent; and this is 
not taking into consideration any increased cost which the overtime provisions 
of the act may bring about. These figures are not exaggerated, nor are they 
complicated. It is true that unquestionably there will be offsetting factors such 
as curtailment of employment by increased mechanization, and elimination of 
borderline employables, and reduced profits; but these effects in themselves 
are undesirable. 

An increase in menu prices in excess of 15 percent is a conservative figure 
that virtually every restaurant operator will agree upon. If you have the 
slightest doubt about this fact, in all sincerity we ask you to check for your- 
selves. Ask any restaurant operator how much a $1.25 minimum applied to all 
his employees will cost him. He knows; and although he will definitely be 
prejudiced on the matter, the factors which will contribute to the increase are 
so very obvious that he in fact will be able to prove it to you. 


SALES WILL FALL DRASTICALLY 


A 15 percent increase in menu prices will sharply curtail sales in our indus- 
try. Nor will the drop in sales be substantially offset by the fact that competi- 
tion will also be forced up. Competition in the restaurant industry comes from 
the housewife, from her family budget, and from the widespread increase in 
frozen foods, frozen complete dinners, and other convenient items produced 
and merchandised on a low-cost, mass-production basis through supermarkets. 
If prices are forced up to the extent indicated by our evaluation of this law, 
workers will carry their lunches, housewives and families will eat at home. 


MARGINAL RESTAURANTS WILL BE FORCED OUT OF BUSINESS 


A substantial drop in sales will immediately force thousands of marginal 
restaurants out of the restaurant business. Profits in our industry are just too 
low to sustain a serious curtailment of sales. The national average profit runs 
between 1 and 3 percent. Of the total number of restaurants that started opera- 
tions in a given year, 50 percent failed in the first year; and of the total number 
started in a given 5-year period, 66 percent failed. And this is the case without 
the effects of S. 1046 as we have outlined them. Why? Because our industry 
attracts individuals seeking to own their own business in a system of free 
enterprise. Without any doubt, it is a small-business industry. It is an industry 
which is open to virtually everyone because the demands for specialized skills and 
substantial capital investment is not as great as in other industries. As a result, 
the restaurant industry has thousands upon thousands of marginal operators 
scraping a bare existence out of their operations, but content because it gives 
them hope for ultimate success and because they own their business. 


OVERTIME PROVISIONS WILL RESULT IN SPLIT SHIFTS 


The final adverse effect S. 1046 will have on the restaurant industry will be 
brought about by the overtime provisions of the Fair Labor Standards Act. We 
doubt if there is any industry which will be drastically affected more than the 
restaurant industry. Why? Because we must operate in accordance with the 
eating habits of the public. By and large the public eats 3 meals a day, 7 days a 
week. The public does not eat all its meals within a 40-hour period nor even 
its 3 daily meals within an 8-hour period. As a consequence, there are many 
hours in a normal restaurant's operation which are unproductive. During this 
time, many employees by necessity are idle. We ask the committee to keep this 
fact in mind. Two-thirds of our business is done before the majority of other 
workers begin their day or after they have completed it. Any attempt to force 








948 TO AMEND THE FAIR LABOR STANDARDS ACT 


the restaurant industry into a 40-hour week will necessarily impose a more dif- 
ficult burden on our industry than on any other industry. While the 40-hour 
workweek is most desirable, recognition must be given to the fact that certain 
occupations do not easily adjust to such a standard. Throughout the history of 
mankind there has always been an attempt to persuade people to abstain from 
servile work on the Sabbath as a day of rest dedicated to God. It is interesting 
to note, however, that almost universally the necessity for some exception has 
always been made. The necessity for daily eating has always been a primary 
exception in this regard. 

We believe this same consideration should be taken into account by this sub- 
committee before applying the overtime law to the restaurant industry. To do 
otherwise will bring about undesirable, uneconomic split shifts which might well 
hurt workers more than it will benefit them. Because this problem varies in 
accordance with the size of the restaurant, the nature of its business, the com- 
munity in which it is located, and many other factors, it can be handled more 
readily by local authorities and by the basic laws of economics than by Federal 


regulation. 
In conclusion, we recommend that the exemption presently granted to the 


restaurant industry be continued. 

Mr. LeSavvacr. Mr. Chairman and members of the subcommittee, 
my name is George R. LeSauvage; and I am chairman of the Govern- 
ment Affairs Committee of the National Restaurant Association. I 
have been actively engaged in the restaurant business for the past 28 
years, and I have served on four New York State Industry Minimum 
Wage Boards. I have a statement here which I would like the 
privilege of commenting on briefly while filing the entire statement for 
the record, if I may. 

I appreciate the opportunity to present the recommendations of the 
National Restaurant Association with respect to the proposals for 
extending the coverage of the Fair Labor Standards Act. Our asso- 
ciation represents about 25,000 restaurant establishments in the United 
States. In addition, we are speaking for and with the authority of 
75 State and local restaurant associations, bringing the total estab- 
lishments represented to about 115,000, or about 70 percent of the 
restaurant industry. 

We are vitally interested in S. 1046 presently before this subcom- 
mittee insofar as it would apply the provisions of the Fair Labor 
Standards Act to a substantial part of the restaurant industry. 

In our opinion, S. 1046 will apply the Fair Labor Standards Act to 
the vast majority of restaurants having an annual volume of sales 
in excess of $50,000. This is because virtually every restaurant has 
at least one employee receiving goods directly from out of State. 
The courts have held that an employee receiving goods directly from 
out of State is engaged in commerce. (Walling v. Jacksonville Paper 
Co., 1934, 128 F. 2d 395.) 

Our first recommendation is that subparagraph 7 of paragraph T 
of section 3 as proposed by S. 1046 be dropped from the bill. In 
our opinion, if you wish to regulate certain enterprises under the act 
in accordance with the effect the enterprise has on commerce, the 
annual volume of sales of the enterprise 1s a better standard than the 
fact that one employee of the enterprise happens to be engaged in 
commerce. If it is intended to apply the act to all enterprises doing 
$50,000 a year, we believe the proposed law should clearly and unequiv- 
ocally state this fact. If it is not the intention, we recommend the 
elimination of subparagraph 7. We fail to see how a restaurant can 
affect interstate commerce without having at least one employee en- 
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gaged in interstate commerce. If this is the case, subparagraph 1, 
the $500,000 volume-of-sales test, has no meaning at all as applied 
to restaurants, because subparagraph 7 would include every restau- 
rant doing over $50,000 which istgieee has the constitutional power 
to regulate. 

The effects the Fair Labor Standards Act will have on the restaurant 
industry, if it is applied and particularly if the minimum wage is 
raised to $1.25 an hour, will be contrary to the fundamental purposes 
of the act. 

First, S. 1046 makes no allowance for tips, and the courts will not 
imply that tips are included in wages under the act. If S. 1046 is 
passed as presently written, waiters and waitresses, personnel hardly 
to be considered in the minimum wage category, people with incomes 
the act was never designed to protect, will receive unfair benefits which 
by economic necessity will ultimately be injurious to all other em- 
ployees and to the public as a whole. S. 1046 will force an increase 
in the wages of service personnel by at least 55 cents per hour. 

This $22 per week will be a discriminating windfall for them 
while other workers will only be assured the minimum of $1.25 an 
hour. This tremendous increase for service personnel will, of course, 
militate against the possibility of raising other wages to justly com- 
parable amounts; and thus the injurious ‘effect on nonservice workers 
becomes apparent. To solve this problem, we have no recommenda- 
tion other than to continue the present exemption for the restaurant 
industry. In establishing Federal minimum.wage standards, Con- 
gress necessarily applies a set figure equal for every area of the United 
States. A uniform minimum wage is not equally justified as applied 
to.every area because cost of living varies from one part of the country 
to another. Even though in some instances it may be necessary to 
establish a uniform minimum wage throughout the United States 
despite some inequities, we think it should be borne in mind that such 
uniformity will be more harmful, more arbitrary, and more unjust 
in some industries than it will be in other industries. In our opinion, 
the restaurant industry is definitely in this category, particulary be- 
cause of the American custom of tipping in our industry. 

To establish a minimum wage to be applied equally to a waiter in 
the Waldorf-Astoria as well as to a waiter in some small restaurant 
in Arkansas does create some inequities. To establish an equal al- 
lowance for tips in the two locations multiplies the inequities a hun- 
dredfold. Because of the local character of this problem, it is definitely 
one area better left to the State for regulation. 

Tips will vary not only from one area of the country to another, 
but they will also vary from one community to another in the same 
State, and even from one restaurant to another in the same city. 
Tips will vary not only in accordance with the amount of sale, but 
also as a perc centage of sales. In short, tips are so variable, so local 
in character, that individual States, in establishing minimum wages, 
have invariably set one minimum for service vorkers, one for non- 
service workers, another for one city within the State, still another 
for a village or hamlet, and possibly even an additional one for resorts 
or seasonal locations. In our opinion then, because of the tips prob- 
lem alone, Congress should continue to exempt the restaurant industry 
from the Federal w: age and hour law. 
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Secondly, the adverse effect on employment in the restaurant in- 
dustry will be greater than any other industry to be covered under 
the act if S. 1046 is passed. This is because wages will be increased 
so drastically in the restaurant industry. We believe at least a 37 
percent payroll increase will be necessary. The industry will just 
have to seek more productive help. Because of the restaurant in- 
dustry’s ability to pace its work according to the individual’s ability 
to produce, the industry has traditionally filled a need in the Ameri- 
can economy by offering employment for the unskilled and somewhat 
unproductive worker. As a result, the industry has always provided 
jobs for many hundreds of thousands of employees who might other- 
wise be classified as temporarily unemployable. The restaurant in- 


dustry provides work for the untrained, the transient people - 


temporarily out of work, individuals looking for part-time or tem- 
porary employment, and students. 

If the restaurant industry can’t use these people to wash dishes, 
who can? 

All too often they will be forced to unemployment compensation, 
public welfare, or full-time employment. These people, because of 

their lack of productiveness, are invariably paid minimum wages. 
We know of no place in the United States where dishwashers and 
busboys are paid $1.25 an hour. Not even under collective bargain- 
ing agreements do their wages approach anywhere near this rate. 
In the same establishment where a cook will receive $2 or $3 an hour, 
a dishwasher will receive $1. Rightly or wrongly, this is a fact; and 
we wish to bring it to the committee’s attention. To force our in- 
dustry to pay these people a minimum of $1.25 an hour will have a 
tremendous impact on the payroll of the restaurant industry—a far 
greater impact than on those industries which do not employ such 
a very high percentage of borderline employables. 

Third, the adoption of S. 1046 will force payrolls in the restaurant 
industry up some 37 percent. The proposal makes no allowance 
for tips. Service personnel constitute 40 percent of the workers in 
service establishments. We believe the average wage in the United 
States for service personnel, waiters and waitresses, not including 
tips, is not more than 60 cents an hour. A 65-cent increase in the 
wages of service personnel, a 108-percent increase, will force total 
payroll of the service restaurants up about 21 percent. The restau- 
rant industary, as we explained above, employs a very high percentage 
of minimum-wage workers. We estimate that the cost of raising 
all nonservice workers to minimum levels of $1.25 an hour only will 
increase total payroll cost over 10 percent. 

Finally, our most serious wage problem in the restaurant industry 
today, even without the application of minimum wages, is the prob- 
lem of maintaining wage differentials between service and nonservice 
personnel.’ We have no control over the generosity of our patrons 
and no control over tips. Over and over again, a girl will come to 
work for us as a waitress and in a matter of a few weeks will earn 
more than a skilled cook who has been with us many, many years. 
How much more will this problem be magnified if we are required 
under Federal law to double the wages of service personnel? The 
cost of raising wages of borderline employees, of increasing wages to 
maintain differentials, and of increasing wages of service personnel 
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will boost the total payroll cost of the restaurant industry on the 
average throughout the United States by at least 37 percent in our best 
judgment. 

Fourth, S. 1046 will force menu prices up at least 15 percent. Pay- 
rolls as a percent of sales in the restaurant industry are higher than 
in any other substantial industry to which this bill will apply. Our 
total payroll cost is about 40 percent of sales. The cost of a 37-per- 
cent increase in payroll will bring total cost up 14.8 percent. If res- 
taurant operating costs are forced up to this extent, menu prices will 
have to be raised in excess of 15 percent; and this is not taking into 
consideration any increased cost which the overtime provisions of the 
act. may bring about. 

Fifth, a 15-percent increase in menu prices will sharply curtail 
sales in our industry. Nor will the drop in sales be substantially 
offset by the fact that competition will oe be forced up. Compe- 
tition in the restaurant industry comes from the housewife, and from 
her family budget. If prices are forced up to the extent indicated 
by our evaluation of this law, workers will carry their lunches and 
housewives and families will eat at home. 

Sixth, a substantial drop in sales will immediately force thousands 
of marginal restaurants out. of the restaurant business. Profits in 
our industry are just too low to sustain a serious curtailment of sales. 
The national average profit is only between 1 and 3 percent. 

The final adverse effect S. 1046 will have on the restaurant industry 
will be brought about by the overtime provisions of the Fair Labor 
Standards Act. We must operate in accordance with the eating 
habits of the public. The public does not eat all of its meals within 
a 40-hour period nor even its 3 daily meals within an 8-hour period. 
As a consequence, there are many hours in a normal restaurant’s 
openitieis Wail are ae ee During this time, many employ- 
ees by necessity are idle. Any attempt to force the restaurant in- 
dustry into a 40-hour week will necessarily impose a more difficult 
burden on our industry than on other industries. While the 40-hour 
workweek is most desirable, recognition must be given to the fact 
that certain occupations do not easily adjust to such a standard. 
Overtime provisions of the act will bring about undesirable, uneco- 
nomic split shifts which might well hurt workers more than it will 
benefit them. Because this problem varies in accordance with the size 
of the restaurant, the nature of its business, the community in which 
it is located, and many other factors, it can be handled more readily 
by local authorities and by the basic laws of economics than by Fed- 
eral regulation. 

In closing, we would like to point out that competition in the 
restaurant industry does not exist between restaurants located in 
different States. When the Fair Labor Standards Act was originally 
enacted, one of the primary arguments in its favor was the fact that 
it would equalize competition. 

We also note that the bill makes no allowance for fringe benefits 
other than meals. In our own operation, in my own company, we 
pay what amounts to 42 cents an hour for fringe benefits alone. 

Finally, we would like to point out that if this proposal goes 
through, the restaurant industry will be required—I would like to 
repeat this again because.it is very important—Finally, we would 
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like to point out that if this proposal goes through, the restaurant 
industry will be required to pay a busboy $65 a week for a 48-hour 
week, something which we know the American public will not be 
willing to pay for. 

In conclusion, we recommend that the exemption presently granted 
to the restaurant industry be continued. 

Senator Kennepy. Admiral, thank you very much. I agree, Ad- 
miral, if we are going to cover the restaurants, that some considera- 
tion must be given to the problem of tips. 

Mr. LeSavuvace. No question about that. And the difficulty is, 
of course, Mr. Chairman, that they vary everywhere. There is no— 

Senator Kennepy. As you know, Admiral, this bill only establishes 
minimums, we are not trying to set by law an average wage. We are 
talking about what should be the minimum any place in the country. 
The cost of living doesn’t vary that much from place to place, Ad- 
miral, according to our figures. 

Mr. LeSavvace. If you look at it from the light of the way you 
say it, that the minimum established to take care of close to what is 
the minimum in the United States, I would go along with that. 

Senator Kennepy. Well, I don’t think—we had some figures from 
the Labor Commissioner in New Jersey about the cost of living for 
a single person who was living at home and a single person who was 
living outside the home in New Jersey, and I can’t believe that it 
varies that much throughou the country. There is some variance I’m 
sure, but the Bureau of Labor Statistics figures, for example, that the 
cost of living is greater in Birmingham, Ala., than it is in Boston, 
Mass. 

Now, I know that maybe Cut and Shoot, Tex., may be cheaper than 
New York City, but we are only planning to take those restaurants 
which have a business of $500,000 or more. 

Mr. LeSavvace. I think, Senator—not to interrupt you—I think 
we touched on that subject there because our legal associates tell us 
that. a careful reading of this bill will certainly bring those in from 
$50,000 a year up. 

Senator Krennepy. Well, there is some difference of opinion about 
that, Admiral, but in any case I want to thank you for your testimony. 
As I say, I do agree that there is some consideration that has to be 
given to the problem of tips. We do recognize the fact that in a good 
many of these cases, dishwashers and others—there is a question of 
their productivity at $1.25 an hour and whether machines might not 
take their place. I think that is certainly worthy of consideration. 

I am interested in the fact, however, that paying $1.25 minimum 
wage would increase your wage scale 37 percent. That indicates you 
are paying a pretty low wage. 

Mr. LeSavvace. Well, I am talking about the average all over 
the country. 

Senator Kennepy. Yes, but the cost of living doesn’t vary that 
much in the country. If you live on a farm, quite obviously it is 
cheaper, but if you are living in a town or a city, any place in the 
United States, the foods are pretty much brand foods in this country 
and so are many of the things which would be pretty well standard- 
ized in price. Perhaps rent is somewhat cheaper in certain places, 
but even in this case, I don’t believe the differential is so great. 
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Mr. LeSavvace. Well, I think, Mr. Chairman, when you get into 
this subject you will find that there is a terrible variation. 

Senator Kennepy. How do you explain the fact that it costs more 
to live in Birmingham, Ala., than Boston ? 

Mr. LeSavuvace. I question it. 

Senator Krennepy. If you question that, it would seem to me I have 
a right. to question you on your figures. What I stated is a fact based 
on last month’s statistics which we cut out of the New York Times, 
reproduced, and which I would be glad to present to you. 

Mr. LeSavuvace. I would like to see it. 

Senator Kennepy. All right. 

Senator McNamara? 

Let me put it this way, Admiral. If I am right and you are wrong 
on this matter, then is it quite possible that I am right and you are 
wrong in a lot of these other matters? Would you accept that as a 
thesis ¢ 

Mr. LeSavuvace. No. 

Senator Krennepy. Senator McNamara? 

Senator McNamara. Admiral, I would like to ask you if you are 
familiar with the situation in New Jersey. You have many of these 
restaurants in New Jersey. Do you recognize the difference in the 
minimum wage, under State law, for workers who received tips or 
other compensation in addition to the regular wages? Does that work 
well there / 

Mr. LeSauvace. I can talk probably more clearly and authoratively 
on the problem as it was handled in New York rather than in New 
Jersey. I have served on four minimum wage boards of the State of 
New York and I am very proud to say that we have come out with 
unanimous verdicts every time; labor, industry, and the public. The 
allowance in New York for service personnel is 40 cents over the dollar 
minimum wage. There is a 10-cent allowance for meals and 30 cents 
for tips so that the local minimum wage in New York City for service 
personnel is 60 cents an hour. 

Senator McNamara. For the information of the committee, do you 
approve the minimum wage setup in New York? 

Mr. LeSavuvace. I approve the princple of minimum wage, but I 
do not approve of the national factor. I think the conditions in vari- 
ous States is a State matter, and not a National matter, and 10 cents 
more an hour for meals—that would be 40 cents an hour allowance. 
The minimum wage law in New York requires restaurants to pay a 
dollar an hour minimum but waiters and waitresses get 60 cents an 
hour. 

Senator McNamara. Your association covers hotel restaurants as 
well as independent restaurant organizations? 

Mr. LeSavuvace. Well, in some States there is a different minimum 
wage for hotels than it is for restaurants. 

Senator McNamara. In New York? 

Mr. LeSavuvace. In New York there is a separate minimum wage. 

Senator McNamara. In the hotels that you operate, do you negoti- 
ate collective bargaining with the employees? 

Mr. LeSavvace. In speaking of the hotels? 

Senator McNamara. The hotel operation. 
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Mr. LeSauvace. Well, in some instances; not always. In some 
instances the restaurants in New York are organized, and others are 
not. Well, not more than 15 percent are organized. 

Senator McNamara. That is all of the questions I have, Mr. 
Chairman. 

Mr. LeSavuvace. Thank you very much. 

Senator Kennepy. Admiral, I would be glad to receive, if you can 
get it for the committee, material on how New Yorkers tip, what per- 
centage of a bill, that is. Do you recall how much New York State, 
figuring the dollar minimum wage, what percent they allow for tips! 

Mr. LeSavvace. As I mentioned, they allow 30 cents. 

Senator Kennepy. Thirty cents an hour? 


Mr. LeSavvacre. And 10 more for meals. That would be 40 cents. 


The minimum wage law in New York requires for restaurants a 
dollar, and the waitresses get 50 percent. 

Senator Kennepy. That is acceptable to you? 

Mr. LeSavuvace. Well, it is the law. 

Senator Kennepy. You don’t object to it? 

Mr. LeSauvace. I guessI do. We will pay it. 

Senator Kennepy. You figure that allowance for tips is fair? 

Mr. LeSavvace. As far as New York State is concerned, yes. 

Senator Kennepy. Admiral, it is a pleasure to have you and those 
accompanying you, Mr. Power and Mr. Clark. Thank you very 
much. 

Admiral, if you are leaving I will send this material on Birming- 
ham and Boston. [Laughter.] 

Mr. LeSauvace. I am mighty curious, Mr. Chairman, why you 
picked one place. 

Senator Kennepy. Because I was trying to get one in the South 
and one in the North indicating that the variation in living costs 
between the two regions is not as sharp as is thought. 

Mr. LeSavvace. You wouldn’t object to any other figures? 

Senator Kennepy. I will be glad to have them. 

Mr. LeSavuvace. You are confining me to one. 

Senator Kennepy. No. The only reason I mention this city is that 
Birmingham happens to be on the list of the cities that are reported 
every 2 months. 

Mr. LeSavvace. Mr. Chairman, you must recognize, too, that 
Birmingham is a highly industrialized city. 

Senator Kennepy. That is right. It indicates that the variation 
isn’t regional. There may be a variation locally, but even that, I am 
not sure of. I will be glad to get any figures you can give us on a 
difference in costs in a community where there are restaurants doing 
$500,000 business, difference in cost of living based on Federal or 
State Government figures. 

Mr. LeSavvace. I will be glad to do it. 

Senator Kennepy. Maybe you can get Mr. Clark to dig that out! 

Mr. CrarK. Yes, sir, Mr. Chairman, with pleasure. 
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(The following letter was subsequently submitted for the record :) 


NATIONAL RESTAURANT ASSOCIATION, 
Washington, D.C., June 10, 1959. 
Senator JOHN F. KENNEDY, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR KENNEDY: In my testimony given on Tuesday, May 26, 1959, 
before the Senate Subcommittee on Labor on S. 1046 and other bills to amend 
the Fair Labor Standards Act, I made the statement that a uniform minimum 
wage is not equally justified as applied to every area of the United States 
because cost of living varies from one part of the country to another. You 
questioned the validity of that statement pointing out that the variation is 
not very substantial. As an example, you stated that the cost of living in 
Birmingham, Ala., was greater than in Boston, Mass. It was suggested that 
we investigate this matter further. 

We are not certain of the original source of your information regarding the 
similarity between the cost of living in these two cities. We suspect that the 
original source was a publication made by the Bureau of National Affairs 
entitled, “‘Labor Policy in Practice, Bulletin to Management, April 16, 1959.” 

In this report, BNA published data prepared by the Heller Committee for 
Research in Social Economics of the University of California. The Heller 
budget seeks to show the cost of living for the average family of four main- 
taining a commonly accepted living standard. The budget is based on living 
costs in San Francisco only; it cannot be applied directly to other cities. How- 
ever, BNA adjusted Heller data on the basis of price differentials between San 
Francisco and other areas, providing a guide to the cost of maintaining a Heller 
standard of living in other cities. These figures were rather widely circulated 
and quite possibly were quoted by the New York Times. BNA indicated that 
the Heller budget adjusted for Birmingham, Ala., was $4,960 per annum and 
for Boston, Mass., as $4,945. 

At the time of the hearings, I questioned the validity of your statement that 
living costs were greater in Birmingham than in Boston. For many years, 
we have attempted to determine the existence of any valid statistics which 
would accurately indicate the difference in cost of living in various areas of 
the United States. There are no such statistics. The BNA figures are based 
on intercity differences in living costs taken from estimates based on the Bureau 
of Labor Statistics’ city worker’s family budget. The last city worker’s family 
budget survey was taken by the Bureau of Labor Statistics in October 1951. 
The budget was based on an analysis of family expenditure data obtained in 
surveys made between 1934 and 1941. As you can well imagine, spending habits 
of the American publie have radically changed since this prewar data was 
obtained. By the admission of the Bureau of Labor Statistics, the city worker’s 
family budget is no longer reliable. It can no longer show differences in living 
costs correctly. The October 1951 survey and other studies of family budgets 
show that the relative position of a city in the cost scale does not remain fixed 
indefinitely. Consequently, it is almost impossible to say of cost, except for 
housing which remains comparatively stable over longer periods of time, that 
city A is, in a permanent sense, a cheaper place to live then city B. We believe 
that the BNA figures are unreliable since they are based on the assumption 
that intercity differences have remained unchanged since 1951. We believe the 
Bureau of Labor Statistics would support this proportion. 

A study of the last BLS city worker's family budget does show that the cost 
of living in Birmingham was slightly more than in Boston in October 1951. 
We have no way of determining whether this is true today. BLS has not 
estimated a city worker’s family budget since June 1953. BLS has not even 
reported price changes for Birmingham in the Bureau’s monthly cost-of-living 
index figures for several years. 

Despite the similarity between living costs in Birmingham and Boston during 
1951, the BLS city worker's family budget does show an overall variation in 
the cost of living throughout the United States. The variation at that time 
between the highest and the lowest of the 34 cities reported was 16.8 percent. 
A study of the last three surveys of BLS, 1946, 1947, and 1951, would indicate 
that the spread is tending to increase. We would, therefore, imagine that the 
intercity differences between costs of living is even greater today then it was 
in 1951. 
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Intercity differences of cost of living are due to several factors. One of the 
most important is climate. Other factors would be: availability of public 
transportation, local customs, industrialization, and proximity of large depart- 
ment stores. Undoubtedly individual cities which have unusually high cost 
of living for the area in which they are located can be singled out; but for the 
most part, however, the above factors tend to vary on a regional or statewide 
basis. 

The establishment of a national uniform minimum wage, despite the fact that 
there is a variation in living costs throughout the country, may be justified in 
part on the basis of equalizing competition involving labor costs between the 
States. For example, a manufacturer of shirts located in a State with a rela- 
tively high minimum wage law may be at a competitive disadvantage with 
another manufacturer located in a different State without a minimum wage law. 
This is true because generally both of these manufacturers must compete in the 
same market. Restaurants, however, serve and sell their product where they 
are located. They do not compete with restaurants located in other States. Thus, 
there is no real justification for the Federal Government to apply a uniform 
minimum wage to the restaurant industry. This is especialy true since a uniform 
minimum wage is not equally justified in all areas because of varying living costs. 

The point that I wished to make in my testimony, however, was that the 
establishment of a uniform allowance for tips throughout the United States is 
even more inequitable than the establishment of a uniform minimum wage. 
Tips vary to a far greater extent than does the cost of living throughout the 
States. They vary not only from one area of the country to another but also 
from one community to another in the same State and even from one restaurant 
to another in the same city. Tips will vary not only in accordance with the 
amount of sale but also as a percentage of sales. In short, tips are so variable, 
so local in character, that individual States in establishing minimum wages 
have one minimum for service workers, another for nonservice workers, one 
minimum for cities within the State and still another for villages or hamlets 
and possibly an additional one for resorts or seasonal locations. 

In our opinion, the only way a just allowance can be made for tips is on a 
restaurant-by-restaurant basis. At the hearings you asked whether any informa- 
tion was available on how much income service personnel received in tips. We 
suspect that the most informed authority on this problem is the Department 
of Internal Revenue since they are constantly confronted with the problem. 
Their approach to the problem by necessity is on a restaurant-to-restaurant 
basis. They have no rule of thumb, no formal guides applicable to the industry 
in general. To determine the income of service personnel they must first deter- 
mine the customary tip in a particular establishment. Of course, Internal 
Revenue does not and cannot evaluate the customary tip in every restaurant in 
the country. Thus, it would appear to be unfeasible for the Department of 
Labor to approach the problem on a restaurant-to-restaurant basis. We, there- 
fore, suspect that if S. 1046 were enacted, an allowance for tips would be estab- 
lished which would be designed to protect those service employees who receive 
the barest minimum in tips. Other serVice personnel who receive a far greater 
income in tips than the allowance would be assured of an income far in excess 
of minimum wage laws, all to the detriment of the restaurant industry and to 
the public as a whole. In our opinion, the only answer to this problem is to 
continue the present exemption given to the restaurant industry. 

At the hearings, Senator, you commented on the fact that the restaurant in- 
dustry would be required to raise its total payroll by at least 37 perecnt if 
S. 1046 is passed. This figure indicated to you that wages were too low in the 
restaurant industry and should be raised. A substantial part of the 37 percent 
increase would be required if S. 1046 were passed with no allowance for tips. If 
a just allowance were made for tips, payrolls in the restaurant industry would 
increase by at least 20 percent. From experience in various States, we suspect 
that a just allowance for tips would not be made. Generally, allowance for tips 
under State minimum wage laws are inadequate for the majority of service 
personnel for they are usually designed to protect those service workers who 
receive the very minimum. 

Even with an adequate allowance for tips, a 20-percent payroll increase may 
seem to you quite high. It is explained by the fact that the restaurant industry 
employs a very substantial number of minimum-wage workers. S. 1046 increases 
minimum wages all over the country by at least 25 percent and in several States 
by far more than 25 percent. While increased wages for minimum-wage workers 
of limited productivity is most desirable, recognition must be given-to the eco- 
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nomie fact that the restaurant industry cannot afford to make such substantial 
increases without substantial curtailment of sales. S. 1046 will simply force 
thousands of these workers out of jobs. The answer to the minimum-wage 
problem does not lie in complete Federal regulation over every industry. Such 
regulation will eliminate all possibility for employment of workers of limited 
productive ability. The restaurant industry has traditionally provided work for 
this class of people, the untrained, the transient, people temporarily out of 
work, individuals looking for part-time or temporary employment, and students. 
In our opinion it makes better sense to continue the exemption for certain in- 
dustries best qualified to provide employment opportunity for this class of people 
rather than to simply regulate all industry simply on the basis of size of given 
enterprises. 

The important things to remember about substantial increases in payrolls in 
the restaurant industry is that they will bring about substantial increases in 
menu prices. Payroll, as a percentage of cost, is higher in the restaurant in- 
dustry than in any other industry to be covered by the act if S. 1046 is enacted. 
Menu prices will be forced up from at least 8 percent to at least 15 percent, 
depending on how much allowance is made for tips. Such drastic increases will 
bring about radical curtailment of sales because by and large restaurants com- 
pete with family budgets more than with one another. People will carry their 
lunches and eat at home. The restaurant industry has too small a margin of 
profit (about 2 percent of sales annually is the national average) to withstand a 
serious curtailment of sales. The effect of S. 1046 will be a significant decrease 
in employment in the restaurant industry as sales decline and as fewer workers 
replace present minimum-wage workers of limited productive abiilty. Finally, 
overtime provisions of the act will result in split shifts with restaurants closing 
their doors at unproductive hours, all to the damage of the public in general 
and to restaurant service personnel who depend primarily on gratuities as 
their main source of income. 

In studying the cost-of-living problem throughout the United States, it was 
interesting to us to learn that the Bureau of Labor Statistics evaluates restaurant 
meals as 4.6 percent of the Consumer Price Index. If menu prices are forced up 
8 to 15 percent, the effect of the cost of living generally will be appreciable. 
There can be no doubt that 8S. 1046 will contribute substantially to the inflation- 
ary cycle in our country. 

We trust the foregoing information will be helpful to you in evaluating the 


position of the restaurant industry. We would appreciate it if this letter were 
made a part of the record. 


Very truly yours, 


GEORGE R. LESAUVAGE, Sr., 
Chairman, Government Affairs Committee. 


(The following memorandum from Frederick B. Sweet, director 
of public relations, Hotel and Restaurant Employees and Bartenders 


International Union, AFL-CIO, was subsequently submitted for the 
record :) 


Memorandum. 


To: Senator John Kennedy, Chairman, Subcommittee on Labor, Senate Com- 
mittee on Labor and Public Welfare. 

From: Frederick B. Sweet, director of public relations, Hotel & Restaurant 
Employees and Bartenders International Union. 

Subject: Rebuttal to points in May 26 testimony of Adm. George R. LeSauvage, 
National Restaurant Association, in opposition to 8. 1046. 


Admiral LeSauvage makes seven principal points to sustain NRA’s view that 
the restaurant industry ought not to be covered by the Fair Labor Standards 
Act as proposed in 8. 1046. We wish to place in the comniittee record our com- 
ments on those points: 

(1) LeSauvage: “S. 1046 makes no allowance for tips * * * the bill will bene- 
fit the highest paid employees in the restaurant industry while demoralizing as 
well as economically injuring the lower salaried employees in our industry. 

Comment: 8.1046 quite properly makes no allowance for tips. It is worth 
noting here that the most enlightened minimum wage statute in the United 
States, Washington’s brandnew State law, specially states that the statutory 
minimum wage in Washington shall be $1 per hour and shall be paid without 
reference to tips, meals, laundry, uniforms, or any other such “extras.” It is 
also worth noting that no other minimum wage law spells out this principle. 
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The Washington law is the first break through on this point in the history of the 
U.S. minimum wage legislation. It is so new it does not take effect until June 
11, 1959. 

It is not true that tipped employees are “the highest paid employees in the 
restaurant industry.” They are, in fact, the “lower salaried employees” for 
whom LeSauvage expresses concern, as examination of union contracts and 
State minimum wage laws will make abundantly clear. 

The same employers who want tips to be called “pay” or “wages” on payday 
refuse to consider them as “pay” or “wages” on the day they write out their 
social security payment checks. For many years these employers have been 
content to let the vagaries of public gratitude meet their payrolls with tips. 

We do not deny that some waiters and waitresses receive substantial income 
from tips. We do deny, emphatically, that all waiters and waitresses share 
in a significant way in this erratic largess. We do not believe that NRA, any 
more than this union, can supply reliable statistical data on tip income. We do 


believe, however, that the average tip income is far below the levels implied by © 


LeSauvage in such language as this: “* * * Waiters and waitresses, personnel 
hardly to be considered in the minimum wage category, people with incomes 
the act was never designed to protect * * *.” 

The 1950 census shows, in eating and drinking places, 664,000 persons em- 
ployed as waiters and waitresses in 325,000 establishments. That’s slightly 
more than two per house. When one considers how many of these workers are 
to be found in large establishments employing, say, 20 or more, it is not difficult 
to understand there are tens of thousands of places which would be covered 
by S. 1046 employing 3 or 4. Not even Admiral LeSauvage would suggest that 
such restaurants attract the tipping trade. Yet a substantial percentage of the 
personnel are employed in such places. 

I do not believe any of us knows how many of what classes of restaurants 
are in any selected list of cities. But we do know there are only 196 cities in 
the United States with 100,000 population or more out of 1,262 cities of 10,000 
or more. Will Admiral LeSauvage suggest that tipping income in Marion, Ohio, 
population 33,817, will average anything like the tipping income in the restau- 
rants of Washington, D.C.? 

Furthermore, even NRA’s members, many of whom were once waiters or 
waitresses themselves, will understand that there are dozens of variables to 
justify the term “erratic” in describing the dependability of the tip as a source 
of family income. Among the variables which come quickly to mind are these, 
and they will apply not only in restaurants in the same city, but in the same 
block, and within the same restaurant: 

The weather; changes from station to station on different days; the erratic 
calendar of such public events as conventions and sports contests; seasonal 
fluctuations in business affecting both the restaurant business and the com- 
munity; the business cycle itself; the unpredictable mood of the customer; the 
wide variations in operating and serving conditions within the restaurant; the 
skill and personality of the waiter or waitress; wide variations from house to 
house of menu prices, of the style of cuisine, even the decor. All these, and 
doubtless other factors, govern the daily fluctuation of the tip. 

Furthermore, we take the strongest exception to NRA’s plea that an incen- 
tive system underwritten by the customer, however erratically, somehow re 
lieves the employer of meeting toward his employees the minimal obligation 
met by other employers to pay his workers a decent basic wage. LeSauvage and 
associates must be intimately aware of the fact that those waiters and waitresses 
whose skill is this rewarded by appreciative customers are at least as responsi- 
ble as the skill of the chef in bringing the customers back day after day to im- 
prove the restaurant’s profits. 

NRA complains that passage of S. 1046 with its proposed $1.25 minimum wage 
applying to waiters and waitresses would bring these workers a “windfall” 
while other workers “will only be assured the minimum of $1.25 an hour.” He 
states S. 1046 means a pay hike of “at least 55 cents an hour” for the tipped 
restaurant worker, which is assuming that average wages for these employees 
are now 70 cents. Reference to our table D in testimony of May 15, showing 
State minimums for hotels and restaurants, will show how far wide of the mark 
is this assumption. 

But, even though S. 1046 were to represent a “windfall’’ would this be a valid 
reason to delay once more the coverage such workers have been waiting for 
these 21 years? For 21 years the employers in this industry have hada 
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free ride on this matter of coverage under the act. LeSauvage’s estimate of 
this windfall, rather than a measure of the jolt it might mean to restaurant 
employers now, might far better be considered as a measure of the heavy debt 
this industry bears to hundreds of thousands of workers denied coverage under 
the act since 19388. Had NRA not fought coverage in 1938 when the minimum 
was set at 25 cents, or later when it went to 40 cents, or when the next step 
advanced to 75 cents, or in 1953 when the minimum went to $1, they would not 
today be bewailing this long overdue amelioration of the situation as a disas- 
trous windfall. The chickens, one might say, are coming home to roost. 

Indeed, were one to take up pencil and paper to calculate the cost to family 
budgets of these 21 intransigent years the savings .to the industry would be 
staggering. It is worth noting that these same employers have sought no 
congressional immunity from paying “administered” prices for brooms, or 
soap, or linens, or meats, or insurance. But still they persist in keeping person- 
nel in the bargain basement of this narrowly drawn statute. 

As for LeSauvage’s argument hat minimum wages are “definitely one area 
better left to the States for regulation”, in connection with which he cites 
the Waldorf in comparison with Arkansas, it is enough to recall the point 
above concerning the new Washington law, and toadd two more: 

New York, where the Waldorf is domiciled, just this month saw a State 
minimum wage order calling for $1 an hour overturned on technical grounds; 
and in Arkansas the minimum wage in our industry today is 15.6 cents per hour 
for women and minors, a rate unchanged since 1915. 

(2) LeSauvage: “Employment will be substantially curtailed * * * the 
adverse effect on employment in our industry will be greater than on any other 
industry to be covered by the act if S. 1046 is passed.” 

Comment: Here LeSauvage turns for a moment from the tipped worker to 
foresee widespread unemployment among the lowest-paid workers in nonservice 
categories—dishwashers, porters, busboys, potwashers and other unskilled per- 
sonnel, most of them in restaurant kitchens. 

It is worth recalling that never, since 19388 when this statute was adopted, 
have employers failed to predict disastrous “disemployment” should they be 
covered by the act. Like the sawdust on the floor of a saloon, this prediction 
is to be expected; but like the sawdust its principal function is to supply 
atmosphere. 

NRA argues: Coverage will mean pay increases “so drastic” that automatic 
cafeterias, mechanized dishwashing equipment and other technical advances will 
be forced upon the industry; and that the “borderline employables” will be 
forced out. It speaks of the “industry’s ability to pace its work according to 
the individual’s ability to produce.” 

Such arguments have a hollow ring indeed in the ears of these same kitchen 
workers. Hotels and restaurants have been introducing mechanical and tech- 
nological changes for years, minimum wage or no. Conveyer belts, automatic 
dishwashers, infrared cooking, potato peeling machines, mechanical slicers, 
prepared mixes, precut portions, diced vegetables, ready-cut fowl and dozens 
of other cost-cutting, job-killing innovations are by now old hat in the com- 
mercial kitchen. 

As for “borderline employables” : ask anybody working in a modern restaurant 
kitchen whether it’s an eleemosynary institution designed to provide a refuge 
for the lame, the halt and the otherwise ill-equipped citizen. The speedup is as 
common a production method in kitchen and dining room as it ever was at River 
Rouge in the days of Henry Ford and Harry Bennett. Only 6 weeks ago, for 
example, Miami Beach hotel owners were insisting that our banquet waiters 
serve 40 guests per man instead of 24—a demand for a 66 percent increase in 
production at one fell swoop. 

If employment in the industry is threatened with curtailment the threat comes 
not from S. 1046—it comes from those with stopwatches for hearts and adding 
machine ink in their veins. 

Nor do we agree with LeSauvage’s statement that “borderline employables are 
Seldom heads of household.” A great many are just that. Tens of thousands 
are supporting unemployable husbands, grandchildren, or other relatives. Among 
women employees in hotels and restaurants it is the rule, not the exception, to find 
they are widows or divorcees supporting small children. And we would cite the 
most recent Government data on the cost of maintaining a single worker: it 
comes to $1.50 an hour, not the $1.25 proposed in S. 1046. 
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(3) LeSauvage: ‘Payroll will be forced up 37 percent * * * S. 1046 will force 
payrolls in the restaurant industry higher than in any other industry to be 
covered by the Act * * *.” 

Comment: Since we're not privy to the LeSauvage figures, it’s not easy to 
deal with this prediction of a 37 percent increase in payrolls for the restaurants 
likely to be covered under S. 1046. We would point out the following, however: 

It is doubtful whether more than 10 percent of the establishments (using the 


1950 census figure of 325,000 as the total of eating and drinking places)—or 
32,500 such places—will fall under the terms of the act. These may employ half 
the personnel, or 332,000 persons—about 10 per house. 

If the LeSauvage figures are correct, then the average wage for all personnel 
in all restaurants is 91 cents per hour. But the highest rates will be in the 
largest restaurants in the bigger cities. From this it follows that average wages 
in places likely to be covered will lie somewhere above this 91 cent figure. So 
raises required in covered places will be less than 37 percent. Q.E.D. 


But, even if pay raises in such places were to average 37 percent under §S. . 


1046—and let it be remembered that in such places no cook and no bartender 
earns below $1.25 per hour—then one can only conclude that today’s restaurant 
wages are so low as to be a most serious reflection on the social morality of this 
industry. 

(4) LeSauvage: “Menu prices will be increased by at least 15 percent * * * 
because payrolls (in the industry) are relatively larger as a percent of costs 
than in any other substantial industry to be covered * * *.” 

Comment: While we acknowledge that some restaurants may feel compelled 
to increase menu prices in the event S. 1046 becomes law, we would point out: 

Why should those who work in restaurants subsidize the operation. If it is 
required to charge $1.15 for a meal that today costs $1 in order to pay a living 
wage, why not ask the customer to bear his share of the burden? 

This question can be put in another way: If higher prices mean disaster to 
the restaurant business, why shouldn’t the employer, by reducing his margin of 
profit, bear some of the burden rather than asking his ill-paid workers to bear 
the whole burden? 

And we ask, as well: What is there about the restaurant industry to render 
it immune to the customs which have brought about decent wages in other in- 
dustries while, at the same time, bringing about increases in production which 
have, largely, kept pace with rising prices? 

We believe, because we have seen it, that productivity, relative to wages, has 
risen at a faster rate in the restaurant industry than in most others. The reason 
for this is that labor-saving, cost-cutting practices have been steadily introduced 
while wages, in general, have been slow in rising. 

(5) LeSauvage: “Sales will fall drastically * * * because our competition 
is with the lunch pail and the alternative of eating at home * * *.” 

Comment: Ever since 1938 employers have argued that higher minimum wages, 
by raising prices, will reduce sales. The most cursory examination of the facts 
reveals that precisely the opposite effect has been produced by the ‘cause’ of 
higher wages. Higher wages place in circulation more spendable income. Spend- 
able income in turn creates a demand for more and more goods and services. 

For 21 years the restaurant industry, enjoying the privileged sanctuary of 
exemption from the act, has participated in the harvest of growing volume 
brought about by the twin forces of the Fair Labor Standards Act and collective 
bargaining. As population and national income have grown, restaurant sales and 
profits have grown. 

At the same time, with prices rising—only partially as a result of minimum 
wage hikes and bargaining—more and more automobiles, shoes, dresses, cement, 
steel, and other goods have been sold. Is the restaurant industry immune to the 
laws of economics which have brought increasing prosperity in the wake of 
rising wages? 

We do not believe sales will fall. We are certain sales will rise as the restau- 
rant industry begins to contribute its full share to the economic environment, just 
as we believe the sales of other essentials will rise if these 2 million workers 
are brought under the act. 

(6) LeSauvage: “Marginal restaurants will be forced out of business * * *.” 

Comment: This Nation has a long history of governmental subsidization of 
marginal producers. We subsidize nonferrous metal mining, shipbuilders, air- 
lines, agriculture, and lots more. But these subsidies are shared by all taxpayers. 
Why should the disadvantaged employees of the restaurant industry subsidize 
the inefficient producers among these employers? 
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If there is one immutable law in our system of free enterprise it is that some 
can compete effectively and others can’t. The same restaurant owners asking of 
you the privilege to compete at the expense of their lowest-paid employees would 
be horror-struck at the suggestion that free enterprise be replaced by a system 
in which the taxpayer would meet their losses. 

We believe this goblin of business failure is more a strawman than a reality. 
It is not possible to suppose that chains like Hot Shoppes or Howard Johnson 
or Schrafft or Longchamps will shut up shop simply because they are required 
to pay $1.25 an hour. It is still less possible to suppose they’ll close their doors 
because they’re covered by the act at its present rate. 

But we also believe it is worse than inappropriate for these employers to ask 
Congress to spare them the necessity of meeting minimum wage standards be- 
cause to do so will mean the demise of a tiny percentage of the establishments 
to be covered. There is here a far more important obligation upon the Congress 
than to clothe in immunity such marginal operators. It is the obligation to 
honor the pledge of 1938 to “eliminate * * * labor conditions detrimental to the 
maintenance of the minimum standard of living necessary for health, efficiency, 
and well-being of workers.” 

(7) LeSauvage: “Overtime provisions will result in split shifts * * * the 40- 
hour workweek will have a more burdensome effect on the restaurant industry 
than on any * * *. The result will be widespread use of undesirable, uneco- 
nomie split shifts.” 

Comment: Of all the LeSauvage arguments this is one of the strangest. He 
sounds as though the industry has been fighting off the split shift since the be- 
ginning of time. Yet the fact is that the split shift has been eliminated in pre- 
cisely those places where this union has waged successfully a 60-year battle to 
eliminate this practice. 

Some of the most profitable and successful restaurant operations in the United 
States are conducted today under contracts calling for the 40-hour week. It’s 
true that the 8-hour day and the 5-day week came very late indeed to restau- 
rants because, again, of Congress’ grant to the industry of immunity from the 
act. But since 1948 or thereabouts, our local unions in a wide variety of com- 
munities, large and small, have won the 40-hour week without a noticeable 
mortality among restaurants traceable to this fact. 

We know the split shift as a device for staking a claim to 10, 11, or 12 hours 
of the worker’s day even thongh he is paid for only 6 or 8. We oppose the split 
shift. Restaurant workers don’t like the split shift because it robs them of at 
least a thousand hours of privacy every year. 

Ours is an industry where more people work today 44 or 48 or 54 or even 
60 hours a week than are working 40 hours. We try, at the bargaining table, to 
correct this disability by at least seeking overtime pay for the extra hours and, 
where possible, to bring wages to a point where 40 hours, or even 35 hours, 
yields enough to keep the family in good health. 

It’s true that meal hours create a special kind of production scheduling prob- 
lem for restaurants. It’s equally true that industries like railroads and basic 
steel, needing 24-hour, 7-day operations, had to solve this problem of shifts. The 
problem is soluble, in restaurants as in railroads, as hundreds, thousands of 
operators with 40-hour contracts have proved. 

We agree with LeSauvage on one point: “* * * the 40-hour week is most de- 
sirable * * *.” And we're certain he’s wrong when he suggests it can’t be 
applied in our industry. 


Senator Kennepy. The next witness is Mr. Harry J. Batt, Sr., 
of the National Association of Amusement Parks, Pools and Beaches. 

I want to say to you, Mr. Batt, I am particularly sorry that I was 
not present when Senator Long introduced you earlier today. I have 
high regard for Senator Long, and you are very welcome. 
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Mr. Barr. I thank you very kindly, Senator. I have a delegation 
here, Senator, the president of our national association, Mr. Wil- 
liam Muar; Mr. Soles S. Bowman, our executive secretary; and Mr. 
Whitney, of San Francisco, and Mr. Baker, of Glen Echo. 

Senator Kennepy. We are glad to have you, gentlemen. 


Mr. Barr. Iam Harry J. Batt. I operate an amusement park and ~ 


beach resort in New Orleans, La., and appear here today as the spokes- 
man for the National Association of Amusement Parks, Pools and 
Beaches. We appreciate the opportunity to xpi our Views in op- 
position to S. 1046 as it affects our industry. I share no views with 
the turn of the century reactionaries on wages and labor. I am a 
southern liberal, and recognized as such in my community. 

As you may know, our association is a nonprofit organization com- 
posed largely of private owned amusement parks, kiddie parks, com- 
mercial swimming pools, and beaches. 

Our business has never been included under the Fair Labor Stand- 
ards Acts of 1938, but under the terms of Senate bill 1046, which 
would raise the minimum hourly wage to $1.25 and extend coverage 
to retail and service industries, we possibly would. I say this be- 
cause we have long been characterized as a service industry. We were 
so characterized under prior Federal legislation enacted during the 
World War LI period. 

I feel that we should not be included in this Senate bill for a num- 
ber of reasons, and will endeavor within the next few minutes to de- 
tail what purpose our entertainment and recreational medium serves, 
and also what harm would come both to our industry and to the 
people we serve if this bill would be enacted. 

ere are nine principal reasons why we feel we should not be cov- 
ered by this Senate bill: 

(1) The National Association of Amusement Parks, Pools and 
Beaches has a membership of over 400, and this membership is com- 
posed, in a large majority, of small picnic parks, kiddie parks, and a 
smaller number of larger parks anit’ beach resorts. We also have a 
number of swimming-pool members. Our beach resorts are not to be 
categorized with swank resorts such as Miami Beach, Palm Beach, 
Sea Island, and other luxury resorts. 

(2) The parks and beaches mentioned above are not designed to 
serve the carriage trade. We cater largely to the working and mid- 
dle classes. Consequently our prices must be moderate. The people 
who patronize our establishments are not those who hold memberships 
in country or golf clubs, or who are able to travel to swank beach 
and mountain resorts, or who are able to travel abroad.’ On the 
other hand, it is our type of entertainment medium that helps the 
worker escape from his workaday world, and does a great deal to 
keep him and his family in the outdoors and happy. 
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(3) Ours is a seasonal business. Our parks are open for business 
seldom more than 3 or 4 months a year, and give employment to 
thousands of high-school and college students and to oleae people 
who rene our regular year-round crew. In addition to being 
seasonal, we are at the mercy of the weather. Cold weather, rainy 
weather, and discouraging forecasts drastically reduce business in- 
come. Consequently we must operate longer hours when business 
is good in order to make up for the days when weather is bad. It 
would work a great hardship on us to have to limit the working hours 
of our employees as proposed under this bill. 

(4) Our maintenance staff and almost all of our key people earn 
more than the $1.25 minimum which would be required in S. 1046, 
but we feel that summer employees who are untrained and unskilled 
and who do menial tasks in our business, which has many personal- 
service aspects, should not all be categorized as they would be if this 
S. 1046 would be passed. Perhaps only 25 percent of our employees 
would be affected if this bill were passed, but, if we had to pay the 
stated minimum wage under the act, it would more than likely force 
us to increase our prices, which would then do two things: (1) It 
would not permit the great numbers of people whom we entertain 
to enjoy themselves as fully as they might with the cheap prices which 
prevail in our industry, and (2) it may cause us to price ourselves out 
of business, We, therefore, would find ourselves in trouble as an in- 
dustry with the resultant layoff of manpower which would follow. 

(5) If we were forced to raise our prices to cover the resulting 
increased overhead, we would most certainly drive a large number of 
people away from us and to the free entertainment found on TV. 
This proposed increase might also turn our patrons to the other com- 
pletely publicly supported parks, pools, and other municipally, State, 
and federally financed recreation mediums. 

(6) Instead of creating increased prosperity, as the bill intends, 
it would cause more unemployment and economic hardships. Em- 
ployers who could not (for competitive reasons) raise prices enough 
to cover added labor costs onal have to consider laying off some 
employees in order to keep wage costs in proper balance. In our in- 
dustry, this would surely involve high-school and college students who 
sorely need to earn money to help fiance their education and a large 
group of deserving people, such as housewives who supplement their 
husband's earnings with part-time work, and elderly people, some of 
whom are attally incapacitated, not to speak of the many widows 
who need the income from summer employment to make ends meet. 
After working for a period of 20 weeks, these widows and elderly 
people qualify for unemployment benefits. Senators, I would like 
you to consider that. If they are not employed in the amusement 
park or in resort work, they would doubtlessly be without employ- 
ment altogether; but by taking this kind of employment, they become, 
nevertheless, qualified to obtain unemployment benefits for 26 weeks. 

(7) We would be hit two ways by the increased labor costs resulting 
from the higher minimum wage. Not only would we have to adjust 
salaries upward for employees now below that level, but also for those 
above the level who would expect proportionate pay increases to 
maintain existing wage differentials. 
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(8) (I have never been more serious about anything in my life.) 
The whole measure is inflationary. Remember, the greatest threat 
to our great Nation today, aside from communism, is inflation. 

(9) Our business is mostly all intrastate. We do not solicit any 
interstate business and our patrons come mostly from the immediate 
trading areas of our respective communities. Occasionally, some of 
our parks bordering other States have employee-group picnics from 
out of State, but these are few and far between. 

In view of these above points, we urge that the proposed act be 
amended— 

(1) So that it may include provisions therein specifically exempt- 


ing amusement parks, kiddie parks, swimming pools and beaches, and _ 


affiliated seca operating solely in fixed places in the United 
States. I don’t speak for the traveling carnivals nor the traveling- 
circus people. 

(2) So that no enterprise in this industry which operates for less 
than 6 months during the year consecutively would be subjected to 
the terms of this proposed act and the higher minimum wages and 
hourly regulations provided therein; 

(3) So that no enterprise engaged in this industry should be 
subjected to the provisions of this act which requires 90 percent or 
more of its income from residents within the State in which the enter- 
prise is located and operated, or which purchases materials, supplies, 
and equipment beyond State lines of an amount in excess of 10 per- 
cent of its total expenditures per annum ; and 

(4) So that, finally, a specific definition of “interstate commerce” 
should be expressed in the act in order to avoid the necessity of resort- 
ing to the courts for determination as to whether any particular 
enterpr ise is one doing business interstate or intrastate, the definition 
being so clear that necessity to resort to the courts may be entirely 
avoided. 

Again, I want to thank you gentlemen for the privilege of appear- 
ing before you and of explaining our problems that relate to this 
measure. We shall be glad to answer any questions you may have 
concerning the points we have outlined or anything about our in- 
dustry which provides wholesome, family-type recreation for so many 
people. 

Senator Kennepy. Thank you, Mr. Batt. May I ask you just as 
a general principle whether you believe that the ‘American ought to 
receive entertainment at a low cost, partly because the people who are 
helping to supply the service are being paid an inadequate wage? 

Mr. Barr. You put a question to me that is going to require a bit 
of thought, but I say that if you are going to entertain the working 
class of people, the families, large families who come out together— 
we feel the people who do the menial tasks, the untrained, the boy out 
of high school, or going to high school that must work in order to go 
back to school, the “boy in college who has to do the same thing, start- 
ing untrained and with no skill, should not be paid $1.25 minimum 
because it would cause an upgrading of the other wage scales. We 
would have to raise our prices to these families. We should be the 
first one to want higher wages if we didn’t have the fear of the 
inflation. 
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Senator Kennepy. Mr. Batt, let me just make one point on which 
I disagree with you. If it is inflationary to raise minimum wages to 
$1.25, then we should be willing to pay for that inflation. If it is 
inflationary to raise the minimum wage to $1.25, then we should be 
willing to pay for the increased cost of living occasioned by such a 
wage. I do not believe that the fight against inflation should be waged 
by keeping people from receiving an adequate wage every week. That 
is No.1. No.2, Iam not really interested in the entertainment that is 
being Sorerd to working people, working people or families that are 
being kept together if it is done on a basis of paying people who pro- 
vide that service an inadequate wage. The only arguments that im- 
press me of these that you have given, are, first, that a goodly number 
of your employees are part-time workers. Secondly, you run a long 
day. In order to make a go, you have to run probably 16 hours a day. 
That does provide a problem for you. Thirdly, it is true that you do 
give people jobs who are summer workers, and so on; and, therefore, 
that is a problem. But I must say the whole discussion of inflation 
didn’t impress. At least, in my opinion, if the way to fight inflation is 
to keep people from having a decent wage, I think that is too high a 
price to pay. Secondly, the working-class Americans to which you 
refer quite obviously must be receiving a sufficient wage to enable them 
to at least go to amusement parks, and I don’t think they should expect 
to receive entertainment on the basis of an extremely low wage being 
paid to people who are helping to entertain them. 

Mr. Barr. I have to agree with you in part, Senator, but the thing 
that concerns us is that we are in a business that perhaps may get 3 
hours of full use out of our employees. We are not operating a factory 
where there is a production line and every man is giving every ounce 
of his attention to his job for the full 8 hours a day. We perhaps are 
open 10, 12 hours a day. Our people don’t work that long. They are 
in shifts. Our people work in 8-hour shifts, of course. Our working 
day may produce 3 hanes of productive income at best. Our employees 
have to be on the job because some part of the day it may rain; the 
public don’t come out during inclement weather. So sometimes week- 
ends or on special holidays, if we have to work our people overtime, 
we don’t feel we should fall into this wage-and-hours classification as 
applies to interstate commerce. 

Senator Kennepy. What is your average wage ? 

Mr. Barr. The 75 percent we speak of ? 

Senator Kennepy. Yes. 

_ Mr. Barr. We pay far above the $1.25 even in New Orleans, which 
is considered the Deep South. And you people from the North don’t 
recognize that we do pay fair wages. Some of you don’t, rather. I beg 
your pardon. I have cooks making $150 a week in a restaurant. 

Senator Kennepy. Who is it then that is being paid these wages 
below a $1.25 ? 

Mr. Barr. It is a boy to set out a beach chair, or picking up trash, 
or messengers, and that sort of thing. It is about 25 percent of the 
labor force that would be affected under this $1.25 minimum wage. 

Senator Krennepy. So, in other words, the so-called permanent 
people, they are receiving over $1.25 an hour? 

Mr. Barr. Oh, much above. All of our skilled people are union 
members and the union wage prevails, which you know is far above the 
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$1.25. We have 321% inactive weeks during which we must care for 
our property. Off season, our weekly wages have never been under 
$2,500 a week with not a penny of income for over 32 weeks a year. 
We have approximately 134 to 140 days of operation each year. In 
the North they have about 100 days a year. Our off season expenses 
must be loaded into your operating daily costs. I sincerely believe 
seasonal business of our kind should not be included in this act at all. 

Senator Kennepy. Senator McNamara. 

Senator McNamara. I think your testimony is very interesting and 
very helpful to the subcommittee. You started out by making a state- 
ment that yours was a national organization. 

Mr. Barr. Yes. 


Senator McNamara. You have membership in the North as well! 


as in the South ? 

Mr. Barr. Oh, yes. 

Senator McNamara. You have some northern liberals in your or- 
ganization as well as southern liberals? 

Mr. Barr. Quite true. 

Senator McNamara. How do you make the distinction between the 
two? 

Mr. Barr. That should be my question, Senator. 

Senator McNamara. What’s that? 

Mr. Barr. Iam a businessman, and I don’t know. 

Senator McNamara. You raised the question when you say, “I am 
a southern liberal.” 

Mr. Barr. Well, speaking in opposition to any labor bill [laughter], 
I am afraid that some people may feel I am a reactionary, and I would 
never want it known, whether it be in Washington or New Orleans, 
that I am thinking in turn-of-the-century reactionary terms at all. I 
injected that on my own. I didn’t want to come up here representing 
this national organization and be looked upon as a reactionary turn- 
of-the-century businessman. 

Senator McNamara. I assure you, sir, that I accept your statement 
on its face value that you are a southern liberal, and I want to find 
out the difference—what you think is the difference between a southern 
liberal and a northern liberal. 

Mr. Barr. I don’t think there is any difference. 

Senator McNamara. You stressed that you were a southern liberal. 

Mr. Barr. Well, there are so many southerners classed as conserva- 
tive. I read the newspapers and magazines avidly, and I was afraid I 
might be classified and categorized as one of these so-called southern 
conservatives that are thinking at the turn of the century. I know that 
a dollar a day is not enough for anybody. I don’t subscribe to that at 
all, Senator. 

Senator McNamara. You don’t think that thinking is confined to 
the South, do you? 

Mr. Barr. I am not up to the northern thinking. I have been 
living in the South. 

Senator McNamara. I am sure we have people in the North who 
subscribe to that turn-of-the-century philosophy, too. [Laughter.] 

Senator Krennepy. I want to thank you, Mr. Batt. 

Do any of you gentlemen want to make a statement. I assume you 
all support Mr. Batt’s statement. 
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I don’t want you gentlemen to think we are insensitive to the 
problem here, which is a special one, and I can assure you we will 
give your arguments consideration in trying to arrive at a fair judg- 
ment. We are anxious to expand the minimum wages as much as 
possible. We don’t want to do it where it causes unemployment or 
where it causes undue stress. I attempted to distinguish between what 
I considered the impact of some of your arguments from others, and 
I want to make it as a general thesis that I don’t think that this is 
where the fight against inflation should be fought—at the lowest in- 
come level. And J recognize the fact you have a seasonal business, 
and I realize that it is a very complicated subject and we will try 
to do the best we can for you. 

Mr. Barr. You are certainly very considerate. Thank you. 

Senator Kennepy. We have one more witness, Mr. W. I. Bowman, 
of the National Association of Livestock Auction Markets, of Mont- 
gomery, Ala. 

I understood Senator Hill is extremely interested in your testimony, 
and for that reason, and also because we are glad to have you anyway, 
we are happy to welcome you. 


STATEMENT OF W. I. BOWMAN, CAPITAL STOCK YARDS, MONTGOM- 
ERY, ALA., MEMBER OF THE LIVESTOCK MARKET COUNCIL 


Mr. Bowman. Mr. Chairman and members of the subcommittee, 
my name is W. I. Bowman. I am the owner of the Capital Stock 
Yards, Montgomery, Ala. I am a member of the 15-man livestock 
market council of the national business trade association of our in- 
dustry made up of the country’s 2,310 livestock auction markets. 

Our council, national association, and the auction markets individ- 
ually, appreciate this opportunity you have provided us to appear 
here in the course of your hearings on proposed amendments to the 
Fair Labor Standards Act. 

C. T. “Tad” Sanders, executive secretary and counsel of our na- 
tional association, has filed with you a statement in some detail, giving 
you an overall picture of our industry and setting forth our views in 
respect to some of the matters now under consideration by you. 

I am an auction-market owner, farmer, and stockman. My brief 
statement here is intended only in summary of the more complete 
statements filed on behalf of the markets by Mr. Sanders, but is made 
on the basis of my experience, and that of others like me, in the business. 

At the outset 1 would like you to understand in a general way what 
a livestock auction market, such as mine at Montgomery is. It consists 
of stockyards and proper facilities for handling livestock that are 
consigned by livestock producers for sale. On one or more days a week, 
as scheduled, this livestock is sold by auction by us for the owners. 
We make a charge to the owner for this selling service and such other 
Services as are rendered in connection with the livestock. 

We are subject to the Federal Packers and Stockyards Act and 
worked hard toward its amendment last year by Congress to modernize 
some of its provisions. I am happy to say it was amended and now 
applies to all livestock marketing transactions interstate commerce. 
Under that act our markets are “public markets” as defined in the 
law. We are both a “stockyards” for the handling of the livestock 
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and a “market agency” for the selling of them as consigned. Our 
charges for the services rendered are filed in a tariff with the Secretary 
of Agriculture and are subject to his review as being “just, reasonable, 
and nondiscriminatory.” We do not deviate from that tariff. 

As independent businesses we are subject to the provisions of the 
Fair Labor Standards Act in respect to the stated minimum wage 
and the 40-hour workweek. 

Also as markets we are a part of the livestock industry in providing 
competitive marketing services for the sale of livestock. To the ex- 
tent we may also be farmers and stockmen otherwise, we are that much 
more a part of the livestock business and agriculture. 

This leads to some inconsistencies under the Fair Labor Standards 
Act taking into account its broad agriculture exemption. . 

I’ve always thought of the Fair Labor Standards Act as applying to 
employees rather than employers in that its provisions are applied 
on the basis of the individual employee’s activities. 

Thus we have the situation where an agriculture employee loses his 
agriculture exemption by working any of his workweek at an auction 
market where there is any form of joint employer relationship. 

Our business is such that we need additional help on our days of 
sale which may be 1 or more days a week. These days may be more 
than 8 hours and generally are. We naturally look to agriculture 
employees in our trade area for this extra help because they are more 
familiar with handling livestock. They are more competent help and 
make our service that much better. We cannot use them when to 
do so puts them in the position of taking their exemption away for 
the balance of the workweek in agriculture. We cannot use them be- 
cause they want to keep their exemption. 

S. 1470 was introduced to reconcile the agriculture exemption with 
this part-time market-employment situation. I think it does that in 
a fair way to both the employee and the employer. 

Senator Kennepy. Excuse me. I am sorry that I have been un- 
expectedly called away to vote in another matter. 

Senator McNamara will conclude the hearing. I have read your 
testimony and know that Senator Hill has been interested in your 
problem. It will be given very careful consideration. 

Thank you, Senator. 

Mr. Bowman. The bill simply adds a subsection (16) to section 
13(a) which reads as follows: 


or (16) any employee with respect to his employment in agriculture by a farmer, 
notwithstanding other employment of such employee in connection with live 
stock auction operations in which such farmer is engaged as an adjunct to the 
raising of livestock, either on his own account or in conjunction with other farm- 
ers, if such employee (1) is primarily employed during his workweek in agricul- 
ture by such farmer, and (2) is paid for his employment in connection with such 
livestock auction operations at a wage rate not less than that prescribed by 
section 6(a’) (1). 


One basis of the exemption is that the minimum wage shall apply 
to the market employment, and the other is that the employee must 
be primarily employed during the workweek in agriculture. 

We are willing to leave it to the good judgment of this committee 
and Congress what that minimum wage standard under the act should 
be since there are so many factors to be considered. I know that I 
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am primarily after a people and sometimes if that is done 
the wage scale is of secondary importance. 

I personally think S. 1470 is a very fair solution to a present in- 
consistency in the law and hope that this committee will give it proper 
consideration in relation to other proposed changes in the act. 

Again, I thank you for this time you have granted us. 

Senator McNamara (presiding pro tempore). I want to thank you 


very much for your testimony. You can be sure it will be given every 
consideration. 


I have no questions. Thank you for appearing here. 
(The document referred to by Mr. Bowman in his statement, en- 
titled “Statement of C. T. ‘Tad’ Sanders, Secretary-Counsel of the 


Livestock Market Council of the National Association of Livestock 
Auction Markets” follows :) 


STATEMENT OF C. T. “Tap” SANDERS, SECRETARY-COUNSEL OF THE LIVESTOCK 


MARKET COUNCIL OF THE NATIONAL ASSOCIATION OF LIVESTOCK AUCTION 
MARKETS 


Mr. Chairman and members of the subcommittee, the National Association of 
Livestock Auction Markets is the national business trade association of the 
livestock auction markets industry. Such industry is composed of approxi- 
mately 2,310 independent livestock auction markets, each a public market and 
separate business concern, throughout the 48 continental United States. 

The national association is purely voluntary in nature. It is composed of 37 
affiliated State trade associations of auction markets and the participating and 
supporting individual markets that make it up. The Livestock Market Council 
is a 15-man body of the national association delegated the responsibility of 
dealing with legislative and administrative matters affecting the industry, and 
of administering the nationally adopted code of business standards applicable 
to each market’s operations and services as a public market for livestock. 

My name is C. T. “Tad” Sanders. I am executive secretary and counsel of 
the national association. My residence is in Kansas City, Mo., where the na- 
tional organization maintains its business offices. I make this statement in my 
administrative capacity in behalf of our industry. 

That industry is relatively young. It has grown and developed rapidly in 
the past 20 to 25 years. I would like to make it clear to you gentlemen in the 
interests of a comprehensive understanding of the matters you are called upon 
to determine in respect to the considerations at hand, that each of the 2,310 
markets comprising the industry is a public market for livestock. Each oper- 
ates at a fixed place of business in stockyard facilities for the proper handling 
of livestock; each business as conducted consists of performing stockyard and 
Selling services in respect to livestock consigned to the market for sale. These 
markets are conducted as to services performed, under one ownership or man- 
agement, and gain their name and designation by the method followed in selling 
the consigned livestock. That method is by auction. Actual selling of livestock 
takes place from 1 to 5 days per week at each market on designated days of sale. 

As such public markets, all come under the applicable provisions of the 
Federal Packers and Stockyards Act as amended by Congress last August. As 
so amended the scope of that act was extended and it was made applicable to 
all livestock marketing transactions in interstate commerce. This includes 
all of the 2,310 livestock auction markets, many of which were subject to the 
act prior to its amendment. This is in addition to its provisions in respect to 
= packing industry. The act is administered by the Secretary of Agricul- 
ure. 

As such markets our industry has been subject to the Fair Labor Standards 
Act of 1938, as amended. Thus, we have adhered to the minimum wage and 
workweek provisions of that act and been governed by its other provisions. 

Our markets generally have fallen within the 14 week per calendar year 
exemption as contained in section 7(c) of the act. 

Because of the position of our industry as I have outlined, we have followed 
closely the hearings of this subcommittee in respect to proposed amendments 
of the Fair Labor Standards Act. This area of interest includes the Kennedy 
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bill (S. 1046) with its proposed increase of the minimum wage to $1.25 per hour. 
We offer no conclusions as to the merit of that bill because we feel that our 
industry is too small a segment overall to add any basic facts to what this 
subcommittee is now considering in arriving at its conclusions. An increase in 
the minimum wage would necessitate adjustments in our operations, of course. 

As public markets under the Packers and Stockyards Act we do business under 
a tariff or schedule of charges for all market services rendered which is filed 
with the Secretary of Agriculture. This is because of the public nature of the 
individual businesses conducted as such markets. These schedules of charges 
are subject to review by the Secretary of Agriculture to determine that they 
are just, reasonable, and nondiscriminatory. 

An increase in the minimum wage would necessitate an increase in these 
charges to the extent that the increased overall costs of operation could not 
otherwise be absorbed in greater efficiency of operation. This, in turn, becomes 


an added cost to the livestock producer who bears such charges and who is a 
part of agriculture. 


Our markets are an integral part of the livestock industry in providing 


competitive marketing services for the sale of livestock. As such, we are 
a part of agriculture. Many of our market owners are ranchers, farmers and 
livestock producers or feeders or both. 

Because of that situation and the agriculture-employee exemption as contained 
in the Fair Labor Standards Act, our market owners oftentimes find themselves 
in a conflicting position which works a hardship upon the employee intended to 
be benefited. 

That situation is what led to the introduction of S. 1470. It proposes to 


add a further subsection to section 13(a) of the Fair Labor Standards Act. 
S. 1470 reads as follows: 


“A BILL To amend the Fair Labor Standards Act of 1938, as amended, to insure to 
farmers engaged in raising livestock an os for the employment in agriculture 
" 


of certain of their employees engaged in other duties related to livestock auction 
operations 


“Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 13(a) of the Fair Labor 
Standards Act of 1958, as amended, is further amended by inserting, before 
the period at the end of the subsection, a semicolon and the following new 
language: ‘or (16) any employee with respect to his employment in agriculture 
by a farmer, notwithstanding other employment of such employee in connection 
with livestock auction operations in which such farmer is engaged as an adjunct 
to the raising of livestock, either on his own account or in conjunction with 
other farmers, if such employee (1) is primarily employed during his workweek 
in agriculture by such farmer, and (2) is paid for his employment in connection 
with such livestock auction operations at a wage rate not less than that 
prescribed by section 6(a)(1)’.” 

By way of explanation and understanding of that language “livestock auction 
operations,” it refers to the operation of a livestock auction market as that oper- 
ation has been more fully described in this statement. 

You will note that the minimum wage provisions of the Fair Labor Standards 
Act, whatever they may be determined to be, would still be applicable to the 
time of the employee worked at the market. Further, such employee would 
still have to be primarily employed during his workweek in agriculture. 

Almest without exception the auction markets have one or more regular 
employees on a full-time basis, plus part-time employees during the day or days 
of the week when selling operations are conducted. The markets do not conduct 
these selling operations each day of the week and oftentimes they are conducted 
only 1 day per week. 

It is logical in the interests of good operations of the market, and the best 
in services, to seek the same employees for this part-time employment each week. 
These employees are most readily obtained from agriculture in the market's 
trade @rea. The tendency is naturally to obtain the same employees for their 
experience and familiarity with livesteck from week to week on what may be a 
1- or 2-day per week basis. 

With a related employer situation at the farm and at the market, the employee 
loses his agriculture exemption by the market employment and his workweek is 
comprised of both his market and farm employment. 
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Under existing provisions of the law, the result is that the employee is 
obliged to work only the 1 or 2 days per week for the market owner, or con- 
fine his employment solely within the agriculture exemption. 

The provisions of S. 1470 seek to reconcile the broad agriculture exemption 
with part-time employment at auction markets. We feel its provisions for this 
sole purpose are in the interests of the employee. We further feel that his 
earnings can be increased so long as the basis for the agriculture exemption 
exists. 

We ask the consideration of this subcommittee of this situation as covered 


by S. 1470 in your overall deliberations given to the advisability of amendments 
to the Fair Labor Standards Act. 


Senator McNamara. The hearings are recessed subject to call of 
the Chair. Thank you. 


(Whereupon, at 11:50 a.m., the subcommittee recessed, subject to 
the call of the Chair.) 
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THURSDAY, JUNE 4, 1958 
U.S. Senate, 
SUBCOMMITTEE ON LABOR OF THE 
CoMMITTEE ON LaBpor AND PuBLic WELFARE, 
Washington, D.C. 
The subcommittee met, pursuant to call, at 2:10 p.m., in room 4322 
New Senate Office Building, Senator John F. Kennedy (chairman of 
the subcommittee) presiding. 
Present: Senators Kennedy (presiding) and Randolph. 

Also present : Senators Clark and Cooper, members of the committee. 
Committee staff members present : Stewart E. McClure, chief clerk; 
Ralph Dungan, professional staff member; Michael J. Bernstein, mi- 
nority counsel ; Raymond D. Hurley, minority professional staff mem- 
ber; and Joseph Goldberg, technical assistant, U.S. Department of 

Labor. 

Senator Kennepy. The subcommittee will come to order. 

The first witness this afternoon is Daniel Schulder, secretary- 
treasurer of the Association of Catholic Trade Unionists of New York 
City. 


STATEMENT OF DANIEL SCHULDER, SECRETARY-TREASURER ASSO- 
CIATION OF CATHOLIC TRADE UNIONISTS; ACCOMPANIED BY 
ANGELO RODRIGUEZ AND THOMAS BRETT, MEMBERS 


Mr. ScuHutper. Senator, we have two other members of our associa- 
tion here who are also to give testimony. On my left is Mr. Angelo 
Rodriguez and on my right is Mr. Thomas Brett, attorney. 

Senator Kennepy. I want to say it isa great pleasure to have you. I 
am familiar with the work that your association has done, and it 
has been in the public interest, I think the work that has been done 
with some of the lower wage groups in New York City, Puerto Ricans 
and others who operate on the edge of exploitation in some cases is 
most commendable. We are very glad to have you here and to hear 
testimony of you and your association. 

Mr. Scuutper. Thank you, Senator. 

Mr. Roprievrz. Gentlemen, my name is Angelo Rodriguez and I 
um appearing here today as a member of the Association of Catholic 
Trade Unionists, New York Ch: apter. 

I have come before this committee to give testimony about what I 
know to be the effects of a low minimum wage upon workers. 

My knowledge of the New York metropolitan area is direct, I should 
also like to say something about the conditions in Puerto Rico about 
which, I am sure, this committee is concerned. My knowledge of the 
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conditions in Puerto Rico comes from friends and fellow workers, 
who have recently come from the island. 

I am employed at the Dynavox Corp., Long Island City, N.Y. I 
am a member of Local 3172, United Brotherhood of Carpenters, AFL-— 
CIO. I ama shop steward in my factory and am acquainted with 
the pay scales in my shop and of the pay scales of workers doing 
similar work in the New York City area. 

The Dynavox Corp. produces high fidelity and stereophonic phono- 
graphs. I work in the production department. My work is considered 
semiskilled. I was a wirer and a solderer. My pay scale presently is 
$53 for a 40-hour week. As far as I know, this is the second highest 
pay scale for production workers. Another man who works in my 
shop makes $59 a week after 9 years of service to the company. 

The starting wage for workers in my factory is $42 a week for 40 
hours. Of the 80 workers in the production department of the com- 

any, I should say that over 60 percent of them make less than $1.25 an 
linae. I myself worked for 3 years before I reached a wage of $50 
a week. 

Those are the wage conditions in one factory in New York City. 
Those are the conditions despite the fact that we have a union which 
does try to serve the workers. 

As a worker and a trade unionist, it is my belief that it is the trade 
union which is the most effective means available to workers in the 
struggle for economic justice. 

Without trade unions, I’m sure that most of us would not be getting 
even the $1 an hour minimum wage. I do not believe that this can 
be denied. 

At the same time, I know that in the New York City area there are 
hundreds of thousands of workers like myself who, despite member- 
ship in good trade unions, do not make much more than the present 
$1 an hour minimum. 

I know that many unions have not been able to establish contract 
minimums of more than $45 or $46 a week. I believe that the workers 
and the trade unions need Federal assistance in establishing a reason- 
able minimum wage base. From such a base the unions could begin 
to bargain for a wage closer to one on which a man and his family 
can live with decency. 

I am not married, but I am the sole supporter of my mother and 
my sister who is 17 and attending high school in New York. From 
my net pay of $47.55 a week I must pay $65.25 a month for rent, $25 
a week for food, and $30 a month for medical expenses for my mother 
who is ill. This just about entirely uses up all of my income. 

It also uses up all of my mother’s $25.50 a month social security 
retirement payment. 

We have no money saved. 

We have no financial protection against sudden emergencies. 

We must carefully budget our food. 

We have bought no furniture in the past 3 years, nor do we ever 
hope to own our own home or an automobile. 

Thus for a family of three, even $50 a week is far from enough. 

T am just one worker who can testify to the effects of a low wage. 
For me it seems insecurity and the inability to hope for improve- 
ment. It means a continual fight to keep my family together. It 
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also means an indefinite postponement of my personal plans for the 
future. I intend to resume my studies for the Roman Catholic 
priesthood, something which is now economically impossible. 

I speak here today for all those others in the United States and in 
Puerto Rico whose condition is far worse than mine. I speak for 
those parents of large families who cannot hope to give their children 
even the minimum blessings of an education, decent housing, ade- 
quate food, and security. 

I speak for those workers who have no union protection and who 
make sweatshop salaries. I speak for those workers in Puerto Rico 
who must try to survive on $90 or $25 a week. I speak because I 
know what it is to live on an inadequate salary. 

I therefore ask this committee of the Senate of the United States 
to consider what I have said. 

I ask you to remember that we workers demand dignity and that 
we know that it is in the power of the Federal Government to help us 
achieve that dignity. 

I appeal to you to pass legislation at this session of Congress estab- 
lishing $1.25 an hour as the national minimum wage for all workers. 

Thank you. 

Senator Kennepy. Thank you very much. Isn’t the Dynavox 
Corp. covered by the minimum wage law today ? 

Mr. Ropricurz. Yes. 

Senator Kennepy. It is covered by the minimum wage law? 

Mr. Roprieuez. Yes. 

Senator Kennepy. Now you are a member of a rather strong union, 
the United Brotherhood of Carpenters. They represent the work- 
ers of the Dynavox Corp., don’t they ? 

Mr. Roprieurz. Yes, they do. 

Senator Kennepy. Why is it that the union is not able to secure a 
higher wage than $53 a week after several years of work? That is 
$53 for a 40-hour week. 

Mr. Roprieurz. Yes. 

Senator Kennepy. But you say you worked for 3 years before you 
reached the wage of $50 a week. Why isn’t the Carpenters Union 
able to secure a better wage for your people than that ? 

Mr. Ropricuez. You see, Senator Kennedy, I have spoken to the 
union and they already signed the contract and the contract doesn’t 
expire for 2 more years. 

Senator Kennepy. How long ago did they sign the contract? 

Mr. Roprieuez. One year ago. 

Senator Kennepy. They signed a contract a year ago providing—at 
what do they begin, the people who come into your shop? 

Mr. Ropricuez. $1.05 an ae 

Senator Kennepy. And then after how many months? 

Mr. Ropricurz. I should say about 6 months. 

Senator Kennepy. They get what then ? 

Mr. Roprievez. Five cents more. 

Senator Kennepy. And then they get $1.10 an hour? 

Mr. Roprievuez. Yes. 

Senator Kennepy. That is $44 a week ? 

Mr. Roprievez. Yes. 

Senator Kennepy. That is probably take home of about $41? 
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Mr. Roprievez. Yes. 

Senator Kennepy. Why is it the United Carpenters are not able 
to get a better wage for your people? 

Mr. Roprievez. I don’t know, Senator. 

Senator Kennepy. Are you a steward ? 

Mr. Ropricuez. Yes. 

Senator Kennepy. Who is the business agent? 

Mr. Ropricurez. Mayer Chait. 

Senator Kennepy. Does he work in your company or for another 
company ? 

Mr. Roprievez. For another company. 

Senator Kennepy. I would like to ask Mr. Schulder whether he 
knows anything about that. Is that the standard pay in this indus- 
try, or does this happen to be unusually low ? 

Mr. Scuuiper. Within the New York City so far as I know it 
is not particularly low. Dynavox Phonographs are a middle and 
lower range phonograph, and for the work, which is electrical com- 
ponent work, soldering et cetera, this I do not believe is so very low 
in New York City. There is a lot of competition with unorganized 
shops in New York City. There is also—how can I put it? No 
doubt this is what we would call wage competition with those firms 
which might be organized by the IUE, and these firms, a place like 
Dynavox perhaps, in order to stay in business do oppose the union 
well enough, strong enough to keep the wages low. The particular 
local, 3172 is not the best that I know of. 

I don’t mean it is corrupt but it is not the most militant union. 
However, this particular wage area between $40 and $50 for this 
sort of work I don’t think is uncommon. I would class this with 
many other types of jobs, electrical appliances in New York City. 

Senator Kennepy. Most of the people who work in these factories 
are women; is that correct ? 

Mr. Scuutper. About half of the people in the shop are women. 

Senator Kennepy. And what percentage are Puerto Rican? 

Mr. Scuutper. About 70 percent. 

Senator Kennepy. Is it your experience, Mr. Schulder, that the 
Puerto Ricans tend to get low wages? 

Mr. Scuutper. I would say so; yes. They are in industries today 
and they do pay the lowest wages in the city, Puerto Ricans and 
Negroes in the New York metropolitan area, that is. 

Senator Kennepy. As I understand it 50 percent are women and 
most of the workers are Puerto Ricans? 

Mr. Scuutper. That is correct. 

Senator Kennepy. Are you Puerto Rican, Mr. Rodriguez? 

Mr. Ropricurz. Yes. 

Senator Krennepy. Were you born here? 

Mr. Ropkicurz. No, I was born in Puerto Rico. 

Senator Kennepy. Your mother is getting social security ? 

Mr. Roprievurz. Yes. 

Senator Kennepy. How long has she been here? 

Mr. Ropricurz. For 23 years. 

Senator Kennepy. We are very glad to have received your testi- 
mony. You have another witness, Mr. Schulder? 
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Mr. Scuutper. Yes, I would like to make one or two comments and 
then have Mr. Thomas Brett give our specific legislative proposals. I 
have come here as the secretary-treasurer of our Association of Cath- 
olic Trade Unionists. 

Senator Kennepy. Is thisa full-time job for you? 

Mr. Scuuuper. Yes, it is. 

Senator Kennepy. How long have you held it? 

Mr. Scuuvper. About a year and half or so. 

Senator Kennepy. The gentleman who testified before the McClel- 
lan committee on the condition of Puerto Rican workers in New York, 
was he your predecessor in this job? 

Mr. ScuHutper. He was executive secretary. 

Senator KenNepy. Is he still with your group? 

Mr. Scuutper. Yes, he is. He is leaving this summer for Puerto 
Rico. We are attempting to set up a labor school program through- 
out the island of Puerto Rico and he is to be director of that program. 

Senator Kennepy. I thought his testimony before the McClellan 
committee was very helpful. 

Mr. Scuutper. Yes, it will create some results I think. 

Senator Kennepy. Have there been any results as yet? 

Mr. Scuuxper. I think a number of things have happened in New 
York. The law enforcement agencies and AFL-CIO have all begun 
drives. For instance, the Jewelry Workers Union was under a 
trusteeship under the AFL-CIO, the international officers were 
thrown out and they have had a convention recently and they have 
elected reform officers. I think this was in a great measure the 
result of our pushing on this question. 

This did involve perhaps 20,000 workers in the New York City 
area who were getting the substandard wages in contracts. Also the 
district attorney’s offices in the various boroughs and the Governor 
have begun the fight on the racketeers in New York City. 

New York State this year has new laws on their problem, and New 
York City in conjunction with the statehood relations board next 
week will attempt to form new measures on the problem in New 
York itself. It is still a major problem in New York City, may I 
say, the paper locals or the Johnny Dio sort of locals. However the 
community has become more conscious of it and I think something 
has been done and is being done. 

Senator Kennepy. Thank you. 

Mr. Scuvtper. I would like to make this very brief. We would 
just like to read a short statement here. 

Our membership is composed of workers, both blue and white 
collar. We represent almost every job classification and membership 
in threescore international unions. The ACTU is founded on the 
belief that economic justice is a cornerstone of a sound and moral 
social order. We hold that unionism is a necessary instrument of 
social justice in an industrial society. We hold further that the State 
has the rightful imperative to intervene where there exists injustice 
in the fields of wages, hours, and working conditions. 

This was the historic message of the papal encyclical, Rerum No- 


varum, issued in 1891. These are the principles on which the ACTU 
bases its existence and efforts. 
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We therefore contend that there is a moral obligation of the state— 
and here we refer to the Federal Government—to provide protection 
for workers against economic exploitation. Such obligation arises 
from the nature of the state which exists for the maintenance and 
furtherance of the common good. 

Today, beneath a veneer of plenty, there are great gross economic 
injustices throughout American society. Millions of American work- 
ers suffer profound economic and social deprivation; only the legis- 
lative powers of the Federal Government can provide immediate, 
effective and widespread relief. 

Thus, we favor, with some modifications, the Kennedy-Morse- 
Roosevelt bill (S. 1046 and H.R. 4488). The raising of the minimum 


wage to $1.25 an hour together with the extensions of inclusion is a . 


step forward in simple justice. We urge the passage of this necessary 
legislation. 

The basis for any moral analysis of the minimum wage question 
must reside in the unqualified recognition of the preeminence of the 
dignity of the worker and his work. Such recognition must take 

recedence over questions of social and economic utility. There can 

no justification for any economic or industrial system or for any 
work process which violates this essential dignity. 

This was the intent of the first act— 


the correction and elimination of labor conditions detrimental to the mainte 
nance of the minimum standards of living necessary for the health, efficiency 
and general well-being of workers. 


Dollars and cents are not the essence of dignity, nor is comfort and 
wealth. Yet the foundations of a minimum dignity can be measured 
in such terms. This is a world in which the necessities of life, of 
dignity, must be bought and paid for. This means dollars and cents. 
There are levels of income which are so inadequate that they rob the 
worker and his family of all opportunity to know that dignity which 
is the natural right of every man. 

One dollar an hour, even for a single person, does not meet the 
bare minimum; $1.25 an hour only inches closer to those standards. 
By no means can $1.25 be termed a living wage for a family. 

However, the Kennedy-Morse-Roosevelt bill is a step toward that 
goal and it is for this material gesture that we support it in its broad 
aims. 

Our field of action and interest is primarily trade unionism. We 
are intimately aware of the trade union situation in the Northeast 
of our country. We know that it is still difficult for many industrial 
trade unions to establish contractual minimums of $50 a week. 

This is especially the case in the marginal industries of plastics, 
textiles, aluminum house furnishings, novelties, jewelry, paper and 
cardboards, and garments. 

The list is by no means complete. A primary cause of this de- 
lorable situation is competition with southern and unorganized 
rms. 

This is not an isolated and minute problem. It is the problem of 
hundreds of thousands of workers in New York City itself. It is 
the problem of the New England textile industry and the New York 
toy and novelty industry. It is competition based on substandard 
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wages. Such competition is at the expense of workers and their 
families. For this there can be no justification. 

This is a major social problem, demanding the concern not only 
of the workers who are directly caught in it, but of all responsible 
elements in American society. The burden of guilt lays most heavily 
on employers who engage in such pernicious competition. Employers 
have a strict obligation in social justice to refrain from any compe- 
tition based on worker exploitation. 

But until such restraint becomes an institutional principle within 
our society, a Federal minimum wage policy is the —e feasible mech- 
anism to insure minimum protection for all workers. 

We also endorse the increase of coverage so as to include the service 
industries which the proposed bill contains. While some industrial 
unions have a difficulty in establishing a contractual $50 a week mini- 
mum the unions in the service field cannot often establish even a $40 
minimum in their contracts. 

We speak here of militant trade unions, and of lax or corrupt ones. 
They must contend with an anachronistic exemption of service in- 
dustries from Federal wage standards and instead work under 
patently inadequate State minimum wage levels. 

We fail to see why multimillion dollar establishments in the res- 
taurant, hotel, and cme fields should be subsidized by the un- 

rotected wages of their employees. Nor do we see why the corporate 
arm should be afforded the same exemptions. 

We cannot agree with those critics of the proposed legislation who 
foresee dire consequences if the increase is passed and extended. 
There is no evidence that the increases of 1950 caused great economic 
dislocation or unemployment. We feel rather that these increases 
were far behind the economic advances of the country during the 
past 20 years. Even the $1.25 minimum must be considered only a 
small step toward economic equity for the millions of affected 
workers. 

We see in this first step however a great advance for an immense 
number of neglected workers. Others have testified before this com- 
mittee that there is developing in this country a forgotten or depressed 
class. The members of this group are those workers who have not 
shared in the benefits of unionization and Federal wage protection. 

_ This is fact; the gap between the farmworker and the steelworker 
is glaring proof. 

nly a courageous and straightforward national wage policy can 
help close this gap which belies the American boast of equality and 
plenty. Without such Federal action the glaring contrast between 
poverty and abundance will continue to mar our otherwise impressive 
history of American social advancement, 

Thank you. ‘ 

These are the reasons for which we are here and we are to support 
the Kennedy bill. 

_Mr. Thomas Brett, attorney and a member of our association, would 
like to approach the specific recommendations for legislation. 

Senator Kennepy. Will you proceed, Mr. Brett. 

Mr. Bretr. The Kennedy-Morse bill, S. 1046, enlarges coverage of 
the Fair Labor Standards Act by extending the law to all employees 
of employers engaged in an activity affecting commerce. This is in 
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addition to the present narrow tests which require that employees, as 
individuals, engage in commerce or in the production of goods for 
commerce. 

This basic amendment makes the act more akin to the much broader 
National Labor Relations Act, as amended, which applies to industries 
affecting commerce. But different from the NLRA, the Kennedy bill 
carefully defines activity affecting commerce as: 

Any activity in commerce, necessary to commerce, or competing 
with any activity in commerce, or where the payment of subminimum 
wages or the employment of child labor burdens or obstructs or tends 
to burden or obstruct commerce or the free flow of commerce. 

To further guard against the misinterpretation of the phrase “affect- 
ing commerce,” the bill sets up dollar amounts as the tests of whether 
or not particular businesses should come within the law. The wisdom 
of this is apparent, inasmuch as many establishments could be con- 
sidered as “affecting commerce” as was done by the NLRB prior to 
its establishing jurisdictional standards, if the law did not specify 
guideposts for the inclusion of those businesses, 

Thus an enterprise having one or more retail establishments and 
engaging in an activity affecting commerce must have either (1) an 
annual gross volume of sales of $500,000 or more to come under the 
law, or (2) annual sales of at least $50,000 which are for resale, or 
which are to customers in mining, manufacturing, transportation, 
commercial, or communications business. 

A similar $500,000 and $50,000 standard is set for enterprises with 
one or more service establishments; taxicab companies also come 
under a $500,000 standard. 

Enterprises with establishments doing laundry and cleaning service 
have a $250,000 standard; while construction firms have a $50,000 
standard. 

Small transit companies are specified as being covered if they 
simply engage in activities affecting commerce. 

Then there is a catchall provision which specifies that an enterprise 
having one or more employees covered under the existing tests 

(engagement in commerce or production of goods for commerce), will 
be considered as affecting commerce if annual gross volume of sales 
is $50,000 or more. 

This provision deserves investigation. In section 9 of the bill it 
is made clear that this particular provision does not apply to retail 
establishments which fail to meet their particular standard. We sug- 
gest a similar precaution with regard to the other specific business 
categories which have fixed monetary standards. 

Present-day exemptions concerning the business categories for 
which monetary standards are fixed are deleted from the law. 

On some slight reflection it is easy to see that the intent of this 
bill with reference to the setting of monetary standards is to bring 
minimum wages and overtime to employees of large multiunit or 
chainstore operations in the retail service and laundry fields. There 
is not intent to saddle the small employer with Federal control of 
wages and hours. This we feel to be a reasonable extension of the 
law—at this time. We nevertheless fee] that those areas of coverage 
remaining within State jurisdiction are needful of minimum wage 
revision also. 

These, of course, are not within the purview of this bill. 
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EXEMPTIONS 


At the present time there are some 38 specific exemptions in the 
Fair Labor Standards Act. These provisions exempt employees from 
minimum wages and overtime, from minimum wages alone, from 
overtime alone, or from overtime for a limited period. 

The minimum wage and overtime exemptions deleted from the law 
would affect : 

1. Employees of small transit companies (mentioned earlier). 

2. Employees of small newspapers with circulation of less than 
4,000. 

3. Switchboard operators in public exchanges having less than 750 
stations. (However, there is an exemption for operators having 
boards in their home. ) 

4. Seamen, except as they are employed on non-American vessels. 

5. Employees engaged in small forestry and lumbering operations. 

It should be noted that although these exemptions are deleted, 
coverage of employees would only attach on a showing of engage- 
ment, in commerce, production of goods for commerce, or that the 
employer engages in activity affecting commerce. 

The overtime exemptions deleted from the law refer to: 

1. Employees engaged in canning fish. 

2. Employees engaged in the first processing of milk, whey, butter- 
milk, and so forth into dairy products. 


3. Employees ginning and compressing cotton or processing cotton- 
seed. 

4. Employees processing sugar beets or cane into sugar or sirup. 
The bill would omit the following partial exemptions from over- 
time: 

1. Employees working in seasonal industries, whereby they may 
work up to 14 weeks as much as 12 hours a day or 56 hours a week 
without receiving overtime pay. 

2. Employees who first process and can fresh fruits and vegetables 
whereby they need not be paid overtime in 14 weeks of the year. 

3. Employees processing agricultural commodities in an area of 
production whereby no overtime is due in 14 weeks. 

4. Employees handling and slaughtering poultry and livestock, 
whereby no overtime is due them in 14 weeks. 

Again it should be noted that the mere deletion of these exemptions 
does not entitle those doing the specified activities to minimum wages 
or overtime. Then employees must either be engaged in commerce 
producing goods for commerce, or employed by an enterprise which 
engages in activities affecting commerce. 

It is time that the last eight exemptions mentioned—those granting 
a partial or complete exemption from overtime, be eliminated from 
the law. 

It is the large corporation operating multimillion-dollar enter- 
_ in food processing that will be most affected by this part of the 

ill. The small processor is protected, since as mentioned earlier, 
his employees or enterprise must meet the tests of coverage. 

The giant corporations operating factories in the field would lose 
the exemptions and due to the extent of their operations their em- 
ployees would likely be covered. 
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In this connection it should also be remembered that employees 
under the last eight mentioned exemptions are now receiving minimum 
wages for their labor. The proposed changes in the law relate only 
to the payment of overtime. 

This bill under consideration does not propose to delete the most 
important and most far-reaching processing exemption found now in 
sections 13(a) (10) of the law. 

This exemption applies to employees employed in the area of 
production engaged in handling, packing, storing, ginning, compress- 
ing, pasteurizing, drying, preparing in their raw or natural state, or 
canning of agricultural or horticultural commodities for market, or 
in making cheese or butter or other dairy products. | 

This shows that not all opportunity for exemption is lost to the 
large processor. This exemption is the most important of all the 
processing exemptions. Those partial overtime exemptions that this 
bill proposes to delete are in many cases superfluous to this exemption 
and overlapping. This is but another reason why there should be 
no hesitation in enacting S. 1046 into law. 

In summary of the bill, it appears that it is directed chiefly at large 
retail and service enterprises and at the large corporate processors of 
agricultural commodities. 

It has been estimated that passage of this bill and enactment into 
law will bring some 714 million workers under the protection of the 
Fair Labor Standards Act. This is only a small portion of the 44 
million workers now outside the law—and part of the estimated 714 
million already have some sort of protection under the law and are 
even now included in the 24 million who benefit directly from the 
law’s provisions. 

We feel the bill to be moderate in its approach. Perhaps too mod- 
erate. In addition to the provisions of this bill there are a number 
of amendments that the association asks this Congress to adopt. 

They are: 

1. The establishment of double-time pay after 48 hours’ work per 
week in addition to the present time and one-half for hours over 40 
hours. 

Senator Kennepy. Do you have any idea how many people work 
over 48 hours? 

Mr. Brett. No, sir. 

2. The elimination of the minimum-wage and overtime exemption 
for agricultural workers, at least as to those employed by large-scale 
corporate farms. 

3. The establishment of biennial review of the Department of 
Labor’s salary tests under the executive, administrative, and pro- 
fessiona] exemptions. 

Senaator Kennepy. Can you explain that one? 

Mr. Bretr. I plan to go into these six recommendations in a bit 
greater detail in a few moments. 

Senator Kennepy. All right. 

Mr. Brerr. 4. The granting of authority to the Secretary of Labor 
to sue for the recovery of unpaid minimum wages and overtime in 
those cases where employees refuse to sue or are unavailable to grant 

permission to sue in their behalf. 
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5. The tightening of wage contracts authorized in section 7(a) of 
the law commonly known as “Belo contracts,” to lessen the result of 
recent U.S. Supreme Court action. 

6. The closing of so-called loopholes which permit employers to 
save on overtime when employees work during vacations and on holi- 
days, simply by their method of paying for such work. 


1. DOUBLE TIME AFTER 48 HOURS 


As you know, the law now requires premium pay of time and one- 
half on employee’s regular rate for hours worked over 40 a week. In 
the original law, the limit was fixed at 44 hours a week. The purpose 
of requiring overtime pay was twofold, namely, to spread available 
work among more aaeaee by penalizing employers requiring long 
workweeks and to afford extra pay for the extra effort involved in 
working long hours. 

We propose that Congress now establish double-time pay for work 
in excess of 48 hours a week. We feel this may contribute to solving 
the problem of automation and unemployment. Current suggestions 
that the overtime limit take effect at 35 hours are unrealistic, we feel, 
since many production industries are operating on a 40-hour-week 
basis. Although we recognize the desirability of the 35-hour work- 
week, we feel this is a matter for collective bargaining, rather than 
legislative fiat. 


2. DELETION OF THE AGRICULTURAL EXEMPTION 


Under section 13(a)(6) of the law, employees engaged in agri- 
culture are now exempt from minimum wages and overtime. ‘The 
present bill does nothing to correct this manifestly unjust situation. 
Indeed the problems of agriculture are large but perhaps the payment 
of decent wages in this basic occupation would do much to revitalize 
the rural agricultural economy. We suggest this—knowing full well 
the practical difficulties of eliminating this exemption from the law 
this session of Congress. 

And yet we feel compelled to bring this to your attention. There 
is no reasonable excuse for large-scale farming enterprises—operated 
by the monopoly food interests—to shirk the responsibility of paying 
decent wages. 

In addition to this, although unrelated to the present bill, we soon 
hope to see protection of the NLRB extended to farmworkers. In 
Congress’ annual appropriation bill to the NLRB, it is provided that 
agricultural workers shall not benefit from the appropriated moneys 
through the services of the NLRB. 

And while on this subject the depressing problem of migratory farm 
laborers together with the importation of Mexican and Japanese na- 
tionals to do our farm chores would be greatly improved if concrete 
action were taken in these two fields—minimum wages and overtime, 
and NLRA protection. 
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3. BIENNIAL REVIEW OF WHITE COLLAR SALARY TESTS 


Section 13(a)(1) of the law now exempts executive, administra- 
tive, and professional employees from minimum wages and overtime. 
Congress should fully investigate this area of the law. It is suspected 
that many employers classify employees as exempt under this section 
of the law simply to avoid the payment of overtime. Although the 
Department of Labor’s regulations defining these exemptions are 
quite complete, a major part of those definitions are subject. to varia- 
tions from year to year. 

We refer to the salary test of those exemptions. 

Last February the salary test for executives was raised from $55 to 
$80 a week; the $75 rates for administrative and professional em- 
ployees was raised to $95 a week. These rates may now be satisfactory, 
but the fact of the matter is that the former rates were in effect for 10 
years. In December of 1955, hearings were held to determine the 
adequacy of the then existing rates. It was not until these 3 years 
had expired that new rates became effective, and the hearings lasted 
only a few weeks. 

We ask that the law be amended so that the Secretary of Labor 
will be directed to review the salary tests of these exemptions every 2 
years. 

{. GOVERNMENT SUITS FOR UNPAID WAGES 


The Wage-Hour Division—which does an excellent job of enfore- 
ing the law—is hampered by the present requirement which prevents 
the Secretary of Labor from suing for unpaid wages without the per- 
mission of the underpaid employee. Annual reports of the Division 
indicate that although some $19 million in underpayments were un- 
covered, only some $11 million was recovered. The reason for this 
is employee relocation and unavailability and perhaps employee fear 
of reprisal. Without a written authorization from underpaid em- 
ployees, the Secretary is without power to sue without authorization. 

Recovery of these heretofore lost sums of money would practically 
meet the present cost of administering the law, which has recently 
been in the $12 million category. 

Senator Kennepy. Who would get the money if there was a suc- 
cessful suit, the individual or the Government? 

Mr. Brerr. If the individual were available, why the individual as 
I see it would certainly be entitled to the money. If that person could 
not be located, I would suggest then—the association would suggest— 
that the moneys be put into the Treasury. 

Senator Kennepy. That would bring endless difficulties—finding 
the people ? 

Mr. Brerr. Yes. 

Senator Kennepy. And making a determination as to who gets 
the money. But I think the provision is worthy of study. 

Mr. Brerr. Belo contracts. A rather tec hnical area of the law in 
which we are interested is section 7(e). This section authorizes the 
payment of a guaranteed salary to employees working fluctuating 
workweeks and limits the number of hours that the ouarantee may 
cover to 60. 

Until recently the Wage-Hour Division maintained that. there was 
not an absolute right to use 60 hours as the guarantee. This claim 
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was based on the Supreme Court decisions upholding this type of pay 
arrangement as valid under the law prior to the addition of section 
7(e) in 1949. The Wage-Hour Division has apparently changed its 
mind, in view of recent Supreme Court action which held that the 
guarantee may be based on 60 hours, since the law now specifically 
says this. 

We urge you to amend this part of the law to read 50 hours instead 
of 60 hours. 

Although Belo contracts are beneficial to both employers and 
employees, we feel they are of greater benefit to employers since the 
Supreme Court has approved the use of a 60-hour guarantee even 
though employees can never be expected to exceed that guarantee. 

The problem is an important one. Many industries, notably insur- 
ance and oil use this type of pay arrangement. Employer publica- 
tions continually huckster the benefits of the pay arrangement and 
the new advantages conferred on the plans by the Supreme Court 
action. 


PREMIUM PAY LOOPHOLES FOR VACATION AND HOLIDAY WORK 


The law now permits certain classes of premium pay to be credited 
against overtime due under the law. Some of these privileges which 
are bona fide now abused by employers. 

For example, employers may save wage payments by juggling the 
name by which he pays employees who work on vacation or on paid 
holidays. By the simple expedient of paying double time for working 
a holiday instead of paying straight time plus vacation pay—an em- 
ployer can cut down his overtime bill for that week for that employee. 

The premium paid for work on the holiday can be credited against 
overtime due under the law. There is a similar loophole which is 
taken advantage of when paid holidays are worked. 

Although most union contracts prohibit this type of premium-pay 
credit, the problem is a serious one for the unorganized and particu- 
larly the white-collar sapboyes. We urge you to study this and to 
correct it as soon as possible. 

Senator Kennepy. I think that your testimony is very helpful. 
These are all rather technical points, at least to those of us who are 
relatively uninitiated but we will be glad to look into them. As I 
say, I am very pleased to have the testimony of ACTU—to have Mr. 
Rodriguez here who speaks of some hard experience on this particu- 
lar problem, and to have you, Mr. Schulder, and you, Mr. Brett, be- 
cause I know you are working continually with people who would be 
heavily involved in any increase in the minimum-wage coverage. 

Mr. Brerr. Thank you very much, Senator. We are very glad to 
be here. | : 

Senator Kennepy. This subcommittee will suspend for about 3 min- 
utes and then we will resume. 

The next witness will be Mr. Andrew Broaddus, president of the 
Capital Laundry & Dry Cleaning Co., Louisville, Ky., representing 
the American Institute of Laundering. Mr. Broaddus is the former 
mayor of Louisville. 

Senator Kennepy. Mr. Broaddus, it is a great pleasure to have you 
here. You are very favorably known to the chairman so we are 
delighted to have the opportunity to hear your testimony. 
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STATEMENT OF ANDREW BROADDUS, PRESIDENT, CAPITAL 
LAUNDRY & DRY CLEANING CO., LOUISVILLE, KY., ACCOM- 
PANIED BY HAROLD K. HOWE, AMERICAN INSTITUTE OF 
LAUNDERING 


Mr. Broappus. Thank you, sir, for letting me come. I had asked 
for a deferment last Tuesday because I wanted to be home to take 
part in the primary and so I was given permission to appear here to- 
day. With me I have Mr. Harold Howe, the managing director of 
the Washington office of the American Institute of Laundering. Un- 
less you have some questions of Mr. Howe, he won’t testify. 

I will read a short statement and file an exhibit. 

Senator Kennepy. Do you want to file this? 

Mr. Broappus. Yes, that will be filed and I will read the first few 
pages. (See p. 990.) 

I am Andrew Broaddus, president of the Capital Laundry & Dry 
Cleaning Co., of Louisville, Ky. I head a company which has served 
my community under the ownership of the Broaddus family since 
1910, and this company currently has its fourth generation of our 
family working in it. 

I want to emphasize working in it because that is the only way we 
have ever operated. I appear here, just as have many before me, as 
a member of the American Institute of Laundering in protest to 
Senate bill 1046 and all similar or comparable bills. 

We would call to your attention testimony presented to this Com- 
mittee in 1957 by Mr. Forest I. Neal, Jr., president of Old Colony 
Laundries, Quincy, Mass. Mr. Neal made the following points: 

(1) That our business is purely local in character. 

(2) That the area of competition between laundries is a small one 
indeed. 

(3) That laundries do not inject goods into the stream of interstate 
commerce. 

(4) That our principal competition is our own customer, the 
housewife, because these very customers can readily do this work for 
themselves if our prices and our services are out of line, and not 
satisfactory. 

(5) That laundries are truly small businesses.* 

(6) That laundries have an extremely high percentage of labor 
costs currently being from 62 to 66 percent of every sales dollar.’ 

These statements were made to congressional committees 2 years ago 
by Mr. Neal and many other representatives of the American Institute 
of Laundering and are not less true today. In fact there are man 
additional factors which emphasize the purely local character of this 
business. 

I point out specifically the newest threat to the unemployment of 
more than 225,000 people in the form of neighborhood coin-operated 
laundry-machine installations. These plants employ no labor and as 
a result undersell our service industry which has the labor costs in 
addition to the investment on the part of the owner. 





1 See table I, AIL statement, p. 990. 
2See AIL statement. 
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If I though it desirable I could give a rundown on this but I believe 
that in the interest of time and too with the further belief that you 
are familiar with this threat, I will leave out this detail. 

I am sure you recall the years from 1941 to 1946 when labor was 
scarce in America and when we were all under pressure to get a bigger 
job done that laundry plants everywhere were jammed to the rafters 
and unable to give better than 1- to 2-week service. 

In fact, few plants anywhere were able to take on any new business. 
In contrast to this situation my plant could today easily handle 50 
peren more than our current tonnage without additional equipment 
»ut of course to do so would require more labor. 

In our community the following major laundry plants have either 
gone out of business or shut down their plants since the middle of the 
1940’s. These plants were: Community Family Laundry; Crown 
Laundry; Progressive Laundry; Old Reliable Laundry; United 
Laundry; Model Family Laundry; Columbia Laundry; and the 
Perkins Laundry. 

These are all plants of considerable size. Please therefore listen 
carefully to our arguments and not force others out of business with 
the result that some 1,750 people will be added to Louisville’s already 
large unemployment roll.$ 

Mr. Mora Helm, Director of the Department of Economic Security 
in Louisville has informed me and I have the letter here that there are 
currently 20,100 people unemployed in this community. 

This compares with the figure of 7,200 in 1951, the best comparative 
year in the last 10. In discussing this with Mr. Helm, he informed 
me that this load is one of soumiiied, nonprofessional people and 
these are of course the ones who find it the hardest to find jobs. Ad- 
ditional unemployment in Louisville through the loss of laundry 
jobs would add to local, State, and Federal relief costs in direct pro- 
portion to jobs lost. 

I might inject as an aside, Senator, that I am the immediate past 
mayor of the city of Louisville and I ama little bit familiar with that 
relief load and in the last 3 years it has gone from approximately 
$600,000 on the city’s cost alone to about a million and quarter now. 
Even so the city is unable to take on those people that are called em- 
ai. ia people. It is a serious problem throwing people out of 
work, 

It might be interesting to note that the current going rate for 
domestic day labor in Louisville is $5 plus carfare for an 8-hour day. 

A few years back I might have been inclined to believe that extended 
coverage of the Minimum Wage Act would have been justified but 
experience has taught me that the law of economics just does not work 
in that way. 

I have learned through bitter experience that the law of the balance 
sheet is inevitable and that for every minus there must be a plus and 
vice versa. I will add to this testimony exhibit A—a recap of payroll 
for the week ending May 1—a computation of this payroll at a $1.25 
minimum. 

And exhibit B—letter from our general sales supervisor reflecting 


his opinions on the effect increased costs to our customer will have upon 
our business. 





*See AIL statement, p. 990. 
41681—59 64 
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Exhibit A will I think convince you that our plant could not pay a 
minimum of $1.25 an hour for 40 hours plus time and a half for excess 
hours over this figure. 

This exhibit will show that even though we eliminated all dividends 
and all officers’ salaries and made no allowance for depreciation that 
our income would not meet the required expenses of our company. 

In addition to proposed extension of coverage and raises in mini- 
mum rates there is another inequitable proposal in the act. I speak 
of that section that those provisions which would result in arbitrary 
applications of the law according to dollar volume of the plant or 
plants involved.‘ 

This surely is an unnecessary and arbitrary division and would 
work great har dship upon many ‘individual businessmen owning small 
companies not only in the laundry and drycleaning field but in every 
other type service and retail trade business. 

We at the Capital Laundry & Dry Cleaning Co. in Louisville are 
not ashamed of our level of wage rates. We have alw: ays tried to keep 
our minimum rates higher than our competitors, and referring once 
more to exhibit A, we believe that if our plant can’t see its way clear 
to the proposed minimum that our competitor could not do it either. 

At this point I would like to point out that wage rates and income 
are not the same. Wages paid out by the plant are not only income to 
the individuals involved but are a cost as well to the purchasers of 
the services being performed. 

Wages therefore should not be arbitrarily set but should be con- 
trolled by productivity or worth because the ultimate purchaser must 
pay the bill. 

This means in our industry that wages as well as the cost of soap, 
or water, or paper, or starch, or taxes altogether add up to the cost of 
our service. Therefore the increase in wage rates without an increase 
in value to the customer is inflationary in its ultimate result.® 

If our charges to the consumer are further raised without increased 
value to the consumer the eventual result would be loss of income to the 
employee. This I do not believe the Congress wants to do. 

I would like to call your committee’s attention especially to pages 
14 and 15 and the report made by the U.S. Chamber of Commerce 
to this committee about the cost to small industry to keep these 

records, and also to the cost that the Federal Departmen would 
have to add to its appropriation in order to administer the act as 
proposed. 

I believe sincerely and think you do, too, with President Roosevelt 
who made it clear in his messages to Congress when he requested the 
enactment of minimum- wage and maximum-hour legislation for those 
who “toil in factories” that he wanted this law “so as to protect the 
fundamental interest of free labor and a free people, we propose that 
only goods which have been produced under conditions which meet 
the minimum standards of free labor shall be admitted to Interstate 
Commerce. 

It. was with this objective in mind that the Congress in 1938 made 
the Fair Labor Standards Act apply to interstate “activities and spe- 





4See AIL statement, p. 990. 
®See AIL statement, p. 990. 
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cifically wrote into the act an exemption for employees of retail and 
service establishments the greater part of whose sales or services are 
in intrastate commerce. 

Today the philosophy of these new proposals is far different from 
the original intent of the Fair Labor Standards Act in that they 
attempt to bring under the act virtually all local businesses such as 
laundries which are in no way producing goods for interstate 
commerce. 

To substantiate this feeling I quote from a letter of Secretary of 
Labor Mitchell, who may well have had laundries in mind, when on 
May 9, 1955, he wrote in part to Senator Hill as follows: 

It is my belief however that coverage proposals in 8. 662 and 8. 770 to extend 
the act throughout the field of activities affecting commerce go too far. Ap- 
proaching as they do the outer limits of Federal power their adoption would 
result in a sudden expansion of coverage into many large new areas of employ- 
ment that are uncertain in their scope and are neither adequately defined in 
the bills nor susceptible of reasonably precise definition. 

In 1957 at a hearing before the House Labor Standards Committee 
in Denver, Grant Fitzell, president of the Ideal Laundry Co., of 
Denver, made certain testimonies. Mr. Fitzell testified that the In- 
dustrial Commission of Colorado had set minimum rates that ranged 
from a low of 60 cents to a high of 80 cents in the large cities there. 
These decisions were, of course, reached in order to protect the mar- 
ginal worker from being exploited by unscrupulous employers. ‘This 
I subseribe wholeheartedly. 

In conclusion, let me point up some of the salient facts in ex)ibit 
A. There is listed one individual at 75 cents an hour and this individ- 
ual is a semiretired semi-invalid drawing social security who wanted 
to augment his income, but of course is limited in the amount he could 
earn. 

Other than that person, all others are at 80-cent base rates and up 
and the table will show 142 hourly workers most of whom operate 
with some type of wage incentive which produced an average pay 
rate in the laundry plant for the week ending May 1 of $1.01%o an 
hour. These hourly workers work an average of 37.8 hours per week. 
The wages in our plant recomputed at $1.25 minimum rate but with 
no attempt to maintain the differentials, and that of course is impor- 
tant, shown in the first part of this schedule would have resulted in 
an increased cost to the consumer for that week of $1,927.33. 

Our total volume last year as per our audit statement was 
$803 ,000—$1,927.33 times 52 would equal $100,221.16. 

This would be 12.5 percent of $803,000 which would have to be 
passed on to the consumer but who in turn would get no increased 
value for the service being bought. 

Every evidence in every service industry whether it is a surface 
transportation system or a car washing service is that increased selling 
prices reduces volume. This statement is borne out I believe in our 
exhibit B a letter from our general sales supervisor, a young man in 
whom TI have great faith and confidence, Russell Hash. I beg you 
gentlemen do not put on the little men, the backbone of our American 
economy, any more disadvantages than he already has. Let’s do 
something for him and not push him further down in the mire. 

Details of this summary will be furnished if you desire but I assure 
you that the facts as stated are accurate. 
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In closing, I wish to thank the committee for permitting us to 
testify and for their attention and courtesy. I earnestly urge each 
committee member to read carefully the American Institute of Laun- 
dering statement attached. 

There follows then my wage rates showing the minimums but 
which are for 142 hourly employ ees; in the last week 197 people were 
on our payroll. These do not cover salesmen, commission group men, 
office people, an«d supervisors and executives. 

Aver rage hourly earnings including incentives for laundry workers 
$1.082 an hour, drycleaning department $1.254. I want to specifically 
point out that in Federal savings bonds programs our people last 
year apparently did not feel too poor as they put aside $8,843 for 
that purpose which plan we make available to them. 

This payroll of May 1, which we gave you as one of the beat weeks 
of our year, that payroll. without executive payroll, was 57.52 percent 
of our total income. Our average pay rol] for the previous 52 weeks 
was 62.27 percent. Applying the 1925 minimum and not using any 
differentials, not keeping the differentials in existence and not taking 
into account the increased commissions that the men might make to 
make 13, 14, or 15 percent on their sales would have raised that 57.52 
to 60.92 percent of our sales dollar in the week ending May 1. 

Mr. Chairman, that concludes that which I would like to say. 


(The prepared statement of the American Institute of laundering 
follows :) 


STATEMENT OF THE AMERICAN INSTITUTE OF LAUNDERING 


Section I 


The American Institute of Laundering is the national trade association for 
the power-laundry industry which according to the latest Bureau of the Census 
Selected Services Bulletin S-1—1 covering the 1954 Census of Business showed 
9,612 such establishments with payroll in the United States in 1954. The mem- 
bers of the institute represent approximately 85 percent of the dollar volume 
of all power-laundry sales in this country. 

We are unequivocally opposed to the proposals to extend the coverage of the 
Fair Labor Standards Act and to change the historic exemption for our industry 
as set forth in bills S. 1046 and S. 1967 and all similar proposals presently 
before this committee. We respectfully and earnestly urge this committee and 
the Congress of the United States to make no changes in the present exemption, 
its scope or intent, in section 13(a)(38) of the Fair Labor Standards Act of 
1938, as amended. In support of this position we respectfully request the com- 
mittee’s careful and thoughtful consideration of the following facts. 

In appraising the Fair Labor Standards Act in its application to laundries, 


it is vital that the committee understand the nature of the power-laundry 
industry. 


LAUNDRIES DIFFER FROM USUAL CONCEPT OF INDUSTRY IN COMMERCE 


The two basic differences of the laundry industry as compared with the general 
conception of industry in commerce are: 
First, laundries are essentially local in character and competition between 
members of the laundry industry is confined to local trading areas. 
Second, laundries do not sell goods and do not inject goods into the stream 
of interstate commerce. Laundries sell services. Laundries perform serv- 
ices on property which already belongs to their customers. 
Third, laundries perform services which their customers may readily 
provide for themselves. 
These three basic characteristics of the laundry industry have many ramifica- 
tions of which the committee should be aware. 
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LAUNDRIES GENERALLY SMALL BUSINESS 


Being local commercial enterprises competing with each other only in local 
trading areas rather than selling goods nationwide, laundries are small business. 
Generally these establishments are either sole proprietorship, partnership, or 
family-management operations whether or not incorporated. 

To illustrate this point we respectfully direct the subcommittee’s attention to 
the following statistics from the Bureau of Census bulletins on the Census of 
Business for 1954 and 1948: 


TABLE I 





| 1954 1948 
| 


Number of power laundries with payroll. ---_...--.---.----.----.---------} 


9612 6395 
Motel revs Pls 6c. cuss sii oils. seem -.--| $913, 614, 000 $835, 964, 000 
DOR SU iii nchcicitin cums benniiianigh 






ne ee ee WL A al _--| $498, 817, 000 $469, 674, 000 
Number of employees workweek nearest Nov. 15.......--.--..---------- 227, 164 258, 233 
Average number employees per establishment__-.-....-.......---..------ 24 





Source: Selected Services Bulletin S-1-1, 1954 Census of Business; Service Trades Bulletin 2-S-8, 1948 
Census of Business. 


We call the committee’s attention to certain conclusions to be drawn from the 
above statistical data : 

1. Total industry receipts increased about 9 percent from 1948 to 1954 
but prices increased at least 30 percent in the same period, indicating a sub- 
stantial loss in actual volume of laundry work in pounds. 

2. While receipts were increasing only 9 percent and prices 30 percent, the 
average annual wages of the workers have increased by 53 percent. 

Recapitulation : 

(a) Average size of laundry plants is growing smaller ; 

(o) Average number of employees per plant is substantially reduced ; 

(c) Average annual income of workers has increased 53 percent ; 

(d) Industry gross receipts have increased only 9 percent ; 

(e) Industry volume in pounds has decreased ; 

(f) In the 6-year period from 1948 to 1954 workers in laundry plants suf- 
fered a loss of 30,000 jobs—a decrease of 11.6 percent. 

It is unfortunate that these hearings come at a time when the latest official 
census figures are almost 5 years old. However, the trends demonstrated in the 
above figures have continued and by the use of other Government figures we can 
clearly see the trends. For example, from the Current Population Reports of 
the Bureau of the Census in its Population Estimates, Series P-25, No. 200, dated 
May 12, 1959, we find that total population in the United States has gone up over 
22 percent in the period from 1947 to 1959. In the same period, taking the U.S. 
Department of Labor, Bureau of Labor Statistics Reports on Employment, Hours, 
and Earnings, we find that the number of employees in the laundry industry has 
gone down by 15 percent. Similarly the above Labor Department reports show 
that while the total civilian labor force was increasing 16 percent in the period 
1947 to 1959, the number of employees working in laundries decreased 15 percent 
in the same period. Whatever the causes, the stark reality remains that fewer 
and fewer jobs are available for laundry workers each year. This is not just a 
guess, an unrealized future possibility, or a pet theory, it is demonstrable fact. 

There is further reliable documentation of this trend in the laundry industry 
from the sworn testimony of witnesses in the recent hearings of the Laundry 
and Dry Cleaning Minimum Wage Board of the Department of Labor and 
Industry, Commonwealth of Pennsylvania. On September 8, 1958, page 4 of 
said hearing, Mr. C. W. Davis, secretary of the Philadelphia Laundryowners 
Association testified as to the Philadelphia area in part as follows: 

“Back in 1941 we had 89 laundries and they employed 5,500 employees. Fifty- 
seven of those laundries that employed 2,825 employees have closed since then, 
That leaves only 32 laundries left and they employ only 2,675 of the original 
5,500 employees.” 

Mr. Davis further testified that in Philadelphia the laundry workers had 
been union organized for 21 years. 

Mr. Paul E. Davis, president of the North Side Laundry in the Pittsburgh 
area testified at the same hearings and we quote him from page 51—“there 
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have been 14 laundry or drycleaning plants go out of business in the past 8 years, 
which was a loss of 551 employees * * *.” 

We could expand our documentation of this trend by supplying lists of names 
of power laundries which have gone out of business in various. cities through- 
out: the country and have done so in past years as our witnésses have appeared 
before congressional committees considering Wage-Hour Act amendments. This 
trend is a matter of some concern to the Defense Department which historically 
has relied on the central power laundries for laundry services for military 
personnel in times of mobilization. The striking corollary is that no new large 
central laundry plants are being built to replace those going out of business. 
The new laundry plants of today are the small neighborhood or shopping 
center quick service laundries and even unattended coin-operated laundries. 


LAUNDRIES COMPETE ONLY LOCALLY 


In the findings and declaration and policy of the Fair Labor Standards Act, 
one of the five major purposes is to alleviate “unfair methods of competition 
in commerce.” But laundries rarely compete in commerce; laundries compete 
only locally. 

Laundries in Boston, Mass., do not compete with laundries in Atlanta, Ga. 
As a matter of fact, laundries in the New England city of Boston do not even 
compete with laundries in the New England city of Hartford, Conn. Even 
more narrowly, laundries in Detroit, Mich., do not compete with laundries in 
Kalamazoo, Mich. Similar comparisons can be pointed out for any State from 
which the committee members are elected or for any State in the Union. 


PRINCIPAL COMPETITION OF LAUNDRY IS ITS OWN CUSTOMERS 


The principal competition of the laundries is the housewife—the laundries’ 
best customer is their principal competition. Laundry service is one of the 
very few industry services which can readily be provided by the industry's 
customers to themselves. Again let us emphasize, laundries do not sell goods 
or food or rent rooms or provide professional, banking, or other business or 
technical services; laundries sell services which can be readily provided by their 
own customers. 

In this connection, three of the five purposes of the original act have to do 
with “the free flow of goods in commerce,” but laundries do not sell goods in 
commerce as explained above. 


LAUNDRIES HAVE HIGH PERCENTAGE OF LABOR COSTS 


This brings us to a significant difference between laundry establishments and 
most other commercial enterprises. The principal item of cost in supplying 
laundry service is wages and salaries. The American Institute of Laundering 
periodically conducts cost surveys among its members to determine average 
operating cost percentages in relation to the sales dollar. This is made possible 
because of the adoption by a substantial proportion of the industry of the 
uniform classification accounts recommended by the National Accounting Council 
for the Textile Maintenance Industries. Average operating-cost percentages 
published by the institute show that the average percentage of payroll and re- 
lated costs in the laundry industry were: 


Percent 

of the 
sales dollar 
MYT os caiman dice eah ie See thieeeeees lt eae seed ss ee 66. 37 
BO TN i Sn mica cc piel jana band aie ott ne sd 62. 02 
Set BOB his os Scietdcc ee thuadwebaclizeush ehatlacsiacuk was he 63. 81 


As a matter of information from this same report the average operating profit 
before Federal income taxes was: 


Percent 
of the 
sales dollar 
I en aoa othe tne es le ee eee 3. 41 
IR a a ae ee 3. 73 
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EFFECTS OF STATUTORY INCREASES IN WAGES 


Side by side with the above fundamental characteristics of the laundry in- 
dustry are a few other facts of life which our industry has learned inexorably 
follow increases in wages by statutory decree, whether by increasing the mini- 
mum wage or by bringing previously exempt workers under coverage of such 
minimums— 

First, any increase in the Federal minimum-wage rates, whether applic- 
able to our industry or not, tends to encourage laundry workers to seek 
wage increases whether unionized or not. 

Second, any increase authorized by Congress sets the pattern of any 
new wage demands, for example, an increase from 75 cents to $1 an hour 
is 25 cents an hour. This means that all workers whether below 75 cents 
or above, at $1, $1.25, or $1.50 an hour have been encouraged to seek an 
increase of at least 25 cents an hour. 

Third, any increase in the rate of the lowest paid worker within a plant 
requires a corresponding rate increase all the way up the ladder of wage 
levels in order to preserve historic wage differentials and corresponding 
adjustments in salaried workers’ pay. 

Fourth, an increase in the Federal minimum wage in other industries in 
any local labor market tends to raise the market level of wages in that local 
area for all plants even though they may be exempt from Federal laws. 

Fifth, if a substantial number of laundry plants in any area are required 
by law to pay the Federal statutory minimum rate, this establishes the 
pattern of minimum rates for all plants in that loeal trading area for all 
practical purposes. This is particularly true where laundry plants in a 
given local trading area are unionized and bargain collectively as a unit. 

In support of the third fundamental mentioned above, we refer again to the 
testimony before the Pennsylvania Minimum Wage Board on September 8, 1958, 
on page 7 by C. W. Davis: “increases in minimum wages call for increases in 
the higher paid workers just as certainly as night follows day. In 21 years in 
Philadelphia there has not been a single one of the industrywide increases 
granted that did not give increases to all. In every case, but one, the increase 
was the same for all employees * * *.” 

Further on this point, Mr. William Batt, secretary of labor, State of Pennsyl- 
vania, in this committee’ hearings on May 26, 1959, answered Senator Me- 
Namara’s question as to whether increasing minimum wages trigger a wage 
increase all the way up the line, in this way— 

“T think this is true, sir. We find that—we had the same complaints, and I 
think to some extent there is an effect that ‘when you give the fellow at the 
bottom of the lowest paid occupation in the store, when you give him a nickel or 
a dime raise, you give everybody the same thing all the way up to the top.’ ” 


LAUNDRY COST INCREASES MUST BE PASSED ON TO THE CUSTOMERS 


The laundry industry is not one that lends itself to increased automation. 
Consequently, increased labor costs cannot be generally absorbed by the laundry 
industry and must be largely passed on to the customer, the housewife, who 
simply will not continue to send her soiled clothes to commercial laundries 
when prices are increased. It is a historic fact that increases in prices have 
meant reduced poundage volume in the laundry industry. A rule of thumb 
generally used in the industry is that for every 5 cents per hour more in wages, 
prices must be increased by 3 cents. Whenever such cost increases cannot be 
absorbed by the laundry plants, it means that prices to the customer must be 
faised. If the customers won’t pay the increased prices, volume drops and 
workers lose their jobs. 

Again referring to the sworn testimony before the Pennsylvania Minimum 
Wage Board hearings on September 8, 1958, page 51, Mr. Paul Davis, previously 
referred to, in discussing the loss of volume due to price increases, testified that 
the Allegheny association “during the years 1947 through 1954 compiled a joint 
poundage record on the tonnage that was being done in the plants that be 
longed to the association. During that 8-year period the total poundage pro- 
duced by these members of the association had dropped 47.6 percent.” The 
“Comparative Report on Poundage and Shirts of Laundries Comprising the 
Allegheny County Laundrymens Exchange” for the years 1947-54, inclusive, 
is reproduced herewith from page 117 of the Pennsylvania hearings. 








994 TO AMEND THE FAIR LABOR STANDARDS ACT 


INDUSTRY'S EXHIBIT No. 1 


Comparative report on poundage and shirts of laundries comprising the Allegheny 
County Laundrymen’s Exchange for the years 1947 to 1954, inclusive 


| 
| Poundage | Shirts | Poundage Shirts 
| | 
—_— et 
ae idole cteaichd cease 23, 882, 600 | G364, 200 1) 2088... 2s. sss rgsvseues 12, 524, 300 5, 078, 100 
Nt nietxinttibwkarccmarunaen 21,918,400 | 6, 466, 400 | Percentage of decrease in 
chi ebenantecsphe nants | 19,660,400} 5,928,500 || 8 years. .............--- 47.6 18.7 
Spare a ein taeen ae | 18, 100, 800 5, 761, 500 | 1st 8 months of 1954_-.._-- 8, 340, 500°} 3,435, 000 
SE Mivdickakdacnongstils 17, 981, 600 5, 605, 700 || 1st 8 months of 1955-...._- 7, 348, 000 3, 231, 600 
Bis aick> cadermencanaeth 16, 535, 700 5, 388, 700 | Percentage of decrease Ist 
iter anicais ecccintols eicmaieaacks 15, 534, 100 5, 172, 200 8 months of 1955__...__. 12 6 





In 7 years, seven family laundries have gone out of business. They are: United 
Laundries, Inc. (1955), Brighton Laundry (1953), Sunshine Laundry, Santi- 
Wash Laundry, Perfect Laundry, Penn State Laundry, Fort Duquesne Laundry, 
Pittsburgh Laundry. 

The number of jobs have also dropped : 





Tobni Soin +-Beptomiar ROG is nia isi i es eed aie aekcce 1, 254 
Total: jobe—Beptember 2OG6 i.e j te dele ces teckel acd 674 
Shrinkage of jobs: (46.pereent) sa des cedci cctdesce ewe 580 


HIGHER LABOR COSTS REDUCE EMPLOYMENT 


Certainly this committee recognizes the essence of minimum wage legislation 
is that it prevents covered employers from doing business and creating jobs un- 
less they can pay a wage rate set by legislative decree. It prevents workers 
from accepting the jobs unless they can find an employer willing and able to pay 
that rate. It means an increase in disemployment whenever workers in any 
eovered activity cannot produce enough income to warrant the payment of the 
statutory minimum rate. This was emphatically pointed out by President Ei- 
senhower in his Economic Report to the Congress on January 28, 1954, when he 
said: 

“A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up 
the whole scaffolding of wages and of costs of doing business thus leading either 
to inflation of prices and the worker’s own living costs, or to elimination of the 
less efficient employees and workers. Yet the ability of the employer to absorb 
a high minimum wage is limited. Indeed, the low-pay industries of today are 
often those earning modest profits, having limited opportunities to increase 
productivity, and containing firms easily squeezed out of business by rising costs.” 


TRENDS IN THE POWER-LAUNDRY INDUSTRY 


As the weekly servant of Mrs. Housewife, the laundry naturally follows the 
urban family’s movement to the suburbs and the neighborhood shopping center 
or neighborhood business centers. A laundry and dry-cleaning establishment 
in such centers is virtually a must, according to development experts and planners. 
A few years ago we saw a tremendous exploitation of home-type washing-ma 
chine self-service stores, commonly called launderettes. The Bureau of Census 
bulletins referred to above showed 8,523 such self-service laundries in 1948 and 
only 3,699 in 1954. Mrs. Housewife didn’t like that kind of service and the 
long hours and low percentage of capacity operation were unattractive to the 
sole proprietors who went into that business. Mrs. Housewife wanted to leave 
her laundry bundle in the morning, have it done by laundry employees, and ready 
for her to pick up in the afternoon. So we had the conversion of launderettes, 
cash-and-carry pickup and delivery stores to small neighborhood quick-service 
laundries or semiactivated neighborhood stores. In the past 10 years no new 
large central laundries have been built while many have gone out of business 
due to high labor costs and other reasons. Instead laundry operators are con- 
structing these small neighborhood quick-service plants all through the new 
suburban developments of metropolitan areas. This fact is amply proved by the 
statistics in table I on page 2. There has been an increase of over 50 percent 
in the number of power laundries from 1948 to 1954 while the large central plants 
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have been going out of business and no new large plants have been built. Total 
industry annual receipts were up by over $77 million, but the average per plant 
dropped from $130,722 in 1948 to $95,049 in 1954. 

But of more serious concern to us in the laundry industry and, we are sure, 
most certainly to you gentlemen of the Congress of the United States, is the 
substantial loss of jobs and job opportunities for workers in the power-laundry 
industry—a loss of 30,000 jobs in the period 1948 through 1954 according to 
the Bureau of the Census. And according to the Department of Labor another 
25,000 jobs were lost to workers in the laundry industry from 1954 to 1959. 

How can you justify further statutory cost increases to an industry like the 
laundry industry, especially in the face of the findings and declaration of 
policy of the Fair Labor Standards Act of 1938 as amended which closes with 
these words—‘“without substantially curtailing employment or earning power’’? 

In any event, we come to the inescapable conclusion that the larger plants 
are gradually going out of business with the consequent loss of jobs to the 
laundry workers. The new facilities to handle the requirements are a greater 
number of small plants with very few employees and the home washers and 
dryers now a regular installation in most newly built homes. In this connec- 
tion, the home washer-dryer industry produced 48,063,410 home washing 
machines and 8,797,000 home clothes dryers in the years 1947 through 1958. As 
of January 1, 1959, this year, there were 44,900,000 washing machines and 
7,725,000 home clothes dryers in use in the 49,390,000 domestic and farm elec- 
trically wired houses out of the total of 51,100,000 homes. This reveals a sat- 
uration of 90.9 percent of the electrically wired homes having home washing 
machines. (Source: Electrical Merchandising Annual Statistical Issues of 
January 1953-59. ) 

New England has had many difficulties to overcome due to the trend of 
business to seek lower wage-level areas. But in our own case the laundry 
industry is not an industry that can pick up its equipment and move into a 
lower cost State and still supply the needs of the New England territory. It 
must remain in its local trading area and if statutes force an uneconomic situa- 
ation in the industry, they have no alternative but to close up and put their 
employees out of work. The present trend in the power-laundry industry for 
the closing of our larger establishments is serious enough without any effort 
on the part of the Congress to augment this trend. 

While there are many reasons why businesses discontinue or are absorbed, 
quite generally they are economic reasons and increased costs are the greatest 
factor. Conditions vary too greatly throughout the country in an industry such 
as ours to make any sort of national minimum-wage statute economically sound 
or equitable either to employer or workers. This is a matter that should be 
left to the States to decide. 

In this connection, we respectifully call to the committee's attention exhibit 
No. 1 attached hereto (see p. 1002) being a letter from the chairman of the Indus- 
trial Commission of Utah to their Senator Frank E. Moss, opposing Federal en- 
croachment into State affairs with respect to present minimum-wage proposals. 


WAGE LEVELS IN THE LAUNDRY INDUSTRY 


The laundry industry is admittedly a low-wage-level industry but as such it 
Supplies a necessary, healthful service to its community and provides employ- 
ment in the aggregate for more than 200,000 workers who otherwise might have 
little opportunity of gainful employment. Many of our workers are women 
whose -husbands or grown children also work. They are supplementary-income 
workers—not the sole or even the major support of the family unit. Mr. C. W. 
Davis, in the Pennsylvania Minimum Wage Board hearings on September 8, 
1958, page 7, testified: “A check of 8,000 employees in our industry reveals the 
fact that over one-half of them are not solely self-supporting. Their earnings 
supplement other family income. Many are married women whose husbands 
are wage earners. Others are minors living at home.” On September 9, 1958, 
during hearings before the same board, Mr. Allan Keiper, president of Keiper’s, 
Inc., a laundry and drycleaning plant in Stroudsburg, Pa., testified (p. 6-8) 
that during their peak season, Memorial Day to Labor Day, they employ 160 
to 165 persons, 125 of which are females and minors, mostly high school and 
college students and mothers of children who are getting out of school for the 
summer vacation. Out of the 165 employees only 1 female was living alone 
and eating three meals each day in a restaurant. 
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Many of these marginal or supplementary-income workers, untrained and 
with little manual dexterity, might very well be unable to find any other 
employment in industrial concerns. 

However, to the extent that a laundry can operate in a local community on 
a very small margin of profit with low wage levels, it will be able to provide 
much needed employment to serve Mrs. Housewife with a valuable, healthful, 
and necessary service about which she is extremely conscious. But the laundry 
operator is not the dictator over his wage policies. They are determined to a 
large extent by the labor-market level in each community. And those levels 
vary according to the section of the country and according to the size of the 
community. Wide variations exists even within the boundaries of a single 
State and many State minimum wage board orders set different minimums 
for different sized towns and cities. 

We have made considerable reference to the hearings last fall of the Pennsyl- 
vania Minimum Wage Board for the Laundry and Dry Cleaning Industry. 
We chose these hearings as the most recent documentation of reliable facets 
about the laundry and drycleaning industry in a northern highly industrialized 
State where laundry workers to a substantial degree have enjoyed the benefits 
of union organization and representation—where laundry workers’ union leaders 
have exhibited a high degree of statesmanship in dealing with the economic 
realities of the industry in which their members are employed. As a result 
of extensive hearings and wage-board deliberations, Mr. William L. Batt, Jr., 
secretary of labor and industry for the Commonwealth of Pennsylvania, ap- 
proved and published “Minimum Wage Order No. 2—Laundry and Dry Cleaning 
Occupations,” as follows: 


MINIMUM WAGE RATES FOR LAUNDRY AND DRYCLEANING OCCUPATIONS 


Every employer shall pay to each employee for the time worked not less than 
the following straight-time hourly rates: 


Feb. 15, 1959. to| Aug. 15, 19°9, 
Aug. 14, 1959 | and thereafter 








ST CUI aiid set <4 dissin scsi eae atlaeecapndiaaadd $0. 75 $0. 80 
PI secs 5 cai ba we ratesisnida aataien sp tenloeenstueaaakieaee ae ane aie a ae . 70 75 


These rates were recommended by a 7-to-2 vote of the nine minimum-wage- 
board members consisting of three public members, the three industry members, 
and three employee representatives from three different laundry workers’ unions. 

This action dramatically emphasizes the inequity and hazard for the Congress 
of the United States attempting to establish a national minimum-wage rate in 
strictly local service businesses and the absolutely vital necessity for retaining 
intact the present exemption for laundry and drycleaning establishments in 
section 13(a) (3) of the Fair Labor Standards Act of 1938 as amended. 

No one questions the fact that organized labor has been able to protect its 
members and get every last penny in wages that the current economics of 
each industry can stand. We know that this is true in the laundry industry 
where union organization has been an accomplished fact for years. The head 
of each union local knows the facts of life of the laundry industry in his com- 
munity. With this in mind we direct the committee’s attention to table IT below 
which shows average hourly earnings, not the minimum rates, of one job classifi- 
cation of workers in power laundries for the period May to June 1955. In the 
first 10 cities more than 80 percent of the workers were organized; in the last 3, 
from 60 to 75 percent were organized. But in all those cities laundry workers 
have been represented by international unions for years and in all those cities the 
average hourly earnings, not the minimum hourly rates, were well under $1 
per hour. We submit, Mr. Chairman, that this exhibit only goes to prove the 
extremely wide range of wage levels from community to community and the 
complete impracticality of attempting to bring the laundry industry under the 
Federal minimum-wage law. This is a matter for the States to consider where 
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TABLE II.—Average hourly earnings of flatwork finishers in power laundries 
in selected areas May—June 1955, where more than 80 percent of the workers 
are covered by labor-management agreements 


Average 
straight-time 

hourly 

Area earnings 
WN aii eae si ails a ae ee ae $0. 49 
NR aro casters ste Ne ood ecg tn ntcria aatiaa plains bao cea etc ee ee - 92 
NN 2s chien acai ches ia cca a kin Saad ode tcicdaeend Respeganiale moe be waatekamaanitia .91 
DON iittala tee enbeate apace qinnaoaid eeadaiat onus een aoesiaemn a . 90 
MN chara cdc sence cecal aia acaig ew ay agar oars teeta a ene aan eae 0 
SOIREE I cies pitta Soa reiekoallcig le egg a agama meee aed . 87 
TOOUE NER. CONN ak nist nk acceneiarro tiaras moieeeescaacramacens nee ien . 92 
re oii a cm tiara peemenpenenapenateatesenantnap eaiebaee acteeimee et ae 
TEE ois acces ap ck nacrlg ocean eroded eons eden a peedeahde a cig eee . 79 
i CS eS a ate .81 

Where 60 to 75 percent of workers are unionized : 

FR ath od tans cc anaepnciiexaecal oreniempedi tae eben tana cate aah beste eeeoeacaradaie atuaisenac nail . 81 
IRIE withica optic casos Seegisaieteed acca peace eninge Seagciaet cake ecient tnaeatcemn nae . 83 
ESO Fase ari td stn nd ns ental gene . 99 


Source: U.S. Department of Labor, Bureau of Labor Statistics, summary release “Earn- 
ings in Power Laundry and Dry Cleaning Industries—May—July 1955.” 

Table II covers a low-level job classification and we have many job classifica- 
tions where the averages are well over $1. Our male employees’ average earn- 
ings compare very favorably with those of semiskilled workers in other indus- 
tries. Our current average hourly earnings are in the neighborhood of $1.15 
an hour and the averages for the last 10 years as shown in table III are up 
33.6 percent in that 10-year period. 


TasLe I1I.—Hours and gross earnings of production workers or nonsupervisory 
employees in laundries 


























| | 
Jan. | Jan. 1957 1956 | 1955 1954 1953 1952 1951 1950 
1959 ‘ 1958 
RS eS | _ens ———— — —-—— — | — 
| | i 
Average weekly ax | | 
DUD. --.-<cecyss 39.3} 39.0 | 39.7 40.3 | 40. 1 40.5} 411] 411 41.2 
Average hourly | 
earnings. _._...__- $1.15 | $1.12 | $1.09 | $1.05 | $1. 01 $1. 00 | $0.98 | $0.94 | $0.92] $0. 881 
Source: U.S. Department of Labor, Bureau of Labor Statistics, ‘Employment and Earnings,” vol. 3, 


a 3, Se ptember 1956; and annual supplement issue, vol. 2, No. 12, eae 1956; also April 1959 issue, vol. 5, 
0. 10. 


From the above it is evident that the average hourly earnings and average 
weekly hours indicate that the laundry industry is progressing along with other 
segments of American industry in the field of labor standards. 

Mr. Stanley Ruttenberg, of the AFL-CIO presented this committee with an 
imposing array of statistics, among which in appendix G was a tabulation of 
the increase in average hourly earnings in various industries—January 1950- 
January-March 1959, showing the following: 


Av erage manne earnings 








Industry January wan January 1959 Increase Percent of 
| increase 
= —_— —_— - — —_ eeu | eee ait ee t - — — —enl —— 
Textiles 234 $1. 20 $1.56 | $0. 36 30. 0 
Apparel. eds 1.19 1. 53 | . 34 28.5 
Laundry. ‘een tea 85 1.15 - 30 | 35.3 
Dry cleaning. Sinead . 99 | 1.35 | . 36 36,3 





We think it is most significant that our industry which is only the servicing 
and maintenance industry for apparel and textiles has been able to show a greater 
percentage of increase in average hourly earnings than the basic manufacturing 
industries producing the goods which we service and maintain. 
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SecTION II 


LAUNDRY AND CLEANING EXEMPTION IN THE FAIR LABOR STANDARDS ACT 


Since the 1949 Amendments to the Fair Labor Standards Act there has been 
a specific exemption in the act applying to employees of laundries and dryclean- 
ing plants, to wit: 

Sec. 9. Section 13(a) (3) : “any employee employed by an establishment engaged 
in laundering, cleaning or repairing clothing or fabrics, more than 50 per centum 
of which establishment’s annual dollar volume of sales of such services is made 
within the State in which the establishment is located: Provided, That 75 per 
ecentum of such establishment’s annual dollar volume of sales of such services 
is made to customers who are not engaged in a mining, manufacturing, trans- 
portation, or communications business ;”. 

This exemption has provided no impediment to labor-management-relations ne- 
gotiations nor has it affected our group local trading area bargaining procedures 
exempted every plant nor was that the intention at the time it was enacted. Those 
plants which are essentially engaged in interstate commerce are not exempt nor 
are those plants exempt which to a large degree serve the obvious instrumentali- 
ties of interstate commerce such as transportation companies and large manu- 
facturing Concerns. 

This exemption has provided no impediment to labor-managementrelations nego- 
tiations nor has it affected our group local trading area bargaining procedures 
which have worked so well for years. Moreover, the exemption language has in 
no way obstructed the rights of workers to organize. 

Only in those very few and peculiar-situations where State lines run directly 
through a major metropolitan area has the exemption been awkward for local 
plant operators. 

In fact, the existing language of section 13(a) (3) achieves for the laundry in- 
dustry a good balance between the two principal objectives of the act. It encour- 
ages higher labor standards by requiring the payment of the Federal minimum 
in those truly interstate laundries which can best recover their higher costs from 
their customers. It exempts, on the other hand, the local operation where appli- 
cation of the act would inevitably cause unemployment because of the difficulty 
of recovering cost increases from the customer. 

Obviously, however, the very existence of the Federal minimum tends to 
raise the wage level of the exempt laundry employer who must compete for his 
employees in the same labor market as does the nonexempt employer. Thus, 
the gap between wage levels for exempt and nonexempt employment is gradually 
reduced but without the serious economic dislocations which would follow upon 
elimination of the exemption for our industry. 


PENDING PROPOSALS TO ALTER THE STATUS OF THE POWER-LAUNDRY INDUSTRY 
WITH RESPECT TO THE FLSA 


Despite the various practical and economic reasons which underlie the present 
exemption from the FLSA for the laundry industry it is proposed in S. 1046, 
and to a lesser extent in S. 1967, drastically to curtail that exemption. In the 
case of S. 1046 this would be accomplished by a revision of the act’s definition 
of “produced,” by the repeal of section 13(a) (3), and by the addition of several, 
intricate and interrelated definitions to the act’s present section 3. For a clear 
understanding of what is actually proposed in S. 1046 with respect to coverage 
for the laundry and similar retail and service industries a careful analysis of 
these proposed revisions of the act is required. 

As the committee is aware, section 3(j) of the act now defines the term “pro- 
duced” to include “any closely related process or occupation directly essential 
to the production” of goods. The terms “closely related” and “directly essential” 
were adopted as part of the 1949 amendments to the act. They superseded the 
term “process or occupation necessary to the production” of goods which had been 
in the act since its enactment in 1938. 

The substitution of “closely related” and “directly essential” for “necessary” 
reflected the considered judgment of the Congress that successive Wage and 
Hour Administrators had distorted the term “necessary” to cover activities Con- 
gress had never intended to reach. Nonetheless, 8S. 1046 now proposes to re 
enact the term “necessary” and to return to the definition of section 3(j) as it 
read prior to 1949. 
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Such a reenactment would, of course, appear to constitute an endorsement by 
the Congress of the construction given to the term “necessary to the production” 
of goods by the Wage and Hour Division prior to 1949. For the laundry indus- 
try such a revision to pre-1949 status would be wholly unsatisfactory. 

We do not wish to burden the committee with the history of the confusion and 
conflict concerning the application of the FLSA to our industry prior to 1949. 
Suffice it to say that, after a period of years during which laundries were con- 
sidered by the Division to be exempt, the Administrator issued in the Federal 
Register of December 5, 1946, a statement of a new enforcement policy which 
limited exempt laundry services to “services for private individuals for per- 
sonal or family use.” The industry was advised that any laundry which derived 
more than 25 percent of its gross receipts from nonexempt services, as thus 
delineated, would lose its exemption. Nonexempt services would, of course, in- 
clude all services except those for “private individuals for personal or family 
use” and, thus, would encompass services rendered to dentists or doctors, res- 
taurants, churches, private schools, barbershops, and the like. 

The effect of this new enforcement policy upon the industry was, not only 
to deprive a great number of laundries of the exemption, but. to do so upon an 
arbitrary and discriminatory basis. This resulted from the fact that two 
competing laundries of substantially the same size could receive different treat- 
ment under the policy depending upon the extent of their nonexempt sales. 

In the light of the difficulties experienced by our industry under the former 
definition of “produced” we vigorously oppose the reversion to the original 
section 3(j) of the act. 

In addition to the redefinition of the term “produced,” S. 1046 would adopt 
a new test of coverage for the laundry industry. That test is incorporated in 
the proposed subsection (t)(3) to section 3 of the act. That subsection would 
provide as follows: 

“(t) ‘Employer engaged in an activity affecting commerce’ means an employer 
in any of the following categories who is engaged in any activity affecting 
commerce : 

a + * © & © e 


“(3) any enterprise where such employer has one or more establishments 
engaged in laundering, cleaning, or repairing clothes or fabrics if the annual 
gross volume of sales of such enterprise is not less than $250,000 or if the 
sales of such enterprises to customers who are engaged in a mining, manufac- 
turing, transportation, commercial, or communications business amount to at 
least 15 per centum of the gross volume of sales of such enterprise.” 

Thus, a laundry owner would be subject to the act under this provision, if— 

(1) he is engaged in an “activity affecting commerce” ; 

(2) in an enterprise; 

(3) which includes a laundry establishment ; 

(4) and the annual gross sales of the enterprise are $250,000 or more; or 

(5) if the sales of the enterprise to mining, manufacturing, transporta- 
tion, comnréfcia#l, or communications businesses constitute at least 15 
percent of the gross sales of the enterprise. 

The critical terms “activity affecting commerce” and “enterprise” are, them- 
selves, defined in other proposed new subsections to section 3. 

Proposed subsection (r) would define “enterprise” to mean: 

“* * * the related activities performed (either directly or indirectly through 
unified operation or common control or otherwise) by any person for a common 
business purpose of providing goods or services, or the products thereof, or a 
combination of them, to others, and includes all such activities whether per- 
formed in one or more establishments or by one or more corporate or other organi- 
zational units.” 

“Activity affecting commerce” is defined by proposed subsection (s) to mean: 

“* * * any activity in commerce, necessary to commerce, or competing with 
any activity in commere, or where the payment of wages at rates below those 
presribed by the Act, or the employment of child labor prohibited by this Act, 
burdens or obstructs or tends to burden or obstruct commerce or the free flow 
of commerce.” 

_ Each of these new terms, as defined, is open to the same serious objection. 
None is sufficiently clear and specific to enable a particular small employer to 
know how it will be applied to his business. The need for clarity in the FLSA— 
particularly in its coverage provisions—was well described by Secretary of Labor 
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Mitchell when, on May 9, 1955, he wrote Senator Hill respecting certain then 
pending proposed amendments to the act, as follows: 

“It has been stated in testimony before the subcommittee that the concept of 
coverage proposed in S. 662 and 8S. 770 for the Fair Labor Standards Act is similar 
to that adopted in the Labor M: inagement Relations Act. However, it is im- 
portant to keep in mind that the resolution of coverage questions under the statu- 
tory definitions presents entirely different problems under the two acts. Under 
the National Labor Relations Act, as amended by the Labor Management Rela- 
tions Act, these statutory definitions govern the proceedings authorized by the 
act, which are brought before a Board having quasi-judicial authority to make 
individual determinations and an announced policy defining areas over which it 
will not assert jurisdiction. That act, as the Supreme Court pointed out in 
National Labor Relations Board v. Jones & Laughlin Steel Corp. (301 U.S. 1), 
establishes standards with which the Board must conform including in unfair 
labor practice proceedings the issuance of a complaint, notice and hearing, the 
receipt of evidence, and the making of findings. The Fair Labor Standards Act 
is, in general, self-executing and provides no such procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obligations 
with respect to the payment of wages and observance of child-labor standards by 
the employers who come within its terms. It does not depend for its operation 
on the findings of a board or administrative official and, although administrative 
interpretations carry weight, the final determination of questions of its applica- 
tion is reserved to the courts. Employers subject to the act must carry out their 
obligations each payday when they pay their employees and are expected to 
understand, without the aid of an administrative determination, which employees 
come within the act’s provisions and which do not * * *.” 

Application of the Secretary’s remarks to S. 1046 will reveal serious 
deficiencies in the bill : 

How, for example, is the laundryowner to know when his laundry will be re- 
garded as an activity related, “indirectly through unified operation or common 
control,” to some other business enterprise in which he may have an interest; 
and 

How is he to know what business enterprise will be regarded as having “a 
common business purpose of providing goods or services”? 

What business will be considered as “competing with [an] activity in com- 
merce” and when will “the payment of wages at rates below those prescribed 
by the Act * * *” be regarded as tending “to burden or obstruct commerce or 
the free flow of commerce”? 

What does the term “commercial” as applied to laundry sales include, and is 
the 15 percent of gross volume of sales intended to mean volume by dollar or by 
poundage? 

The bill as enacted would compel every small employer desirous of preserving 
his exemption to resolve each of these queStions correctly at his peril. We do 
not believe that this committee or the Congress could intend to condition exemp- 
tion upon the assumption of such legal risks. 

The language of the present section 13(a) (3) of the act is clear and is fully 
understood by the laundry industry. It deserves retention on this ground alone. 

There are additional grounds of objection to the treatment which S. 1046 
would apply to our industry. 

Proposed section 3(t)(3) would appear, on its surface, to exempt laundries 
which gross less than $250,000 annually. The appearance is misleading, how- 
ever—and for several reasons. 

First, the exemption applies to “enterprises” where one or more laundry es- 
tablishments are maintained, and the definition of the term “enterprise” in pro- 
posed section 3(r) is so broad that it could result in denial of exemption to @ 
laundryowner because of his own outside business activities or those of mem- 
bers of his family. 

Second, proposed subsection (t) to section 3 contains a catchall subparagraph 
7, which would blanket under the act— 

“Any enterprise where such employer has one or more employees engaged in 
commerce or in the production of goods for commerce, if the annual gross 
volume of sales of such enterprise is not less than $50,000.” 

Most laundries have at least one employee who regularly crosses State lines 
while working, or who uses the mails or the telephone or telegraph to order 
supplies from outside the State, or receives, or keeps records concerning, sup 
plies from outside the State. Thus, the $50,000 annual sales test of subpara- 
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graph 7 would in most instances supersede, as the effective sales-volume test 
for application of the act, the $250,000 test written into subparagraph 3 specif- 
ically for laundries. 

Third, whatever the annual sales of the “enterprise,” exemption is lost under 
proposed section 3(t)(3) if 15 percent of its services are rendered to “mining, 
manufacturing, transportation, commercial, or communications” businesses. As 
we have noted, the Administrator took the position prior to 1949 that laundry 
sales to customers such as doctors, dentists, restaurants, churches, private 
schools, and boarding houses were nonexempt because they were commercial. 
Thus, the inclusion of the word “commercial” in the proposed section 3(t) (3) 
would no doubt result in the denial of exemption to such sales. The smalltown 
laundry must service this type of customer; however, it cannot survive other- 
wise. Moreover, such sales will usually constitute more than 15 percent of the 
smalltown launderer’s “gross volume”—particularly if “gross volume” is to be 
measured in either dollars or pounds. (The act is silent as to the meaning of 
“gross volume,” thus, apparently, leaving it to the discretion of the Administrator 
to apply either a dollar or poundage criterion. ) 

Fourth, in view of the definition of “activity affecting commerce” contained 
in section 3(s), all of the bill’s general exemptions would be continually subject 
to challenge on the ground that the allegedly exempt enterprise competed with 
a nonexempt one or that payment by the “exempt” employer of wages below 
the Federal minimum tended to burden or obstruct commerce. As we have 
previously noted, these “standards” when applied to the laundry industry, are so 
yague and uncertain as to permit application of the act to any laundry, in the 
sole and unfettered discretion of the Administrator. 

In short, the laundry exemption from the act would be reduced by the bill to 
the specific exemption for the so-called “mom and pop shop” which is contained 
in the savings proviso to section 3(t); and even here, the exemption for the 
“mom and pop shop” is so narrowly drawn as to be largely self-defeating.’ 

In the light of these sweeping coverage proposals it is, to say the least, dis- 
ingenuous for those who have testified in support of the bill to maintain, as 
they have, that it would not extend the act to “genuinely small merchants or 
service companies.” Moreover, provisions such as those previously discussed 
herein cannot be justified, as has been attempted by their advocates, on the 
basis of the need for extending FLSA coverage to employees of “giant retail 
chain.” However flexible one’s definition of a “giant retail chain’ may be it 
can scarcely be stretched to include the smalltown laundry which happens to 
derive more than 15 percent of its gross revenue from the local restaurant, or 
barbershop, or doctor, or dentist. 

In short, as to laundries at least, S. 1046 will have its heaviest impact on 
the small independent employer, and not on chains of any kind. Indeed, chains 
are virtually unknown to the laundry industry which is characterized by a great 
number of locally owned neighborhood businesses. 

As we have pointed out in earlier portions of this statement these small 
businessmen are for various reasons unable to pass on cost increases to their 
customers. Attempts to do so invariably result in loss of sales and reduction in 
employment. 

We have directed our remarks primarily to S. 1046 because of our understanding 
that that bill is receiving the committee's most serious consideration. 

We are also opposed, however, to S. 1967—the administration bill—but for 
different reasons. 

That bill would preserve the present laundry-industry exemption, in part, but 
would make it inapplicable to enterprises, including laundries, employing 100 
persons or more. 

Our objections to this approach are that it is discriminatory and that, as 
applied to our industry, it rests upon a false assumption. It is discriminatory 
because, by making coverage depend on the number of employees, it would split 
our industry and place certain companies at an insurmountable competitive 
disadvantage. The laundry with 101 employees would be compelled to pay the 
Federal minimum and to comply with the act’s overtime provisions while its 
competitor of substantially the same size would be exempt.” 





1It is limited to shops in which the only employees are the owner, his parents, wife, or 
child. Thus, the employment of a brother or sister or in-law would automatically defeat 
the exemption. 

*?This argument is equally applicable to the dollar-volume tests of S. 1046 to the extent 


an - tests would actually be effective rather than the other and broader tests of 
a ; 
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Mitchell when, on May 9, 1955, he wrote Senator Hill respecting certain then 
pending proposed amendments to the act, as follows: 

“It has been stated in testimony before the subcommittee that the concept of 
coverage proposed in S. 662 and 8. 770 for the Fair Labor Standards Act is similar 
to that adopted in the Labor Management Relations Act. However, it is in- 
portant to keep in mind that the resolution of coverage questions under the statu- 
tory definitions presents entirely different problems under the two acts. Under 
the National Labor Relations Act, as amended by the Labor Management Rela- 
tions Act, these statutory definitions govern the proceedings authorized by the 
act, which are brought before a Board having quasi-judicial authority to make 
individual determinations and an announced policy defining areas over which it 
will not assert jurisdiction. That act, as the Supreme Court pointed out in 
National Labor Relations Board v. Jones & Laughlin Steel Corp. (301 U.S. 1), 
establishes standards with which the Board must conform including in unfair 
labor practice proceedings the issuance of a complaint, notice and hearing, the 
receipt of evidence, and the making of findings. The Fair Labor Standards ‘Act 
is, in general, self-executing and provides no such procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obligations 
with respect to the payment of wages and observance of child-labor standards by 
the employers who come within its terms. It does not depend for its operation 
on the findings of a board or administrative official and, although administrative 
interpretations carry weight, the final determination of questions of its applica- 
tion is reserved to the courts. Employers subject to the act must carry out their 
obligations each payday when they pay their employees and are expected to 
understand, without the aid of an administrative determination, which employees 
come within the act’s provisions and which do not * * *,” 

Application of the Secretary’s remarks to S. 1046 will reveal serious 
deficiencies in the bill: 

How, for example, is the laundryowner to know when his laundry will be re 
garded as an activity related, “indirectly through unified operation or common 
control,” to some other business enterprise in which he may have an interest; 
and 

How is he to know what business enterprise will be regarded as having “a 
common business purpose of providing goods or services”? 

What business will be considered as “competing with [an] activity in com- 
merce” and when will “the payment of wages at rates below those prescribed 
by the Act * * *” be regarded as tending “to burden or obstruct commerce or 
the free flow of commerce’? 

What does the term “commercial” as applied to laundry sales include, and is 
the 15 percent of gross volume of sales intended to mean volume by dollar or by 
poundage? 

The bill as enacted would compel every small employer desirous of preserving 
his exemption to resolve each of these questions correctly at his peril. We do 
not believe that this committee or the Congress could intend to condition exemp- 
tion upon the assumption of such legal risks. 

The language of the present section 13(a) (3) of the act is clear and is fully 
understood by the laundry industry. It deserves retention on this ground alone. 

There are additional grounds of objection to the treatment which S. 1046 
would-apply to our industry. 

Proposed section 3(t)(3) would appear, on its surface, to exempt laundries 
which gross less than $250,000 annually. The appearance is misleading, how- 
ever—and for several reasons. 

First, the exemption applies to “enterprises” where one or more laundry eés- 
tablishments are maintained, and the definition of the term “enterprise” in pro- 
posed section 3(r) is so broad that it could result in denial of exemption to a 
laundryowner because of his own outside business activities or those of mem- 
bers of his family. 

Second, proposed subsection (t) to section 3 contains a catchall subparagraph 
7, which would blanket under the act— 

“Any enterprise where such employer has one or more employees engaged in 
commerce or in the production of goods for commerce, if the annual gross 
volume of sales of such enterprise is not less than $50,000.” 

Most laundries have at least one employee who regularly crosses State lines 
while working, or who uses the mails or the telephone or telegraph to order 
supplies from outside the State, or receives, or keeps records concerning, suf 
plies from outside the State. Thus, the $50,000 annual sales test of subpara- 
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graph 7 would in most instances supersede, as the effective sales-volume test 
for application of the act, the $250,000 test written into subparagraph 38 specif- 
ically for laundries. 

Third, whatever the annual sales of the “enterprise,” exemption is lost under 
proposed section 3(t) (3) if 15 percent of its services are rendered to “mining, 
manufacturing, transportation, commercial, or communications” businesses. As 
we have noted, the Administrator took the position prior to 1949 that laundry 
sales to customers such as doctors, dentists, restaurants, churches, private 
schools, and boarding houses were nonexempt because they were commercial. 
Thus, the inclusion of the word “commercial” in the proposed section 3(t) (3) 
would no doubt result in the denial of exemption to such sales. The smalltown 
laundry must service this type of customer; however, it cannot survive other- 
wise. Moreover, such sales will usually constitute more than 15 percent of the 
smalltown launderer’s “gross volume’—particularly if “gross volume” is to be 
measured in either dollars or pounds. (The act is silent as to the meaning of 
“gross volume,” thus, apparently, leaving it to the discretion of the Administrator 
to apply either a dollar or poundage criterion. ) 

Fourth, in view of the definition of “activity affecting commerce” contained 
in section 3(s), all of the bill’s general exemptions would be continually subject 
to challenge on the ground that the allegedly exempt enterprise competed with 
a nonexempt one or that payment by the “exempt” employer of wages below 
the Federal minimum tended to burden or obstruct commerce. As we have 
previously noted, these “standards” when applied to the laundry industry, are so 
yague and uncertain as to permit application of the act to any laundry, in the 
sole and unfettered discretion of the Administrator. 

In short, the laundry exemption from the act would be reduced by the bill to 
the specific exemption for the so-called “mom and pop shop” which is contained 
in the savings proviso to section 3(t); and even here, the exemption for the 
“mom and pop shop” is so narrowly drawn as to be largely self-defeating.’ 

In the light of these sweeping coverage proposals it is, to say the least, dis- 
ingenuous for those who have testified in support of the bill to maintain, as 
they have, that it would not extend the act to “genuinely small merchants or 
service companies.” Moreover, provisions such as those previously discussed 
herein cannot be justified, as has been attempted by their advocates, on the 
basis of the need for extending’ FLSA coverage to employees of “giant retail 
chain.” However flexible one’s definition of a “giant retail chain’ may be it 
can scarcely be stretched to include the smalltown laundry which happens to 
derive more than 15 percent of its gross revenue from the local restaurant, or 
barbershop, or doctor, or dentist. 

In short, as to laundries at least, S. 1046 will have its heaviest impact on 
the small independent employer, and not on chains of any kind. Indeed, chains 
are virtually unknown to the laundry industry which is characterized by a great 
number of locally owned neighborhood businesses. 

As we have pointed out in earlier portions of this statement these small 
businessmen are for various reasons unable to pass on cost increases to their 
customers. Attempts to do so invariably result in loss of sales and reduction in 
employment. 

We have directed our remarks primarily to S. 1046 because of our understanding 
that that bill is receiving the committee’s most serious consideration. 

We are also opposed, however, to S. 1967—the administration bill—but for 
different reasons. 

That bill would preserve the present laundry-industry exemption, in part, but 
would make it inapplicable to enterprises, including laundries, employing 100 
persons or more. 

Our objections to this approach are that it is discriminatory and that, as 
applied to our industry; it rests upon a false assumption. It is discriminatory 
because, by making coverage depend on the number of employees, it would split 
our industry and place certain companies at an insurmountable competitive 
disadvantage. The laundry with 101 employees would be compelled to pay the 
Federal minimum and to comply with the act’s overtime provisions while its 
competitor of substantially the same size would be exempt.’ 





1It is limited to shops in which the only employees are the owner, his parents, wife, or 
child. Thus, the employment of a brother or sister or in-law would automatically defeat 
the exemption. 

*This argument is equally applicable to the dollar-volume tests of S. 1046 to the extent 


} = tests would actually be effective rather than the other and broader tests of 
a : 











1002 TO AMEND THE FAIR LABOR STANDARDS ACT 


It rests upon a false assumption because it is, no doubt, intended to reach 
the larger and presumably more prosperous local businessmen who might be 
expected to be best able to pay the Federal minimum. In fact, however, it is the 
laundry with the larger number of employees which has suffered most heavily 
from the gradual loss of sales by our industry. The trend, as we have pointed 
out, is toward smaller, neighborhood units. See table I at page 2 of this state- 
ment. Hence, by artificially raising their labor costs, enactment of S. 1967 will 
only serve to accelerate the elimination of the larger employing units in the 
laundry industry. Again we emphasize that such a result disregards one of 
the primary objectives of the FLSA. 


CONCLUSION 


Admittedly, the laundry industry is a low-wage industry—but it is also a low- 
profit one. The industry is a victim of the peculiar economic circumstance 
that it furnishes a service for the housewife which she can provide for her- 
self. As a consequence, there is a definite limit on what she is willing to pay 
for the service that the industry renders. When that limit is exceeded, she 
substitutes her own machine and loss of sales result for the laundry, and 
loss of employment for the industry’s workers. 

In some industries, increases in labor costs can be absorbed by mechaniza- 
tion. That is not possible for the laundry owners whom we represent. They 
are mechanized to the full extent that the laundering process permits but 
that process necessitates an irreducible minimum of human labor. In some 
industries the employer can evade increases in labor costs by removing his 
plant to a low-wage area. This, again, is impossible for laundry owners who 
are tied unalterably to the locality which they service. 

In the laundry industry if the cost of labor is forced up, the price of the 
service rendered must go up. The inescapable results will be loss of sales 
volume for the owners and unemployment for laundryworkers. No amount 
of well-intentioned humanitarianism can offset these harsh economic facts. 

We urge this committee to preserve intact the laundry exemption from 
the FLSA as contained in the present section 13(a) (3). 


ExuHrsit No. 1 


TuHE INDUSTRIAL COMMISSION OF UTAH, 
Salt Lake City, Utah, May 1, 1958. 
Senator FRANK E. Moss, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Moss: I have a copy of S. 1046, a bill to amend the Fair Labor 
Standards Act of 1938. 

The Industrial Commission of Utah and Utah Labor Relations Board has 
always opposed encroachment of the Federal Government in State affairs unless 
the States are unable to handle the problem. 

Any minimum-wage scale that is statewide and all-inclusive is not only dis- 
criminatory but also oppressive. You surely can understand the situation of 
a merchant in New Harmony, Enterprise, Myton, Duchesse, Cormish, New- 
ton, ete. 

The provision regarding laundries is asinine. Minimum wage based upon 
volume would affect only a handful of laundries and give the overwhelming 
majority a decided price advantage. This is true of other Utah industries. 

Minimum-wage laws were always deemed necessary to guarantee a decent 
standard of living. Volume has nothing to do with that concept. 

Our minimum-wage law does not fix a uniform wage. Wages vary with 
locality. In every instance, we attempt to fix a wage that will give the em- 
ployee a decent standard of living. Salt Lake City wage is always more than 
the wage in Cosham, New Harmony, etc. 

The State legislature has always rejected a minimum-wage law fixing the 
wage by volume or any other manner. The commission has full power to change 
the wage scale at any time it deems advisable. 

Our inspectors are convinced that no employee is required to subsist on 4 
starvation wage or to work under substandard conditions. 

We are now negotiating with several industries in an effort to bring the 
minimum wage up toa dollar an hour during the coming year. 
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One matter has been ignored or overlooked. In Utah, industries are em- 
ploying fewer high-school and young college students because, if they must 
pay a dollar or more, they prefer to employ adults. 

We suggest that the Federal Government stay in its own field of interstate 
commerce as defined many years ago. 

Why does the author always write a bill that the common man cannot read 
or understand? 

Sincerely, 
Orto A. WIiRsING, Chairman. 


Exutsir No. 2 


PENNSYLVANIA LAUNDRYOWNERS ASSOCIATION, 
Philadelphia, Pa., May 20, 1959. 
EXECUTIVE BoarD, AMERICAN INSTITUTE OF LAUNDERING, 
Joliet, Ill. 


GENTLEMEN: The enclosed resolution reflects the deep concern felt in Penn- 
sylvania over the proposed changes in the Federal minimum-wage laws, because 
the removal of the present exemptions will (1) increase costs; (2) affect 
straight-time hours of work irrespective of seasonal characteristics of the in- 
dustry; (3) damage the financial status ef many companies; (4) reduce job 
opportunities; and (5) nullify extensive, costly, and considered efforts during 
1958 in the Commonwealth of Pennsylvania to arrive at a minimum wage level 
of 75 cents, effective February 15, 1959, a level of 80 cents effective August 15, 
1959. 

We sincerely hope that the American Institute of Laundering will use all 
possible means toward effectuating recognition by the Federal legislators that 
minimum wages in our industry should continue to be exempted from Federal 
legislation and be left to regulation on the State level. 

Sincerely, 
CHANTRY W. Davis, Secretary. 


Whereas of the 92 Pennsylvania family laundry plants that are members of 
the Pennsylvania Laundry Owners Association, a large number are also mem- 
bers of the American Institute of Laundering; and 

Whereas an additional number of Pennsylvania family laundry plants have 
justified nonmembership in the said association on the basis of membership in 
the American Institute of Laundering ; and 

Whereas a great majority of the said family laundries, members of the Penn- 
sylvania Laundry Owners Association and/or American Institute of Launder- 
ing, are intensely interested in the status of minimum-wage legislation on the 
State and National levels ; and 

Whereas a great number of the said laundry owners cooperated substantially 
in time, information, and funds toward proper and adequate representation of 
the laundry owner's position in the recent investigation of minimum wages in 
the Commonwealth of Pennsylvania, as conducted by the secretary of labor 
of the Commonwealth of Pennsylvania ; and 

Whereas the threatened elimination of the exemption of laundry services 
from Federal minimum-wage legislation will nullify the findings and orders of 
the Secretary of labor of the Commonwealth of Pennsylvania, which became 
effective February 15, 1959; further will affect detrimentally the precarious 
financial condition of the family laundries, which will be compelled to pass in- 
creased costs on to customers, that will result in further decline of volume and 
elimination of the existing narrow margin of profit; and further, will raise the 
level of the springboard used by labor unions in their wage demands in organ- 
ized family laundry plants; and 

Whereas these proposed conditions will reduce the number of jobs and the 
hours of work available in the industry, thereby harming rather than bene 
fiting the employees: and 

Whereas the American Institute of Laundering is uniquely situated to ex- 
press the sincere concerns of the industry as aforesaid and the sound reasons 
for the continuation of the exemption of the laundry service industry from 
the provisions of Federal minimum-wage legislation: Now, therefore, be it 

Resolved, That the executive board of the Pennsylvania Laundry Owners 
Association, through its president and secretary, urge upon the executive board 


41681—59——65 








1004 TO AMEND THE FAIR LABOR STANDARDS ACT 


of the American Institute of Laundering, that there be spared no time, effort, 
or funds toward meeting the threatened elimination of the industry’s exemp- 
tion from Federal minimum-wage legislation; and further be it 

Resolved, That a certified copy of this resolution be forwarded to the executive 
board of the American Institute of Laundering. 


PENNSYLVANIA LAUNDRY OWNERS ASSOCIATION, 
By Leo Y. SHaptiro, President. 
Attest: 
CHANTRY W. Davis, Secretary. 


I, Chantry W. Davis, executive secretary of the Pennsylvania Laundry 
Owners Association, hereby certify that the foregoing resolution was unani- 
mously passed by the executive board of the Pennslyvania Laundry Owners 
Association at a special meeting held May 8, 1959, at the offices of the asso- 
ciation in Philadelphia, Pa., and is duly signed by the president and attested 
by the said secretary. 

PENNSYLVANIA LAUNDRY OWNERS ASSOCIATION, 

[3EAL] By CuHuantry W. Davis, Secretary. 
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Average hourly earnings including incentives: Laundry workers, $1.082; dry- 
cleaning department, $1.254. 

Our workers are satisfied with these rates and even save some money at these 
rates as they have voluntarily authorized us to make deductions for Federal 
savings bonds of $178 per week, which totals $8,843 savings annually. 
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Payroll, week ending Same payroll at 
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Actual May 1, 1959 $1.25 rate 

pay at aa bs bis sien aoe Gross 

regular | | pay 
rates Production- Gross Pay at reg- | Produetion- 

bonus pay pay ular rates | bonus pay 
Recomputation of payroll at | | 
$1.25 rate: 
Laundry production | 

WO sediectccinusaee | $2, 967. 50 $434.97 | $3,402. 47 $4, 084. 21 $608. 90 $4, 693. 11 
Department superintend- | | 

CNG Seevanscsconnemaeual 1G OF 1-:..-<-~ 188. 00 194. 56 | i amie 194. 56 
Laundry superintendent-- 85. 00 |------ — 85. 00 | $6. © )wscc ge 85. 00 

Total, laundry-.........- 3, 240. 50 434. 97 3, 675. 47 4, 363. 77 608. 90 4, 972. 67 
Indirect labor............. 833. 44 |------------ 833. 44 . ee 967. 34 
Dryclean, production ) 

Ws dents nteaceenne 1, 507. 27 106. 60 1, 613. 87 1, 844. 34 132. 50 1, 976. 84 
Dryclean, superintendent - TERE UG Pi wrcdonticde: 118.75 BIGt CU Iicwenksocnne 118. 75 
Storage foreman. --..--.--- TLD tccasnckuuns, 75. 00 75. © |..-.--ennoe 75. 00 

Total, dryclean.-......- | 1,701.02 106. 60 1, 807. 62 2, 038. 09 132. 50 2, 170. 59 
Routemen.._....-.-.----- tT] Sear 3,666.31} 1,666.31 |_..........- 1,666. 31 
Sales managers. -...------ SOE isa occas 336.75 WO TEL ca asccuite 336.75 
PRA <5 sha seed can at 738. 98 | 18. 39 757. 37 | 864.7 18. 39 883. 13 
Office and services.......- 641.75 j-..-... iss hglcabe | 641.75 GO DB iat okt chine 649. 25 

Total, payroll.........-- 9,158.75 | 559.96 | “9,718.71 | 10,886.25| 759.79 | 11,646.04 

Increase due to $1.25 rate. ....|..........-- sania dcicaablasi | eno aebiienel | 1, 727. 50 199. 83 1, 927. 33 
NotTe.—Employment is as follows: 

Women: 

CI asi tise haysctephisitcn ties tne chenddeiet aie wtih sa tpslintestie silts adap aeatatebasiitnts stiheachcain ctaataia 86 
TPL: xcs. nhashicedbinbiimmamabimn aaa tbe IE OIA LE DTS a iain ciesaehinteon 55 

Men: 

CNRS. cc6s sh ctkgansebadeadadaubibenisees pbwasdebnesbauskss abel wee, 17 
WE cit ddhthaddudodsndiincahamtecieusiGeudachuuaah les aaknaiabititiinka tuaranasei ln 39 

ns ntitegh $i thapnaehichwpetelcdaaapingiomnttelieddaahe aap eiibatdiea nat astepesin tenes pin tiple aan 197 
TR GNI ibn bediacccasaauensases th Sui onan diced ccs tach ta coe eg nia el onal alaaera eae 3 
Te GIR oo gs heeisacccnadccden ainildanevadsdbtatineaiagananaaanada 194 


Payroll as a percentage of sales for 52 weeks prior to May 1, 1959, was 62.27 percent; at $1.25 per hour 
minimum it would have been 68.92 percent. 


To Whom It May Concern: 


As a young boy and during my high-school years, I spent many hours in the 
plant of the Capital Laundry Co. where my mother was employed. The business 
fascinated me and upon graduation from high sehool in 1938, I went to work 
there and was put on the street as a route salesman. I was ripe for the draft 
and therefore when the National Guard was called out I enlisted in the 138th 
Field Artillery and served for the duration, returfiing home a full:captain-after 
participating in the Pacific Island hopping campaigns. Upon my return my 
job was waiting for me but I was soon placed in a better position on a better 
route and in turn was promoted to a divisional sales supervisor and now am 
general sales supervisor. 
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I have carefully examined Senate bill 1046 and it is my considered opinion, 
based upon my experience, that the cost of such a bill to our company would be 
tremendous. At the moment our customers are shopping for good service at a 
cheap price and they are not about to be in the humor of paying for increased 
labor costs. Volume reduction would further hurt, resulting in loss of employ- 


ment, not only by productive workers in the plant, but by the elimination of 
route salesmen, too. 


These statements I sincerely believe. 

Senator Kennepy. Thank you, Mayor. I have been reading some 
of the rest of your statement, Is the wage to which you refer that of 
your company ? 

Mr. Broappus. This is in my company that I can only talk about. 
The rest of the exhibit is from the American ee of Laundering. 

Senator Kennepy. How would the price of your laundry compare 
with the price of laundry in other parts of the country, finished shirts, 
socks, et ceter at 

Mr. Broappvs. ‘There is no uniformity at all,sir. In our particular 
plant we ‘Saton a quarter for our shirts and try to build our prices 
accordingly. 

Senator Kennepy. Would you say that that is what it would be in 
Washington, Auburn, and Indianapolis? 

Mr. Broappus. I don’t know. Indianapolis is slightly higher, I 
think 27 cents. 

Senator Krnnepy. I notice in the testimony which you present, you 
have made some reference to Mr. Ruttenberg’s statistics. You say 
Mr. Stanley Ruttenberg, of the AFL—C1O presented this committee 
with an imposing rate of statistics among which in appendix G is a 
tabulation of the increase in average hourly earnings in various in- 
dustries from January 1950 to January-March of 1959, and in his 
statistics it showed that laundry went from 85 cents an hour to $1.15 
an hour. If that is the average hourly earnings in laundries, isn’t 
it a fact that in the laundry figures which you gave, that at least 125 
out of 142 people involved receive $1 or less an hour, so that would be 
au good deal less than the national average according to the statistics 
which you gave, and yet the price of the finished goods does not vary 
that much. 

Mr. Broappus. We don’t compete with those gentlemen that Mr. 
Ruttenberg might be talking about. 

There are organized plants and groups which he might have in- 
cluded. Where he got his figures except from the U. S; Bureau of 
Labor Statistics, I don’t know. 

Senator Kennepy. I was reading the figures from your statement. 

Mr. Broappus. We compiled those figures because they come into 
our plant every year for that information. 

Senator Kennepy. The figures I am reading from your statement, 
where you make a reference to Mr. Ruttenberg’s testimony in which 
you say “We think it is most significant that our industry which is 
only the servicing and maintenance industry for apparel and textiles 
has been able to show a greater percentage of increase in average 
hourly earnings than the basic manufacturing industries producing 
the goods w hich we service and maintain.” 

Mr. Howe. May I answer the question, sir? 

Senator Kennepy. Y es, of course. 
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Mr. Howe. The list that Mr. Broaddus gave you showed the basic 
minimum rates for the individual employees in his poatener payroll 
classification? They were not average hourly earnings. Those were 
basic minimum rates. I think he quoted a figure of around $1.08 
with a fraction as the average hourly earnings of all hourly workers 
in his plant, for the partic ular week in question, which would mean 
that in his plant he was only 7 cents under the national average that 
Mr. Ruttenberg found. 

Senator Kennepy. I think he said $1.01. 

Mr. Broappus. For 52 weeks. For 1 week, the figures which I gave 
specific information on, it was $1.08. For the previous 52 weeks the 
average earnings had been $1.01. There had been adjustments dur- 
ing the year that have brought them up. 

Senator Kennepy. It was the week ending May 1, it was $1.01, but 
continue. I’m sorry. 

Mr. Howe. The point is that in arriving at the average, that the De- 
partment of Labor published from which Mr. Ruttenberg’s figures 
were taken there are some over and some under, Louisville is under 
in this particular plant, under the national average. However, I am 
quite sure that the people of Louisville felt that Mr. Broaddus’ wages 
were not substandard or they never would have voted him in as mayor. 

I am sure the opposition would have found out about it if he were 
paying substandard wages for the area. 

Senator Krennepy. I am sure the man knows that we are not at- 
tempting to pick on the laundry industry. 

We are just trying to find out what would be a fair increase. 

Mr. Broappus. Of course I am not conpeting with the laundry- 
men in Chicago nor in Cincinnati, either one. In my plant, in my 
industry in Louisville I think under the act as drawn, with an arbi- 
trary division in there of $250,000, I believe there are maybe 150 
plants in my area that might be affected. That is the inequitable 
part of the act itself as drawn, that it would be discriminatory in 
a very great way on a few plants that have a service to the public in 
the way that they have gotten enough confidence from the public to 
give them the work that “they can grow beyond $5,000 a week or the 
average of $5,000 a week volume. 

I tried to say that we have kept our rates always as high as we 
could, and at the highest minimum in the community, and that is so. 

I could be made a liar in the last week because one of my biggest 
competitors has just very recently raised their minimum a nickel 
higher than mine is currently. 

‘We haven't gotten around to meeting them yet. But it has always 
been a fact that we have a very high minimum. ‘That is based on 
standard hour productive rates, and most of our standard hours are 
greatly exceeded by the employee who draws more than these mini- 
mums. 

The minimum rates, the income that I talked about and the cost 
of operating our plant which I have discussed in this statement is 
factual, and $2,000 a week or $100,000 a year added onto our cost 
would be $100,000 a year loss, because we are not. making money now. 

I might divulge something which I would not like to see printed 
in the papers in Louisville but we lost $35,000 so we don’t want to add 
$2,000 a week to our costs. We could not do it. It is just as infla- 
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tionary as added taxes. It is just as inflationary as any other thing 
which you might do in Congress which affects somebody’s pocket- 
book at home. It goes right on down the line to the littlest guy in 
the community, because as mine goes up he is going to have to go 
up, too, though I don’t think he will have to go all the way. I say 
as mine goes up. I am talking about the larger fellow. 

Senator KenNepy. Mayor, if the average wage in the laundry busi- 
ness is $1.15 an hour now, and if the wage in 1950 was 85 cents an 
hour, that is your quot ation of Mr. Ruttenberg’s figures, that is an 
increase of 35.3 percent, an increase in wages for the average wage in 
laundries for the last 9 years. 

It would seem to me that if we gave a 2-year leeway, that that aver- 
age wage based on that percentage of increase would probably within 
2 years go to $1.25 an hour. 

‘Mr. Broappus. Senator, the average wage has no real relationship 
to—— 

Senator Kennepy. Toa minimum? 

Mr. Broappus. To a minimum. 

The average wage would be very greatly affected. We have lots 
of people w orking for us making $1.35, $1.50, $1.75 that have got to 
that point because of their knowledge and their skill in what. they 
are doing, and not for a minute will they stay at $1.35 or $1.50 if you 
bring the fellow who has a minimum now of 80 cents up to $1.25 and 
put wage incentives and production standards on top of the $1.25. 

It would push him up very rapidly and push the average not to 
$1.15 but to $1.25. It might push it up to $1.60 if you establish a 
floor at $1.25, if you are going to be fair with the people who work 
for you. 

Oddly enough on public payrolls I know you have to be fair and 
have to maintain differentials. 

Senator Kennepy. Mayor, I know laundry does have a special 
problem in that you do have this question of home competition. Peo- 
ple can do their laundry at home and they can do it at these auto- 
matic places where they pay so much an hour for the use of the 
machines. 

Mr. Broappus. 20 cents. 

Senator Kennepy. 20 cents an hour? 

Mr. Broappvs. 20 cents for just one cycle. 

Senator Krennepy. So that you do have that problem, and it has 
not been very prosperous I guess in the last year or two. We will 
certainly consider the matter very carefully before : any action is taken. 

I am particularly glad we had your testimony. We had as you 
pointed out the testimony of Mr. Neal. He testified before the com- 
mittee a couple of years ago on this problem, and we are glad we have 
had you. 

Mr. Broappus. Thank you, Mr. Chairman. Would you like the 
payroll statistics from which we got our information or is all that 
detail interesting to you. 

Senator Kennepy. Is that personal ? 

Mr. Broappus. No, just records from which we got these statistics. 

Senator Kennepy. Unless there is some new information. 

Mr. Broappus. No, just the detail in back of it. 

Senator Kennepy. We are glad to have this information. 
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Mr. Broappvus. I have just thought if there was any question that 
these would prove the points. 

Senator Kennepy. Oh,no. We accept your testimony. 

Mr. Broappus. Thank you, sir. I’m sorry I wasn’t in Louisville 
when you came there 2 years ago to speak. I was in St. Louis at the 
time. 

Senator Kennepy. I am sorry, too, it would have been a pleasure 
to see you. The next witness is Mr. Burton W. Saunders, president 
of the General Telephone Co. of Illinois, Bloomington, Il. 


STATEMENT OF BURTON W. SAUNDERS, PRESIDENT, GENERAL 
TELEPHONE CO. OF ILLINOIS, ACCOMPANIED BY WILLIAM K. 


ZINKE, ASSISTANT COUNSEL, GENERAL TELEPHONE SERVICE 
CORP. 


Mr. Saunpers. My name is Burton W. Saunders. I am president 
of General Telephone Co. of Illinois and have served in that position 
since January 1950. Prior thereto, I served as statistician, assistant 
treasurer, commercial engineer, commercial and traffic superintendent 
and vice president and general manager of this and other companies 
of the General system. 

In these capacities I have become familiar with employment mat- 
ters generally and specifically regarding exchanges serving 750 tele- 
phones or less. 

I think I should say during World War II I was an industry mem- 
ber of the War Labor Board’s National Telephone Commission, and 
at the close of the War Labor Board’s work I received a certificate 
which indicated that I had been a member of the Board itself. 

General Telephone Co. of Illinois was incorporated in 1928 and as 
of April 30, 1959, furnished telephone service to over 337,500 stations 
among 311 exchanges. Our operations are entirely within the State 
of Illinois and extend principally into the smaller cities, towns, vil- 
lages, and rural areas as shown on the map which I offer as exhibit A. 

All of the common stock of the company is owned by General 
Telephone & Electronics Corp., making this company part of the 
General system. The domestic telephone companies in the General 
system furnished telephone service as of April 30, 1959, to over 3,600,- 
000 stations. 

I am here today representing General Telephone Co. of Illinois and 
the other domestic telephone companies in the General system. My 
purpose in requesting the privilege of appearing before this com- 
mittee is to comment upon two aspects of S. 1046 to amend the Fair 
Labor Standards Act of 1938. 

_The first aspect concerns an amendment to the exemption in sec- 
tion 13(a) (11) of the Fair Labor Standards Act covering— 


any switchboard operator employed in a public telephone exchange which has 
not more than 750 stations. 


_ The amendment, contained in section 9(a) (6) of S. 1046, would 
limit such exemption to— 


any switchboard operator who is providing telephone service through a tele- 
phone switchboard located in such operator’s home. 
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The second aspect concerns the proposed increase of the minimum 
wage, contained in section 5(b) of S. 1046, from $1 to $1.25 per hour. 


AMENDMENT OF 750 STATION EXCHANGE EXEMPTION 


I am opposed to the proposed amendment of the 750 station ex- 
change exemption as drafted due to its ambiguity and its impractical 
effect. The mere circumstance of the location of the telephone switch- 
board would determine the status of presently exempt exchanges 
under the law. The proposed amendment leaves in doubt whether 
an operator who resides in a house which is owned or leased by a tele- 
»hone company and who provides telephone service from a switch- 
font located in such a house would be exempt. 

It is also unclear what provisions of law would cover personnel 
who assist an operator who would be exempt under the proposed 
amendment. 

Surely the operator cannot remain at the switchboard 168 hours 
per week, each of the year. Would those who assist her and provide 
for relief from her duties be covered and yet leave the operator ex- 
empt? This impractical method of determining coverage cannot be 
made to work. 

I am opposed to the proposed amendment to the 750 station ex- 
change exemption or to any such similar amendment or removal 
of this exemption for the following reasons. 

1. It would produce an adverse economic and operational impact. 

2. It would necessitate rate increases for telephone subscribers. 

3. It would create an imbalance in the labor markets of the com- 
munities where such exchanges are located. 

In discussing the impact of this proposed amendment, I would like 
to give this committee a few pertinent facts concerning my company’s 
operations. AsI previously stated, the company operates principally 
in the less populated urban and rural areas in Illinois. 

It has a total of 311 telephone exchanges at present, of which 73 
are manual exchanges serving 750 telephones or less. If the pro- 
posed amendment were adopted, at least 12 exchanges would lose their 
present exemption; the status of many of the other 61 presently 
exempt exchanges would be in doubt due to the latent ambiguities in 
the proposed statutory language. 

A description, which covers the operation of most of the presently 
exempt exchanges, highlights the ambiguities and impractical effect 
of the proposed amendment. These exchanges are located in homes 
which are either owned or leased by the company and in which the 
switchboard operator resides. 

The company enters into a standard contract with the operator 
under which she agrees to provide telephone service at all times and 
to hiré any operators or assistants necessary to provide such service, 
and to perform such other duties as the keeping of records, collecting 
of money due from customers and remitting such collections to the 
company. 

The company in turn agrees to pay the operator a certain weekly 
amount, from which is deducted a nominal sum for the living quar- 
ters furnished and bears all expenses for the house containing the ex- 
change except for electricity required for the living quarters. 
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In one particular case, Mrs. Mary Coe is the contractor operating 
the manual exchange in Alexander, Il., which has 231 stations. She 
is paid $58 per week, from which $2.30 is deducted for living quar- 
ters furnished by the company. All house service expense is borne 
by the company except the electricity required for the living quar- 
ters portion of the building. 

We have been engaged in a continuous program to convert these 
manual exchanges to automatic or dial operation. In the past 5 years 
we have converted a total of 55 manual exchanges to dial operation. 
Our present plans schedule the conversion of the 73 manual exchanges 
serving 750 telephones or less at a rate of about 10 a year, the con- 
version to be completed by the end of 1967. The estimated cost of 
this scheduled conversion is $7,050,000, which represents a substantial 
outlay to my company. 

This can readily be seen by the total amount invested by the com- 
pany in telephone plant in service (less depreciation reserve) of about 
$74,982,500 as of April 30, 1959. Unless this conversion is spread 
over a period of years, as we have scheduled it, the burden upon the 
company of financing such a large capital outlay and the accompany- 
ing carrying charges would have a serious economic impact. 

Under the existing tariffs on file with the Illinois Commerce Com- 
mission, we would be allowed to raise our rates 25 cents per month 
or $3 per year on stations converted from manual to dial. The esti- 
mated conversion cost per station is $300. As you can see, the allow- 
able increase in rates for dial versus manual service would fall far 
short of even servicing the interest on the necessary loans. 

If the exemption were amended as provided in 8. 1046, my com- 
pany would be faced with the necessity of paying the present mini- 
mum wage to operators in the 12 or more exchanges which would 
no longer be exempt. In addition, these exchanges would have to 
be operated on a 3-shift basis, since they provide 24-hour service, in 
order to avoid incurring overtime pay for work beyond the maximum 
40 hours per week. An instance of how unfair this would be is that, 
while sticks exchanges are operated on a 24-hour basis, as a practical 
matter calls made between the hours of 11 p.m. and 7 a.m. are ex- 
tremely rare other than for emergency purposes. It would cost some- 
where around $5 to handle a telephone call during these hours. Our 
subscribers pay $3.10 per month for service in this type of exchange. 

It can readily be seen that the costs of operating such manual ex- 

changes, where the exempt status was removed, would skyrocket. My 
company would be forced to institute a crash program for the con- 
version of such manual exchanges to dial because of the prohibitive 
operating costs which would be incurred. 
_ The conversion of these manual exchanges to automatic operation 
is a complex and protracted process. The contributing factors are 
the necessary financings, the time required to engineer and rebuild 
outside plant, and the time required to order, manufacture, and install 
dial equipment. Conversion from manual to dial involves practically 
a complete rebuild of the outside plant, frequently the acquisition of 
real estate on which to erect new buildings for the central office 
equipment and a complete rebuild of inside plant. 

I understand that the current delay in receiving exchange dial 
equipment is 18 months from time of order. If the present exemption 
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were amended as proposed, the heavy demand for such equipment by 
independent telephone companies throughout the country would no 
doubt result in much greater delays, thus further complicating the 
conversion process. 

The sharp increase in operating expenses, if the proposed amend- 
ment were adopted, can be illustrated by using a particular exchange 
which would lose its present exempt status. 

Our exchange in Carlock, Ill., presently serves 325 telephones. Its 
total operating expenses for the year 1958 were $14,574. If the pro- 
posed amendment had been in effect during this period, the operating 
expenses would have risen by about $4,850, or more than 30 percent. 
And if the exemption had been eliminated and the minimum wage 
raised to $1.25 per hour, the operating expenses would have risen 
about $7,750, or more than 538 percent. In either event, substantial 
increases would be required for the telephones served by this exchange. 

We have estimated the total additional operating expenses (before 
taxes) on an annual basis, if the proposed amendment were adopted, 
at $35,000. This figure, however, would be substantially higher if 
presently exempt exchanges located in houses owned or leased by 
the company and in which the operators resided were not included 
as exempt. If the exemption were eliminated entirely, as has also 
been suggested, total additional operating expenses on an annual 
basis are estimated at $375,000. 

If the exemption were amended as proposed and its ambiguities 
resolved against the company or eliminated entirely, additional op- 
erating expenses and financing charges for converting on a crash 
basis would necessitate an immediate application for increased rates 
to telephone subscribers. 

Elimination of the exempt status of manual exchanges which are 
presently not required to meet the minimum wage and maximum hour 
standards of the act would create an imbalance in the communities 
where such exchanges are located. Prevailing wages in these areas 
for skills comparable to those required of telephone operators, such 
as clerks and other workers in stores and offices, range from 50 cents 
to 75 cents an hour, depending on size of community and proximity 
to metropolitan areas. 

One major factor for consideration is that in almost all of these 
small towns this company would be the only business subject to wage- 
hour law provisions. We would be in the position of paying as much 
as 100 percent more in wages than stores or small business establish- 
ments in these towns. 

Logic dictates that prevailing wages in a given area are governed 
in large part by living costs. The living costs in the areas where 
these manual exchanges are located are considerably lower than in 
the more populated and urban areas. The wages paid by my com- 
pany to telephone operators in these manual exchanges are in keep- 
ing with the prevailing wages in the small communities where they 
work; in fact, the wages we pay these operators are usually at the 
top of the prevailing local wages. 

There is neither reason nor logic in creating a wage disparity in 
these small towns by depriving so many of our manual exchanges of 
their present exempt status. To do so would place the company in 
the anomalous position of being forced to charge subscribers 1 these 
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small communities higher rates in order to create a disparity in wages 
in the local labor markets. And these higher rates would affect sub- 
scribers whose incomes are lower than those who reside in the more 
populated and urban areas. 

There are at present 14 principal domestic telephone companies in 
the General system. These companies have a total of 191 manual 
exchanges which serve 750 stations or less. If the present exemption 
were amended as proposed, total additional operating expenses (be- 
fore taxes) on an annual basis for all General system companies are 
estimated at $93,000 assuming that the minimum wage remains at $1 
per hour. 

If the exemption were eliminated entirely, total additional operat- 
ing expenses (before taxes) on an annual basis are estimated at 
$710,000 for the entire General system, assuming that the minimum 
wage remains at $1 per hour. 

1 have mentioned the suggestion which has been made that the 
present exemption be eliminated entirely. All of my comments per- 
taining to the proposed amendment or modification of the present 
exemption apply with even greater force to this suggestion. 

If there is to be any amendment or removal of this exemption I 
strongly urge this committee that its effect be postponed for a mini- 
mum of 5 years so that my company and other telephone operating 
companies in the General system will have the opportunity to sched- 
ule the conversion of manual exchanges to dial operation on an eco- 
nomic, orderly, and well-planned basis. 


INCREASE OF THE MINIMUM WAGE 


Section 5(b) of S. 1046 proposes to increase the minimum wage 
from $1 to $1.25 per hour. Such a proposal, if adopted, would cer- 
tainly add impetus to the ever-increasing inflationary trend in our 
national economy. Increase of minimum wages to $1.25 an hour 
would bring total additional operating expenses to my company of 
an estimated $595,000 on an annual basis (without taking into con- 
sideration any amendment or removal of the 750-station-exchange 
exemption). And, in addition, the company would be forced to 
make an across-the-board adjustment of wages from $1.25 an hour up 
which would produce a further substantial increase in operating 
expenses. 

Such an increase in operating expenses would necessitate rate in- 
creases to the company’s telephone subscribers. My earlier state- 
ments as to prevailing wages in the labor markets where my company 
operates are equally revelant here. The prevailing wages for jobs 
involving comparable skills in these areas, and by that I mean of all 
kinds, which are largely small towns and rural, range up to $1 and 
it would create a serious imbalance in these labor markets if my com- 
pany were required to pay a minimum wage of $1.25 an hour. The 
iving costs in these areas are substantially lower than in the more 
populated and urban areas, where prevailing wages are consequently 
at a higher level. It is entirely unrealistic, therefore, to require that 
the minimum wage be raised to these higher levels: 

The inflationary effect of such an increase in the minimum wage 
can be seen even more sharply by the impact upon all of the domestic 
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telephone companies in the General system. It would increase total 
additional operating expenses on an annual basis by an estimated 
$2,470,000 for these 14 companies, assuming that the present exemp- 
tion remained unchanged. 


AMENDMENT OF THE 750-STATION-EXCHANGE EXEMPTION AND INCREASE 
OF THE MINIMUM WAGE 


Operating expenses for General Telephone Co. of Illinois for the 
year ended December 31, 1958, were approximately $16 million before 
taxes. If the 750-station-exchange exemption were to be amended 
as proposed and the minimum wage raised to $1.25 an hour, total 
additional operating expenses for my company on an annual basis 
would increase by an estimated $660,000 or about 4.1 percent. If the 
exemption were to be eliminated entirely and the minimum wage in- 
creased, total additional operating expenses on an annual basis would 
increase by an estimated $970,000 or about 6.2 percent. 

All of the statements I have made previously in considering these 
two provisions on a separate basis, apply with even greater force if 
they were both to be enacted. It would place a very serious economic 
operational burden upon my company. 

Applications for substantial rate increases for telephone service 
would be necessitated as soon as they could be made. There would 
be a serious inflationary impact in creating such a disparity between 
wages paid to my company’s employees and wages paid to workers 
performing comparable skills in small communities and rural areas 
where the company operates. 


CONCLUSION 


On behalf of my company and the other domestic telephone com- 
panies in the General system, I respectfully urge this committee 
that the exemption covering operators in telephone exchanges serv- 
ing 750 stations or less be retained in its present form and that the 
minimum wage be retained at $1 an hour. 

These proposed amendments to the Fair Labor Standards Act, if 
enacted into law, would greatly contribute to the inflationary trend 
in this country’s economy, which has become such a serious problem 
today, and would place a serious burden on the operations of my 
company and other telephone companies in the General system. 

Senator Kennepy. Tell me first about your company. As I under- 
stand it, it is an Illinois company but it is part of an association of 
companies owned by the General Telephone & Electronics Corp.; 
is that correct ? 

Mr. Saunpers. That’s right. We are a telephone operating sub- 
sidiary:of General Telephone & Electronics Corp. 

Senator Kennepy. How many telephone companies are owned by 
the ee 


Mr. Saunpers. There are 14 principal domestic companies owned 


by the corporation. 
Senator Kennepy. How many employees would there be in all of 
the companies owned by the corporation ? 


Mr. Saunpvers. I don’t have that, but in the Illinois company there 
would be 3,300. 
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Senator Kennepy. I am trying to get some idea of how large the 
corporation is. 

What was the gross business of the whole corporation last year ? 

Mr. Saunpers. In the Illinois company we did $25 million. 

Senator Kennepy. I was trying to get the whole corporation. Does 
this corporation own Sylvania too? 

Mr. Saunpers. It owns Sylvania. 

Senator Kennepy. And whoelse? 

How many telephone companies ¢ 

Mr. Saunpers. 14 major ones. 

Senator Kennepy. In 14 States? 

Mr. Saunpers. In 30 States. 

Senator Kennepy. In 30 States? 

Mr. Saunpers. Yes. 

Senator Kennepy. You mean some of these companies serve several 
States? 

Mr. Saunpers. Yes, they do. 

Senator Kennepy. Are you one of the largest ? 

Mr. Saunpers. Yes, in number of telephones served we have just 
become third largest. We had been second largest. 

Senator Kennepy. And you are what, about 3-million-odd? 

Mr. Saunpers. We are 337,000. 

Senator Kennepy. How many people are served by the whole cor- 
poration? Would you say it is 3 million? 

Mr. Saunpers. In telephones, yes. 

Senator Kennepy. At what does your stock sell? Are you listed 
on the exchange? You are not on the market as a separate stock, are 
you? 

Mr. Saunpers. We are not. 

Senator Kennepy. The corporation is ? 
Mr. Saunpers. The parent corporation is. 

Senator Kennepy. You don’t know what that stock is selling at? 

Mr. Saunpers. The last I looked at it, it was about 68. 

Senator Kennepy. And where has it gone this year? 

Mr, Saunpers. It has gone as high as about 71 or 72. 

Senator Kennepy. What did it start the year at ? 

Mr. Saunpers. I have forgotten what that figure was. It was 
about $60 or so I think. 

Senator Kennepy. It stayed about the same. Now you talk about 
the case of Mary Coe. She is paid $58 a week and you give her living 
quarters ? 

Mr. Saunpers. Yes. 

Senator Kennepy. How many hours a week is she on duty? 

Mr. Saunpers. She gets $58 for all the operating hours. She 
can divide that between her help pretty much as she pleases. 

Senator Kennepy. What do you mean by her help? 

Mr. Saunpers. That is, she couldn’t stay at the switchboard all the 
time. Here is what actually happens. She would decide how many 
hours a day she would want to work, let’s say on Tuesday, and man the 
switchboard beginning in the morning and take care of the busiest 
hours, which might keep her pretty busy. Then she would put the 
audible alarm on the switchboard and go about her household duties, 
cook her meals, and she would still be on duty. And if somebody 
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wanted to make a telephone call, it is a small town, this audible alarm 
would call her to the switchboard and she would complete the call, and 
either stay at the switchboard or go back to her other duties. 

Senator Kennepy. So she would be on duty all the time but not at 
the switchboard ? 

Mr. Saunpers. Not at the switchboard. 

Senator Kennepy. When is she able to go out of the house? 

Mr. Saunvers. When she gets help. 

Senator Kennepy. Who pays the help? 

Mr. Saunpers. She does. 

Senator Kennepy. Supposing she wants to go out on Saturday or 
Sunday, to go out and go shopping and so forth. She brings people 
in and pays them ? 

Mr. Saunpvers. Yes. 

Senator Kennepy. I am not sure that $2.30 a week then is really 
such a bargain for her living quarters. She is Paes on duty 24 
hours a day 7 days a week for | $58 a week minus $2.30 except when she 
hires people to take her place. 

Mr. Saunpers. That’s right. 

Senator Kennepy. That is a pretty big responsibility. It is quite 
continuous. I agree it isn’t an exacting job, but I think it means that 
she has to work pretty long hours or otherwise pay somebody. 

Mr. Saunpers. This type of work is attractive to a widow with 
daughters or a widow with relatives living with her, and it is often 
held by such people. 

And it is also held by people who are absolutely incapacitated, who 
operate these switchboards from wheelchairs. 

Senator Kennepy. I would think somebody incapacitated and un- 
able to leave the house, that would probably be the most satisfactory 
people for that kind of work. Otherwise it would be an extremely op- 
pressive job, because it would require a long week. 

Mr. Saunpers. That might be the general impression. However, 
we have no trouble in obtaining these contractors or agents in the 
towns where we have such offices, 

Senator Kennepy. I don’t think that we are proposing to extend 
coverage in those cases where the operator lives in the house. We are 
not proposing t® cover an employee who has one or two calls during 
the night if she operates the switchboard in her domicile. 

I can promise you that the bill won’t be written in such a way that 
those people who are operating telephones within their home are 
going to have to be paid time and a half for every hour after 4 or 5 
in the afternoon through the night, if only one or two calls are made. 
That would be unreasonable and impractical. 

But I am not sure that I accept your statement that it is so much 
cheaper to live in a small town than in a large one. 

I would say except for rent, nearly everyone buys products at fairly 
standard prices. In a grocery store they buy brand products, cloth- 
ing, and so forth, at fairly standard prices. I don’t think there is any 
evidence that this committee has seen that it is cheaper to live in a 
smaller town than in a larger town. 

I believe you used the term “50 cents an hour.” Are you telling me 


this corporation which has millions and millions of dollars in assets 
is paying people 50 cents an hour? 
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Mr. Saunpers. No,sir. I would say that going rate in some of these 
towns for store clerks and others 

Senator Kennepy. Then they ought to be under the coverage of the 
minimum wage; anybody who is ‘making 50 cents an hour in the 
United States today, $4 for an 8-hour day. Wouldn’t you agree— 
that is $20 a week—wouldn’t you agree that that i is disgraceful ? 

Mr. Saunpers. It is the going wage where it is, Senator. 

Senator Kennepy. Well, it oughtn’t to be the going wage. Maybe 
we ought to extend the coverage of the minimum wage to cover all 
these people if they are going to be paid 50 cents an hour. If you 
are using the fact that the prevailing wage is 50 cents an hour as a 
justification for not paying your people a more adequate wage, then 
[ regard that justification as completely inadequate because that is 
a wholly unreasonable wage in the United States. 

How can anybody possibly survive on 50 cents an hour? How- 
ever, I understand your point. You are paying the prevailing wage 
in your communities. 

Mr. Saunvers. We pay the highest of the prevailing wages; yes. 

Senator Kennepy. But the point I am welliae is that you are a 
very prosperous company. I believe that you are part of a chain 
stretching across the country. You are part of a very prosperous 
corporation. Its stock sells for $67 per share. I don’t know what 
the par value is. What is the par value? When was it issued? 
It was issued I think last year. In 1957 your company paid a $14 
dividend on its stock. An FCC report shows that in 1957 the Gen- 
eral Telephone Co., of Illinois, had an unappropriated earned surplus 
of almost $2 million. So when you talk about 50 cents an hour as 
a wage W hich yours ought to be tied to, I can’t accept that. 


Mr. Saunpers. The financial people consider our earned surplus 
on the low side; too low. 


Senator Kennepy. Too low? 
Mr. Saunpers. The banks are beginning to get interested in that; 
yes. 
Senator Krennepy. They feel you should be getting more? 
Mr. Saunpers. They feel our surplus should be built up some. 
Senator Kennepy. What was your profit last year? 


Mr. Saunpers. Well, I don’t know what you mean by profit, but 
we made 


Sen: ator ae Before taxes? 

Mr. Saunpers. I don’t have that annual report with me. 

Senator Kennepy. Can you tell me approximately 

Mr. Saunpers. It was about $8 million. You see I said there wa 
$16 million in expenses and it was about $25 million I believe I testi- 
fied in revenues. That would be8 or 9 before taxes. 

Senator Kennepy. That is $8 or $9 million before taxes. And 
what is your investment ? 

Mr. Saunpers. Our investment at original costs is about $86 million 
in Illinois. 

Senator Kennepy. Will you maintain the same number of em- 
ployees when you convert to a dial system ? 

Mr. Saunpers. As we have cut over to dial, from time to time 
through the years our average employment has grown, as it has in 


all telephone companies, because there is more “telephone business 
today. 
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Senator Kennepy. You don’t expect any cuts. I want to thank 
you for your testimony, Mr. Saunders. I want to say that I think 
that this company can afford to pay a pretty good wage. 

Mr. Zinxer. Senator Kennedy, may I say a word ? 

Senator Kennepy. Senator Clark, I ‘believe, expresses that sen- 
timent. 

Senator CuarK. Could Lask a question ? 

Senator Kennepy. Yes. 

Senator Cuark. Mr. Saunders, your company owns Sylvania 
Electric ? 

Mr. Saunpers. The parent corporation does, General Telephone 
Electronics. 

Senator CLark. You operate a number of plants in Pennsylvania? 
Mr. Saunpvers. Sylvania operates plants in several States; yes, 
sir. 

Senator Cuark. I asked you don’t you operate plants in Pennsyl- 
vania? Can’t you answer yesor no to that? 

Mr. Saunoers. I believe so; yes. Iam not familiar with Sylvania’s 
operations. 

Senator CLtark. Oh, you’re not. All right. 

Mr. Saunpers. My operations are confined to the State of Illinois. 

Senator Kennepy. I understand that. But you are owned by the 
same company that owns Sylvania? 

Mr. Saunpers. That’s right, sir. 

Mr. .Zrnxer. May I make a statement for the record, please. My 
name is William Zinke. I am assistant counsel of General Tele- 
phone Service Corp. General Telephone Co. of Illinois is a separate 
telephone operating company within the General Telephone system, 
and when you referred to Mr. Saunders’ company, his company is 
not General Telephone & Electronics Corp. His company is General 
Telephone Co. of Illinois. His company is considered on matters 
such as obtaining rate increases from the Illinois Utilities Commis- 
sion and other matters as being a wholly autonomous company. 

Senator Kennepy. Let me just ask you who takes the profits of 
this company ; does this company handle its assets, debits, and profits 
and all the rest without any reference to its parent company ? 

Mr. Zinke. I think that is a question for Mr. Saunders. 

Senator Kennepy. Let me just ask you when this company declares 
its dividend on the stock market, do the assets and income and profit 
of your company in Illinois come into the dividend that this com- 
pany pays on this stock ? 

Mr. Zinxe. The answer is that it does, sir. The company’s com- 
mon stock is entirely owned by General Telephone & Electronics Corp. 

Senator Kennepy. Let me just say that we are talking about a 
corporation which wholly owns a company of which Mr. Saunders 
is the head. I don’t say Mr. Saunders should be fully informed about 
all of the operations of the parent corporation, but when I talk about 
this company in Illinois and its profits I also talk about the related 
profits of its parent corporation, 

The directors of the parent corporation have a direct, interest and 
responsibility for the wages which are paid and the hours that are 
worked in all of its subsidiaries. 
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I believe if I were a member of the board of directors I would be 
rather concerned about what is happening to Mary Coe whose case 
was cited in this testimony. I don’t know whether Senator Clark 
heard about that. Did you? 

Senator CLarKx. No; I saw her name as I leafed through the state- 
ment. I see she makes $58 a week. 

Senator Kennepy. She does but she is on duty 24 hours a day 7 
days a week and those times she is not on duty she has to pay help. 

Mr. Saunpers. She is actually not working at the telephone switch- 
board 24 hours. 

Senator Kennepy. She has to stay there. 

Mr. Saunpvers. Or pay somebody else. 

Senator Kennepy. She has to pay those people by the hour. 

Mr. Saunpers. Unless it is somebody in the family who does it and 
it is often her husband. 

Senator Kennepy. It may or may not be. You are getting two 
people for that money. 

Senator Cuark. Do either of you gentlemen know the name of the 
president of the parent corporation ¢ 

Mr. Saunpers. His name is Don Mitchell. 

Senator CLark. Was he formerly a lawyer in Cincinnati? 

Mr. Saunpers. I don’t know, sir. 

Senator CLark. Do you know ? 

Mr. Zinke. I don’t believe so, sir, but I am not certain. He was 
formerly the president of Sylvania Electric Products prior to the 
merger with General Telephone in March of this year. 

Mr. Saunpers. Mr. Donald C. Power. 

Senator Ciark. That is the man I am thinking of. 

Mr. Saunpers. He is the chairman of the board and chief executive 
officer of the corporation. 

Senator Cirark. Yes. He is the man who put this company to- 
gether, isn’t he? 

Mr. Saunpers. Well, he is the man who did not put it together but 
did bring it to the forefront with a great deal of vigor. 

Senator Cuark. He sort of left the practice of law and in some way 
gathered together a number of companies, Sylvania was one, General 
Telephone was another, and has made a huge fortune out of it. He 
is a very successful businessman. 

Mr. Saunvers. He became president of General Telephone Corp. 
some years ago, and in 1956 the other companies were acquired which 
included Automatic Electric Co. Just this last spring Sylvania came 
into the picture. 

Senator CLark. But in reality am I right or wrong when I say that 
the business of operating telephones and telephone exchanges is by 
now a relatively minor part of the business of the parent, General 
Telephone Co. ? 

Mr. Saunvers. No. Last year 58 percent of the business was tele- 
phone business. 

Senator Car. Dollar volume? 

Mr. Saunpers. Of revenue; yes. 

Senator Kennepy. That is last year before the merger which took 
place in March? . 

Mr. Saunpers. Yes, sir. 

41681—59——_66 
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Senator Kennepy. Of the separated units you mean / 

Mr. Saunpers. Yes. 

Sylvania was not in the picture at that time. 

Senator Kennepy. Yes; but I think what we are talking about now 
is what percentage of the revenue of Sylvania is included in this? 

Mr. Saunpers. I am told that through the first 3 months of this 
year as far as the system is concerned, the parent corporation and all 
of its subsidiaries, that in profits as they are called and telephone 
companies contributed half, and the manufacturing companies half. 

Senator Kennepy. Doesthat include Sylvania or not? 

Mr. Saunpvers. That includes Sylvania for the time it was in there. 

Senator CiarKk. Do you have any figures as to the relative number 
of employees between Sylvania and the telephone company ? 

Mr. Saunpers. I don’t know about Sylvania. 

Senator Ciark. Are there any other companies in the complex be- 
sides Sylvania and the telephone companies ? 

Mr. Saunpers. There is Sylvania and Automatic Electric Co. and 
Leich Electric Co. Leich Electric was the first one to join the system. 

Senator Ciark. With respect to your testimony in opposition to 
the increase in the minimum wage are you speaking for atte the tele- 
phone company or for the whole hierarchy of companies? 

Mr. Saunpers. Only for the telephone companies. 

Senator Kennepy. Can I ask you what beginning salaries are in 
your company ? 

Mr. Saunpers. In the State of Illinois in the smallest exchanges, 
well, in all exchanges we begin them at $1 per hour and they are in- 
creased after 3 months, and then at 6 months. Then I believe the 
increases run every 6 months until they reach their maximum, and the 
maximums are different, depending upon the size of the exchange. 

Senator Kennepy. The $1 minimum wage would cause you no > hard- 
ship? 

Mr. Saunpers. No, sir. 

Senator Kennepy. You would not object to that? 

Mr. Saunpers. No. 

Senator Kennepy. How many hours a week do you work them? 

Mr. Saunpers. Forty hours a week and of course if there is over- 
time it is time and a half, and there is Sunday work at time and one- 
half regardless of the number of hours worked previously during the 
week, and holiday work brings double time. 

Senator Krnnepy. In the case of Mrs. Coe, how do you figure her 
time anda half? When does that begin? 

Mr. Saunpers. She is an independent contractor and gets no time 
and a half. 

Senator Kennepy. Do you have many of those? 

Mr. Saunvers. We have 73 of them. 

Senator Kennepy. In other words, the dollar minimum. wage would 
not cause you any difficulty ? 

Mr. Saunvers. Not with the exemption as it stands, because we are 
living under that now you see. 

Senator Kennepy. Suppose the exemption were removed ? 

Mr. Saunpers. Well, it would be expensive of course. 

Senator Kennepy. And at $1.25 do you think you could survive? 
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Mr. Saunpers. Well, it would require rather fast action to get rate 
relief, because you see the whole cost to us then with the loss of the 
exemption, if it was lost, and the $1.25 minimum, that would cost us 
$970,000 in Illinois. That is a lot of money as we look at it. 

Senator Kennepy. Yes; but I must say your profit was $8 million 
before taxes last year. 

Mr. Saunpers. Yes. Well of course we have to pay taxes too. 

Senator Kennepy. Yes; but this isa deductible item. 

Mr. Saunpers. They are considered an operating expense actually. 

Senator Kennepy. The dividend appropriation last year was 
$2,388,000. 

Mr. Saunovers. Is that what it says on the common stock? 

Senator Kennepy. Yes; we don’t mean to take you for a walk 
through the thickets of your financial statement, but it does have 
some relevance. 

Mr. Saunpers. I have no hesitancy to testify on anything that I can 
answer. 

Senator Kennepy. I understand that. Tell us about this, amount 
per $100 of stated value, what does that all mean? It says here $14 
which the General Telephone paid. That was your dividend? 

Mr. Zinxke. Senator, I am sorry to interrupt but Mr. Saunders 
as I understood it originally came down to testify about this minimum- 
wage legislation. We seem to have gone a good deal beyond the thrust 
of his testimony into the financial structure of his company, and also 
to the entire structure of General Telephone & Electronics Corp. 

Senator Kennrepy. That’s right. 

Mr. Zinxe. Which seems to me to be somewhat beyond the purpose 
of the testimony related to the exemption. 

Senator Kennepy. I must say I don’t agree with the thrust of your 
remarks because what we are trying to do is find out whether this 
company can afford to pay a decent wage to its employees. 

Now the amount of money which its stockholders get in dividends, 
the amount of profit which this company earns all goes to the question 
of whether this company can afford to pay a wage of $50 a week for 40 
hours to its employees. Now I happen to feel, and I think the Senator 
from Pennsylvania has the same view, that that is the least that a com- 
pany such as your company ought to pay. Mr. Saunders states that 
they can’t afford to do that. I am just trying to find out whether they 
can afford to do it. Now can you tell me ony that isn’t germane? 

Mr. Saunpers. You have the wrong figure on the dividends. 

Senator Kennepy. I want to hear what you have to say on that. 

Mr. Saunpers. Our dividends on the common stock last year 
amounted to $1.50. 

Senator Kennepy. It was $4.75. 

Mr. Saunpers. That is the preferred stock you are speaking of. 

Senator Kennepy. This FCC report states that in 1957 the common 
stock dividend per $100 par of stated value, was $14. 

Mr. Saunpers. We don’t have a par value on our common stock. 

Senator Kennepy. I am looking at the General Telephone Co. of 
Illinois in this FCC report. 

Mr. Saunpers. That is stated value. 

Senator Kennepy. That’s right. Now then the preferred stock—— 

Mr. Saunpers. We paid $1.50 on each share. 
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Senator Kennepy. Of the separated units you mean / 

Mr. Saunpers. Yes. 

Sylvania was not in “ picture at that time. 

Senator Kennepy. Yes; but I think what we are talking about now 
is what percentage of the revenue of Sylvania is included in this? 

Mr. Saunpvers. I am told that through the first 3 months of this 
year as far as the system is concerned, the parent corporation and all 
of its subsidiaries, that in profits as they are called and telephone 
companies contributed half, and the manufacturing companies half. 

Senator Kennepy. Does that include Sylvania or not 2 

Mr. Saunvers. That includes Sylvania for the time it was in there, 

Senator CtarKk. Do you have any figures as to the relative number 
of employees ee Sylvania and the telephone company ? 

Mr. Saunpers. I don’t know about Sylvania. 

Senator Ciark. Are there any other companies in the complex be- 
sides Sylvania and the telephone companies? 

Mr. Saunpers. There is Sylvania and Automatic Electric Co. and 
Leich Electric Co. Leich Electric was the first one to join the system. 

Senator CLtark. With respect to your testimony in opposition to 
the increase in the minimum wage are you speaking for ay: the tele- 
phone company or for the whole hierarchy of companies? 

Mr. Saunpers. Only for the telephone companies. 

Senator Kennepy. Can I ask you what beginning salaries are in 
your company ? 

Mr. Saunpers. In the State of Illinois in the smallest exchanges, 
well, in all exchanges we begin them at $1 per hour and they are in- 
creased after 3 months, and then at 6 months. Then I believe the 
increases run every 6 months until they reach their maximum, and the 
maximums are different, depending upon the size of the exchange. 

Senator Kennepy. The $1 minimum wage would cause you no hard- 
ship ? 

Mr. Saunpers. No, si 

Senator Kennepy. Yo ou would not object to that? 

Mr. Saunpers. No. 

Senator Kennepy. How many hours a week do you work them? 

Mr. Saunpers. Forty hours a week and of course if there is over- 
time it is time and a half, and there is Sunday work at time and one- 
half regardless of the number of hours worked previously during the 
week, and holiday work brings double time. 

Senator Kennepy. In the case of Mrs. Coe, how do you figure her 
time ¢ and ¢ ahalf? When does that begin ? 

Mr. Saunovers. She is an independent contractor and gets no time 
anda half. 

Senator Kennepy. Do you have many of those ? 

Mr. Saunpers. We have 73 of them. 

Senator Kennepy. In other words, the dollar minimum wage would 
not cause you any difficulty ? 

Mr. Saunpers. Not with the exemption as it stands, because we are 
living under that now you see. 

Senator Kennepy. Suppose the exemption were removed ? 

Mr. Saunpers. Well, it would be expensive of course. 

Senator Kennepy. And at $1.25 do you think you could survive? 
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Mr. Saunpers. Well, it would require rather fast action to get rate 
relief, because you see the whole cost to us then with the loss of the 
exemption, if it was lost, and the $1.25 minimum, that would cost us 
$970,000 in Illinois. That is a lot of money as we look at it. 

Senator Kennepy. Yes; but I must say your profit was $8 million 
before taxes last year 

Mr.Saunpers. Yes. Well of course we have to pay taxes too. 

Senator Kennepy. Yes; but this is a deductible item. 

Mr. Saunpers. They are considered an operating expense actually. 

Senator Kernnepy. The dividend appropriation last year was 
$2,588,000. 

Mr. Saunpers. Is that what it says on the common stock ? 

Senator KenNepy. Yes; we don’t mean to take you for a walk 
through the thickets of your financial statement, but it does have 
some relevance. 

Mr. Saunpers. I have no hesitancy to testify on anything that I can 
answer. 

Senator Kennepy. I understand that. Tell us about this, amount 
per $100 of stated value, what does that all mean? It says here $14 
which the General Telephone paid. That was your dividend? 

Mr. Zinxe. Senator, I am sorry to interrupt but Mr. Saunders 
as I understood it originally came down to testify about this minimum- 
wage legislation. We seem to have gone a good deal beyond the thrust 
of his testimony into the financial structure of his company, and also 
to the entire structure of General Telephone & Electronics Corp. 

Senator Kennepy. That’s right. 

Mr. Zinke. Which seems to me to be somewhat beyond the purpose 
of the testimony related to the exemption. 

Senator Kennepy. I must say I don’t agree with the thrust of your 
remarks because what we are trying to do is find out whether this 
company can afford to pay a decent: w age to its employees. 

Now the amount of money which its stockholders get in dividends, 
the amount of profit which this company earns all goes to the question 
of whether this company can afford to pay a wage of $50 a week for 40 
hours to its employees. Now I happen to feel, and I think the Senator 
from Pennsylvania has the same view, that that is the least that a com- 
pany such as your company ought to pay. Mr. Saunders states that 
they can’t afford to do that. I am just trying to find out whether they 
can afford to do it. Now can you tell me why that isn’t germane? 

Mr. Saunpers. You have the wrong figure on the dividends. 

Senator Kennepy. I want to hear what you have to say on that. 

Mr. Saunpers. Our dividends on the common stock last year 
amounted to $1.50. 

Senator Kennepy. It was $4.75. 

Mr. Saunpers. That is the preferred stock you are speaking of. 

Senator Kennepy. This FCC report states that in 1957 the common 
stock dividend per $100 par of stated value, was $14. 

Mr. Saunpers. We don’t have a par value on our common stock. 

Senator Kennepy. I am looking at the General Telephone Co. of 
Illinois in this FCC report. 

Mr. Saunvers. That is stated value. 

Senator Kennepy. That’s right. Now then the preferred stock—— 
Mr. Saunpers. We paid $1.50 on each share. 
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Senator Kennepy. Of what; common stock ? 

Mr. Saunpers. Common stock. 

Senator Kennepy. It says rate per $100 par or stated value, that 
is the $4.75. 

Mr. Saunpers. Yes. 

Senator Kennepy. And you say then that that comes to a dollar 
and what ? 

Mr. Saunpens. $1.50, $37.50 a quarter, $37.50 a quarter. 

May I make one point more clear, that is when we say profits, you 
know it depends upon what you call profit, because we have to pay 
a bond interest out of the remainder, and our preferred stock divi- 
dends, and then there should be something reasonable left for the 
equity security of the common stock. 

Senator Kennepy. I am going to ask Mr. Dungan on the staff to 
try to get me some idea of the return on the stock of the General 
Telephone Co. for the last 3 or 4 years. 

Mr. Saunpers. That is the parent corporation. 

Senator Kennepy. The General Telephone Co. of Illinois; not 
the parent. 

Mr. Saunpers. I will be glad tosend you the annual reports. 

Senator Kennepy. Good. Will you get those for the last 3 or 4 
years ¢ 

Mr. Saunpers. I will be glad to send them. The annual reports to 
the stockholders. 

(The reports referred to have been retained in the subcommittee 
files.) 

Senator Kennepy. The point I am trying to make is that the burden 
of proof is on you very clearly, when you say you cannot afford to 
pay this wage. I think the burden of proof is on the company which 
mi akes thi at statement. 

Mr. Saunpers. I say that, Senator, for this reason. Right now we 
have a rate case before the Illinois Commerce Commission which 
was filed last Rasenues 26, and we are still trying to get an increase 
in rates which would bring the return on the fair value of our rate 
base up to 5.8 or 5.9 percent. 

Senator Kennepy. Mr. Saunders, unless Senator Clark has any 
more questions, I want to express appreciation to you and to your 
associate for coming before us. I think your testimony is provocative 

ind we will study it carefully. 

Mr. Sacnpers. Thank you very much. [appreciate the opportunity 
of being here. 

Senator Kennepy. Mr. John C. Raber, president of the Indiana 
Farmers Union. 

Mr. Raber, I want to express my personal pleasure in having you 
here. I have known you for a good many years and we are very 
glad to have your testimony here + today. You are testifying for the 
Farmers Union. I understand you are accompanied by Mr. Reuben 
Johnson, coordinator of the division of legislative services of the 
National Farmers Union. 
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Mr. Raper. Thank you, Senator; it is indeed a privilege to represent 
my national organization in support of Senate bill 1046. 

Farmers Union favors passage of this bill because this is our long- 
standing conviction that all people are entitled to a decent level of 
living and that poverty wherever it exists in our economy is as eco- 
nomically expensive to those of us who are fortunate as it is to those 
who cannnot maintain a decent level of living. We believe in an 
economy of growth and we do not believe that full employment and 
rapid economic growth are possible unless we steadily increase the 
purchasing power of farmers and their customers. 

Our long-term goal is to free all people from the anguish of poverty 
and we believe experience has shown that a ceiling over hours and a 
floor under wages are essential to that end. We know of no natural 
laws which can take the place of deliberate, intelligent human planning 
in achieving a good life for all of our people. 

The enactment of S. 1046 would extend coverage on wages and 
hours to about 7.5 million workers out of the 19.6 who now have no 
protection. It is our understanding that out of this total of 7.5 million 
workers who would be given coverage under this bill only about 1.5 
million are making less than $1 per hour and only about 3 million are 
making less than the new minimum of $1.25 per hour. 

The Department of Labor estimated that Bee passage of this bill 
would increase the national wage bill by $2.9 billion per year. The 
ee IO estimates that the cost would be only $2.5 billion. We do 

t have the research fac ilities to check on these estimates, but striking 
a happy medium of $2.7 billion as the amount which would be added 
to payrolls, the increase would be only 1 percent * of the total compen- 
sation paid to employees. 

One result of this proposed increase in coverage and in the minimum 
wage would be to increase food purchases by about $1 billion. Such an 
increase would not solve the farmers’ problems, but it would certainly 
help. 

A partial updating of the Department of Labor’s “City Worker’s 
Family Budget” which measures the cost of a modest but adequate level 
of living for a family indicates need for a minimum income of $4,665 
per year per family. Under the present law, assuming 50 weeks of 
employment at. full 40 hours per week, a worker would earn only $2,000 
per year at the legal minimum wage; even if his wife worked full time, 
the family income would fall short of a modest but adequate level of 
living by $665 per year. 

If poverty in this country were the result of our inability to increase 
output, we could as man has i in the past, provide for the poor whatever 
alms could be spared, but in this country with agricultural stocks of 
unprecedented magnitude and with industry operating fairly con- 
sistently at far less than its full capacity there is no justification for 
contending that we cannot afford wages high enough to more nearly 
approach the modest but adequate level. 











1 Based upon the payments made in the first quarter of 1959. 
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There are many impediments to full employment and full produc- 
ae but the primary one is an absence of purchasing power. This 
bill would do much to help in that respect 

In recent uate under the Eisenhower “ polici ies of tight money and 
high interest rates, crippling of the farm program, ‘and the conse- 
quent decline in farm income, the firm refusal to maintain a decent 
level of expenditures for a wealth-creating resources program, the 
unswerving Opposition to virtually every measure which would ma- 
terially increase purchasing power and economic growth, the rate of 
grow th of our ec onomy has slowed to an average of less than 2 per- 
cent per year despite the sound conviction of many of the Nation’s 
economists that we cannot afford a rate of growth of less than 4 or 
5 percent per year. It appears that the Soviet Union’s economy is 
expanding at a rate of 7 or 8 percent a year, a development which 
should be of concern even to those who would not insist on economic 
policies to pro economic growth for simple humanitarian reasons. 
We believe this bill will promote economic expansion. 

One of the chief arguments of the opponents of this bill is that 
it will add to inflationary forces. To the extent that inflation is the 
result of increased pressures of “dollars” on production capacity, 
there is little merit in this argument. The additional wages paid 
to these low-income workers would go largely for goods which are in 
abundant supply including farm commodities. It is apparent that the 
added costs to the industries brought under this bill could be paid 
without hardship in most cases without any increases in prices, 

It is our firm behef that the inflation we have witnessed 1 recent 
years is largely attributable to monopolistic administration of prices. 

Holding the wages of millions of workers below the levels of 
decency will not ae the monopolistic sections of the economy 
from continuing to juggle prices upward. Out of the $11 per ton 
price increase of steel in recent years, Gardner Means contends that 
less than $2 could by any stretch of the statistics be attributed to wage 
increases and other increases In costs. 

That monopoly-dictated $9 increase is not the product of wage in- 
creases, Or Minimum wage laws, nor will any increases in the future 
in such industries result from extending coverage and increasing the 
minimum wage. 

There are also the defenders of the powers and functions of State 
and local governments who oppose this bill. Farmers Union believes 
in the principle of keeping functions as close to the local level as 
economic commonsense will permit, but we know full well that it 
is not possible for the States to assume responsibility for setting a 
uniform minimum wage level for the Nation. 

Industry and prices and production are national in scope and 
function. Regulations must likewise be national. No State can long 
afford to step out ahead of other States on wages and other matters 
which place its own businessmen or farmers at a disadvantage with 
those of the other States. Opponents of State minimum wage bills 
contend also that government should be kept close to the people, but 
they have killed such bills with the argument, among others, that it 
would create unfair conditions for business within their State. 

The contention that in a highly integrated economy local or State 
governments can effectively regulate competitive conditions among 
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private business is as outmoded as it is hypocritical. If busmessmen 
and farmers are to get a fair break in competition such economic 
regulations as exist must be Federal. 

There is also the argument that the passage of this bill would add to 
the cost-price squeeze on farmers by increasing costs. In terms of 
type and number of workers affected by this bill and the amount of 
the increase in wages, this is a dubious argument. It is an argument 
based on economic assumptions which do not take into account the 
importance of increased purchasing power and the absolute necessity 
for a higher rate of economic me The farmer cannot solve his 
problems by holding down the pureh: ising power of his customers. 

The principal problems of the family farmer run to the cost-price 
squeeze resulting from administered prices, a regressive tax system, 
the high cost and limited availability of credit, the impact of chain- 
stores and feed manufacturers taking over control of farms, mechan- 
ization, the slow rate of economic growth, and the inability to get 
control over production and to secure a rational farm price support 
program to protect himself from the full impact of market forces 
beyond his control. 

Tle cannot rise to prosperity on a slogan of beggaring his neighbor— 
and his best pote ntial customers—the lower income groups who would 
be benefited by the passage of this bill. 

The weakest of all arguments posed for the purpose of defeating 
this bill is that low wages are an evidence of surplus labor in an area 
and that the artificial raising of wages will interfere with the flow of 
mvestment funds into impoverished areas to exploit the low wage 
structure. 

This argument, logically, rests upon the assumption of the existence 
of a highly competitive economy where the factors of production are 
moved around like chessmen. It is absurd on its face. If this kind 
of economic mumbo-jumbo had any degree of real meaning, we would 
not have the pockets of unemployment and depression that exist today. 
For many decades, wages in some areas have been markedly below 
wages in other areas of the country. Inequities still exist in contra- 
diction of theories of economic mobility put forth by opponents 
S. 1046, 

We believe in reckoning with the economy and the forces at work 
constantly changing the economy on a realistic basis. We would 
much rather rest the fate of the family farmers of America and of 
those who depend upon them and consume their output on the devel- 
opment of a rational, functional economy through democratic proc- 
esses of government. 

We urge the passage of S. 1046 or some similar measure as one more 
milestone on the road to a better life for all of our people. 

I would like to bring my remarks to a close by talking a bit off the 
cuff on my own personal interest in S. 1046. 

Taman Indiana farmer. My wife and I own 800 acres and we have 

ot it all of our adult life until recently when I became president 
the Indiana Farmers Union. My son-in-law now operates the farm. 
We have a livestock farm on which we raise about a million pounds of 


broilers a year and a couple of hundred head of cattle and hogs. We 
also raise about 600 acres of grain. 
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Asa farmer, I am very much interested in selling farm products. I 
know that if the lower income people get a little more money a very 
large percent of it goes to buy agricultural commodities. 

Therefore, I am particularly interested in seeing the lower income 
segment of our economy paid more money to buy my products. 

That is kind of a selfish reason, but I also have another reason in 
appearing. I have a moral reason for my support of increasing the 
minimum wage and extending coverage to more workers. I believe 
that we or reached a time in our Nation and in the history of the 
world when we can erase poverty and want. It can’t be done by just 
a few good-willed people as you and I might be, Senator Kennedy. 
And so I think it must be done by legislative action. 

I know that there are many pinss are opposed to this kind of a bill. 
I know that some farm people say, “It will raise our costs.” But I 
counter that by saying that the ‘Ghia IT buy are manufactured by 
laborers who in very few cases, if any, would be in the category to 
be benefited by the bill. 

Take the chemical and petroleum workers; I don’t think many of 
them work for less than $1.25 an hour anymore. Railroad employees; 
very few of them work for less than that. 

And a large percentage of our costs on the farm come under those 
headings. Utility workers as a whole, except what I heard this after- 
noon, are paid more than $1.25 an hour. And, of course, the farm 
implement and steelworkers would not be interested in any discussion 
of $1.25 an hour. Those are the people that are able to get wages out 
of the things that T buy. 

Some say that this is very inflationary, that it would raise the costs 
and would be inflationary to our whole society. Now if most of the 
wages that are increased for these lower income people is spent for 
food, I will assure you that there should be no inflationary boom 
because food we have in abundance. 

If raising wages, most of which will be spent for food would be 
inflationary, I need a new economics teacher. 

I also would like to point out that the provisions of this bill must 
be administered at the a level. 

Those who claim it can be done by the States are only wishful think- 
ers. It just can’t be done because it would bring competition between 
the St sien which would prevent any minimum wage legislation. 

We as farm people want to see our city cousins who are not able now 
to buy adequate nutritional diets to be able to do so under legitimate 
wages paid by American industry. 

I thank you, Senator. 

Senator Kennepy. Thank you, Mr. Raber. 

Senator Clark? 

Senator CLark. No questions. 

Senator Kennepy. I think your testimony, especially your com- 
ments on this problem of people living on 75 or 80 cents an hour— 
obviously at that wage they are living on an inadequate diet. The 
previous witness made some reference to the fact that the prevailing 
wage in some communities was between 50 and 75 cents an hour. 
Those people can’t even exist at that kind of a wage unless they are 
living in a house where someone else is earning a much better salary. 
So that if you are able to increase the wage so that there could be more 
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adequate consumption, a good percentage of that would go into the 
purchase of food. That would serve to help the people involved and 
it would also serve the national economy. I think that is a very good 
point. 

Mr. Raper. Yes, sir; I think that even that pay would not buy 
enough of my 15-cent chickens for an adequate diet. 

Senator Kennepy. Is that what they are selling for? 

Mr. Raper. You see, we have had to sell them for even less than 
that. Eggs are about 18 cents a dozen in our community. 

Senator Kennepy. You produce broilers ? 

Mr. Raper. A million pounds a year. 

Senator Kennepy. There is not enough consumption in the market ? 

Mr. Razer. They are not eating enough chickens to meet the cost of 
production. 

Senator Kennepy. I want tothank you gentlemen. 

Mr. Harry Scott of the United Paper Makers & Paper Workers and 
also Mr. Andrew J. Biemiller, legislative director of the AFL-CIO, 
Washington, D.C. 


STATEMENTS OF HARRY SCOTT, UNITED PAPER MAKERS & PAPER 
WORKERS; AND SEYMOUR BRANDWEIN, ECONOMIST, AFL-CIO 


Mr. Scorr. I am not going to take your full time to read this docu- 
ment because the subcominittee has it. 

I do want to hit some of the highlights and leave most of the time 
that might be available for any questions that you gentleman may have 
in mind. 

We submit herewith for consideration a statement which, in our 
opinion, offers ample reasons why the testimony of so-called small 
producers at your previous hearing in opposition to full wage-hour 
coverage of logging workers should be heavily discounted. 

Our statement sets forth the following facts: 

1. These supposed small producers are in fact middlemen or brokers 
under contract with papermills, who subcontract their work to the 
bona fide small loggers. 

2. By contracting with numberous operators employing fewer than 
12 workers, these small producers effectually circumvent the intent of 
the law; for in practical terms the employees of the bona fide small 
loggers are really employees of the middlemen. 

®. The bona fide small loggers cannot pay a living wage to their 
workers because the price of wood is controlled by the papermills, 
Whose substantial abdbnen of timberland are used as a real or potential 
threat to the market of the small loggers. Any bona fide small logger 
who protests against the system is subject to economic reprisals (as in 
the ease of Luther Harvison). 

4. Thus the terms of the present law, exempting loggers employing 
12 or fewer workers, has given rise to a feudal system in this industry 
which effectually denies the protection of the Fair Labor Standards 
Act. to many thousands of exploited workers. 

We believe the testimony of these so-called small producers con- 
stitutes a disgraceful attempt to hoodwink the members of the Senate 
Labor Committee and we appeal to the subcommittee to extend to log- 
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ging workers the minimum economic justice to which they are entitled 
as American citizens. 

We in the United Paper Makers & Paper Workers have a special in- 
terest in S. 1046 because one section of it involves the logging industry, 
which is closely allied with our own. 

We feel that undesirable economic and social practices in logging 
must invariably have a regressive effect upon our own industry, quite 
apart from our svmpathy for the logging workers as fellow Americans. 

Therefore we appreciate this opportunity to present the real facts 
supporting S. 1046 in eliminating the 12-man crew exemption granted 
to the logging inaustry under section 13(a), paragraph 15 of the Fair 
Labor Standards Act as amended. 

It is unfortunate that the hearings of the Senate Labor Committee 
were able to include only one genuine small timber producer among 
the many witnesses—most of whom spoke for larger elements in the 
forest products industry. 

The one man who was courageous enough to testify found that 
economic sanctions were being placed upon him the minute he arrived 
home. The tight organizational discipline of the large processing 
industries—particularly the paper industry—has succeeded in stifling 
any genuine understanding of the real issues by preventing testimony 
from those who have most at stake. 

It might be well to examine some of the principal witnesses who 
have testified before the subcommittee and the background from which 
they develop their case, since it is pertinent to an understanding of 
the position they have taken on the 12-ami in crew exemption given the 
logging industry under the 1949 amendment to the Fair Labor Stand- 
ards Act, section 13(a), paragraph 15. 


THE HEARINGS AND WITNESSES 


Testimony was taken from three groups of witnesses: (1) Repre- 
sentatives of the trade and forestry associations which are largely 
supported by the larger papermills, despite having such names as 
Forest Farmers Association, Timber Producers Association, loggers 
associations, and so forth: (2) a number of so-called timber pro- 
ducers who are in fact middlemen or brokers affiliated with and oper- 
ating under contracts with the papermills in wood procurement; and 

(3) officials of unions representing organized labor in the forest 
industries. 

With the one exception of the small producer noted above against 
whom economic pressure has been applied, none of the so-called sub- 
contractors or small independent timber producers nor their employees 
dared to be present for fear they would be cut off from their pulpwood 
market and their livelihood. 

The trade and forestry associations who sent spokesmen are closely 
tied to the paper industry itself which supports them through paying 
the largest portion of their dues, despite the claims made that they 
represent so many small forest owners, loggers, and so forth. 

The American Pulpwood Association, though it includes many 
small loggers, is primarily an instrument of the raw material pro- 
curement officers of the pulp and paper industry. 
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The Forest Farmers Association of Georgia claims to speak for 
small forest owners but, in fact, receives most of its support from the 
pulp and paper industry. 

The same is true of the Northeastern Loggers Association and the 
Timbers Producers Association of Wisconsin and Michigan. The fact 
that the buyers of pulpwood pay for most of these associations’ oper- 
ating costs precludes their taking an independent position or speaking 
for the interests of the timber producers and small loggers who make 
up some of their membership. 

A case in point is indicated in the spokesman for the Northeastern 
Loggers Association. He has indicated that he was assistant admin- 
istrator of the Pulpwood Division of the Office of Price Stabilization 
during the Korean war. 

The history of the operation of this agency is set forth in Report 
No. 240 of the Senate’s Select Committee on Small Business (app. C). 
The following concluding paragr aph from this report describes exactly 


what happened under this witness’ administration of the Pulpwood 
Division: 


One other aspect dealing with the administration of price-control programs 
affecting raw forest products producers has become apparent as a result of the 
OPS experience. The pulpwood section of the OPS Forest Products Division 
was staffed by industry officials. No one was present to make the case for the 
independent timber producer, nor were any independent producers represented 
on the Pulpwood Industry Advisory Committee. This group was composed 
entirely of papermill timber-procurement officers, along with a few contract sup- 
pliers. The resulting action, unfavorable to the independent timber producers, 
was almost a foregone conclusion. 

It should be pointed out that the main accomplishment of this 
OPS Division was to roll back pulpwood prices in the middle of the 
operating season without a corresponding rollback of paper prices, to 
the great detriment of the small producers in the Lake States and to 
the great profit of the papermills. 

The head of this Division was from the International Paper Co.; 
Mr. Waldo, his assistant, from Parker- Young, subsidiary of the Fran- 
conia Paper Co., of New Hampshire. The chief economist was re- 
warded with a comparable job with the American Paper & Pulp 
Association, and the chief legal counsel was appointed to a top-legal 
. . v . x . o~ r . . - eo 
job in National Container Corp. The small loggers received a $2 
million loss in the middle of the operating season of 1951-52. 

These men are, therefore, spokesmen for the pulp and paper indus- 
try, despite any claims to the contrary or use of other organization 
names. As spokesmen for the industry, they are anxious to keep raw- 
material prices as low as possible. 

At this point it might be well to review the record of exactly what 
the trend of pulpwood prices has been since World War II. Here 
again the Senate report of its Small Business Committee serves as : 
source of information. 

Table VII and accompanying figure 1 set forth what has been 
happening in pulpwood prices. 

I have included a chart which gives you an indication of what is 


happening with regard to pulpwood i in relation to the various price , 
indexes. 
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(The table referred to follows :) 


TABLE VII.—Forest products prices compared with other indezes, 19 46-56 * 


[1946 = 100] 





whole- Pulp News- | States | ern pine 
sale and print Lumber | pulp- | pulp- 

com- paper | price! price 4 wood § wood 

modi- | price? | |(weighted| price ® 

ties 2 | | average) | 


porate and 

profits allied 
(after [products 
tax)? | (after 


Ail Lake | South- south. | Ai All cor- Paper 
i 


| | 
1946 __- ; 100 | 100 | 100 | 100 100 | 100 | 
Sedceeee : 130 122 | 136 104 | 108 | 135 
OU eo 142 143 135 | 180 108 116 152 
1949 133 144 | 138 166 108 | 109 118 
ee. 5... 135 141 194 110 118 165 
es 159 153 210 148 138 143 
165 167 204 | 137 | 138 22 
169 174 | 200 130 138 127 
168 | 175 | 198 132 138 
179 176 204 134 143 
191 180 | 206 134 145 156 | 
194 | 196 | 200 | 134 | 145 | 151 


! All prices have been adjusted to the 1946 base as 100 to reflect relative changes and rates of comparative 
change since the last OPA price 

2 “Statistical abstract of the United States, 1958"’, U.S. Government Printing Office. 

3 Op. cit. 

4 Op. cit. 

$“Forest Products Price Reviews, 1945-57"’ published by University of Wisconsin Extension Forester, 
Madison, Wis. 

6 “Demand and Price Situation for Forest Products 1958""—U.S. veree of Agriculture, 1958 

“National Income Numbers, Survey of Current Business, 1947-58,’’ U.S. Department of Commerce 
Office of Business Economics. 

Note.—Another report by the industry itself—the American Paper & Pulp Association's statistical sum- 
mary, is set forth on p. 41 of the same Senate document: Paper prices rose 39.1 percent; paperboard price’ 
rose 28.1 percent; labor cost per ton rose 28 percent; equipment costs rose 50 percent; pulpwood costs rose 
9.5 percent (1947-54); profits after taxes rose 70 percent; all wholesale commodities rose 18.7 percent (from 
BLS annual reports). 


Mr. Scorr. From the above data it is not difficult to see why spokes- 
men for the industry are anxious se see that pulpwood prices are kept 
at very low levels. Price is related to the 12-man logging crew examp- 
tion both as a raw material cost to industry and as income to weeds- 
workers. 

The representatives of the so-called small loggers are, in fact, mainly 
brokers and agents of the papermills who are given large contracts for 
pulpwood which they in turn subcontract to genuine small loggers. It 
will be noted that none of them in their testimony described their exact 
relationship with the papermills, that is, how large contracts are 
awarded, how much financing they received from the mills for making 

cash advances to the so-called small loggers, how their pulpwood was 

measured without benefit of State supervised scales or standards of 
grading, how much commission the mills paid them per cord, nor 
how much pulpwood they actually produced on operations they them- 
selves operated and how much they actually bought from the small 
part-time farmers. 

Examination of the record shows that many of these men are the 
very same ones as those who have also responded to the call of the in- 
dustry whenever it needed grassroots support. 

In 1956 when the Congress included a directive in the soil bank 
bill to the Secretary of Agriculture to begin collecting and disseminat- 
ing information on markets and prices “of forest products, many of 
these same names appeared on numerous telegrams urging elimination 
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of the proposed amendment which all but snowed the joint conference 
committee. At hearings of the Select Committee on Small Business 
many of these same people sent in statements and appeared as spokes- 
men of small business. 

The Senate Labor Committee might well examine the fact that 7 of 
the prepared statements submitted earlier in these hearings were run 
off on the same mimeograph machine. 

The basic fact is that they are not small business but instead agents 
of the papermills’ wood procurement departments. 

They are given large contracts on pulpwood along with the necessary 
amount of working capital to advance to the small ‘producers to whom 
they parcel out portions of their larger contract. 

All pulpwood cut by the smaller producers must go through this 
middleman-agent- broker -dealer who obtains a commission or bonus 
for performing this service for the papermill. 

The only genuine small producer who appeared before this com- 
mittee was one of these subcontractors. None of the thousands of 
others dared to appear. The ability of the paper industry for con- 
cert of action was clearly set forth in the Attorney General’s report 
in 1958 on the newsprint industry. 

* * * In his report dated May 9, 1958, the Attorney General stated that the 
newsprint industry— 

“* * * displays several manifestations that could well indicate the inade- 
quacy or absence of true competition among its individual members. Uniform 
prices established by a highly developed procedure, reinforced by a zone pricing 
system and facile interchange of intimate statistics of supply, demand, cus- 
temers, and mill performance, give a clear impression of industry solidarity. 
Long-term contracts, many with end-use restrictions not clearly related to nor- 
mal business requirements, effectively eliminate competition as to large shares 
of tonnage requirements for long periods. Considering the long record of this 
industry’s readiness to concert of action, coupled with its active unwillingness 
to supply the information base upon which the reality of these apparent factors 
could be fully measured, there can be no feeling of assurance that competition 
regulates this industry’s course.” 

In this connection it is of interest to quote from Senator Proxmire’s 
opening statement made at the Superior, Wis., hearings of the Senate 
Small Business Committee on November 13, 1959. 

Senator Proxmire made this statement because a number of small 
producers had been threatened by retaliation by the papermill pulp- 
wood officers. ‘The day prior to the Superior hearings, the paper- 
mills called a full day meeting at the Spalding Hotel in Duluth to 


prepare testimony for their captive loggers and have them rehearse 
their statements. 


I hope you will bring out some of these issues * * * and * * * that you will 
speak frankly and to the point. I hope that none of you will hold back because 
you fear that your market for lumber or pulpwood will be shut off. If that 
should happen at any time I want to know about it. That should not happen 
ina country which prides itself on freedom of speech. 


A number of important points bearing on the small timber pro- 
ducers’ relationship to the paper industry were brought out at the 
hearings of the Small Business Committee which pertain directly to 
the situation confronting this industry. 

But it is of significance to point out that the Select Committee on 
Small Business of the Senate did not include the problems of the 
papermill contractors nor of the subcontractors, since they were not 
considered to be genuinely independent timber producers. 
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The contractor-dealers testified time and again that they had no 
problems and that their employees were making large incomes. 

Nevertheless the census of 1950 showed that the average income per 
full-time forest worker was $2,227 compared with $3,024 for all 
workers. 

It. is thus apparent that the subcommittee has heard the position of 
the large employers only, through the presentations of a number of 
so-called forestry and trade association representatives and con- 
tractor-agents masquerading as spokesmen of small business. The 
representatives of labor unions—the Carpenters and Woodworkers— 
did speak for the unorganized workers in the woods. 

The interest which the industry has in this situation is to hold pulp- 
wood prices at levels well below what might be equivalent to the levels 
of the other prices. Since the price of pulpwood in this situation di- 
rectly bears on the income of subcontractors and what they are able 
to pay the woods workers they are significant to this problem. Just 
how the 12-man logging crew exemption functions is directly related 
to the cost structure of pulpwood. It is of interest to point out that 
pulpwood prices did not once come in for mention by the captive 
spokesmen of the industry. 


THE ORGANIZATION AND ECONOMICS OF PULPWOOD PRODUCTION 


The American Pulpwood Association’s spokesman, Mr. Willard 
Bromley, indicated that a survey by his organization had developed 
the fact that in 1956 there were approximately 50,000 separate log- 
ging firms operating in the United States divided as follows: 14,000 
regular producers whose output exceeds 1,000 cords per year (63 
percent of the total pulpwood production) ; 35,000 small producers 
(part-time farmers, farmer-loggers, and small forest owners) whose 
output is less than 1,000 cords (28 percent of the production) ; and 
over 600 logging operations run by the paper companies themselves 
(9 percent of production). The statistical gathering agencies of the 
U.S. Government do not gather this type of data. 

It is of interest to relate these classifications with those given in 
the Senate Small Business*Cammittee report referred to above. 

Senator Ciark. Mr. Scott, let me interrupt yeu a minute. 

I want to take your statement and study it with some care. You 
will recall that I was sort of a pinch-hitter at that hearing at which 
the pulp and paper people testified before this subcommittee earlier in 
this session, and I am afraid you are quite right in saying that the 
case made by the union representatives that day was not quite what 
you had hoped it would be, and I grant you that in rebuttal. 

_ But generally speaking the pulp and paper industry of the South 
is not unionized, is it? 

Mr. Scorr. The basic pulp and paper industry is, the mills; yes, sir. 

Senator CLark. But the loggers are not? 

Mr. Scorr. The loggers are not, and I would say there may be a very 
small percentage which may be 1 percent of some of the lands which 
the company owns and are operating by their own employees which 
are limited in number. 


There may be a few isolated cases of those being organized but gen- 
erally speaking they are not, sir. 
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Senator CrarKk. What I mean is that there is no substantial labor 
organization in the South ¢ 

Mr. Scorr. That is correct, sir. 

Senator Crark. Is this true generally through the rest of the 
country ¢ . 

Mr. Scorr. As far as I know, it is, because there is no way of being 
able to, because of the various laws that exist, there is no way of those 
individuals gaining representation through a union. The National 
Labor Relations Board calls them small businessmen. Yet when you 
observe them, they are riding around in broken down trucks. They 
are parading up and down Main Street and paying what bills they can 
with patched overalls and so forth. But yet the labor board says these 
men are small independent businessmen. 

Senator CiarK. You will recall that the testimony that day was 
quite openly and strongly antiunion. 

Mr. Scorr. Yes, sir. 

Senator Crark. Do I understand you to say that in the Northwest 
and in the Middle Western States such as Michigan and Wisconsin, 
that condition does not prevail or does with respect to unionization. 

Mr. Scorr. Iam not completely familiar with the Northwest. How- 
ever, in the Midwest the same condition generally prevails there where 
pulpwood producers have tried unsuccessfully to form co-ops to handle 
this need for organization, 

Senator Ciark. Perhaps Mr. Biemiller will know whether that con- 
dition exists in the Northwest. 

Mr. Bremuter. I regret tosay I do not. 

Senator Criark. I assume your position would be that if you had 
been able to organize the loggers, that we would not have this minimum 
wage problem. 

Mr. Scorr. That would be one of the solutions. I might say, Sena- 
tor, for clarification primarily my testimony is in regard to the pulp- 
wood division of the logging and so forth. 

Senator Ciark. I understand. 

Mr. Scorr. So I am not completely familiar with the strictly small 
log sawmill operations as I am with pulpwood. 

Senator CLark. But your principal point is that the way the log- 
ging and also the pulpwood industry is unorganized, that the gentle- 
men who came to testify before this committee were not in effect inde- 
pendent operators and independent employers but were agents of the 
mills? 

Mr. Scorr. Yes, sir. 

Senator CLark. Subject to their economic domination ? 

Mr. Scorr. I think the proof of the fact is this: Between 1945 and 
1958 the prices of important production cost items, for example, such 
as trucks, gasoline, and tires increased from 56 percent up to 180 
— while the pulpwood sold to the papermills hardly went up at 
all. 

Yet in reading the testimony I notice that none of these so-called 
spokesmen who were opposed to this bill mentioned anything about 
how they were being oppressed by prices maintaining a status quo. 


1 For specific details on these items see also the table in Mr. Scott’s testimony before the 


Jan, 31, 1959, hearings of the Senate Small Business Committee as published in the 
pecord of the hearings. 
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The fact of the matter is that during this period of 1945 to 1958, 
and I am only speaking now with reference to one particular location 
but I think it is a general picture of the situation as a whole, the 
price that was paid for pulpwood remained status quo without in- 
creases anywhere near to the cost of the equipment needed in 
production. 

Another serious hardship developed when the papermills went 
from measuring on a cord scale basis to a weight basis. The men who 
were selling the wood figured that they took a cut of $2 or more in 
the price per cord of wood. 

Senator Crark. So that in effect what you are saying to this com- 
mittee is that we ought to look through what you consider to be a 
screen and determine that the opposition to the increase in the mini- 
mum wage comes not really from these small independent operators 
who would be put out of business, but from their employers and those 
who dominate them economically, the big mills in the pulpwood 
industry ? 

Mr. Scott. That is correct. In effect what I am saying is that 
the man who is actually cutting the wood, the man who 1s delivering 
the wood to the mill, that is not the man who has had the « »pportunity 
té appear here and tell you how he feels about the situation and why 
he needs protection under this law. 

Senator CLtark. Thank you very much. 

Mr. Scorr. Reference to the chart showing logging establishments 
by a and the number of people employed in all of the United 

»s for 1954, can be used as another basis for comparison. 

It 3 is very interesting to note the first two items from this chart rep- 
resent 89 percent of the total establishments, and these total establish- 
ments represent 45 percent of the number of employees, and that the 
percent of the total value added by manufacture represents 41 percent 
of the value added by manufacture. This chart would indicate that we 
have a situation where approximately 50 percent or more of the indus- 
try is covered by the law, and the other slightly under 50 percent is not 
covered. 

Yet we seem to have no squawk from anybody as to why one has 
a so-called economic advantage over the other within the same industry. 

(The table referred to follows :) 


Tasie I.—Logging establishments, by size, number of employees, 1954 
(all United States)* 





| | | 
Percent : | Number | Value added | Percent Average 
Number firms of total | Size of firm ofem- | by manu- of total value per 
| ployees | facturer value firm 





lto4 employees... 19, 653 $92, 798, 000 | 24 | $10, 100 
5toQemployees...| 14,742 | 64. 792,000 | 17 | 32, 000 
10 to 19 em- 11, 962 61, 690, 000 16 70, 500 
| ployees. | 
3.6 | 20 to 99? em- 18,375 | 110, 293, 000 | 28 | 221, 000 
| ployees. | | | 
.4 | 100 and over ?__. 10,416 | 60, 352, 000 | 15} 1, 350,000 


Total (12,865) __. 100.0 | ave VTE 75, 510 | 380, 928, 00 | 100 | 30, 250 
| | 


1 Bureau of the Census, U.S. Department of Commerce, ‘(1954 Census of Manufacturers-Lumber and. 


Timber Basic Products,’’ Bulletin MC24A, tables 1, 2, 3, 4, and 5B. 
2 Many of the larger logging firms are contract loggers, not independents. 


Note.— Detailed figures may not add to totals because of rounding. 
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In the last several years the pulp and paper industry has been con- 
suming more than 30 million cords (128 cubic feet of pulpwood). 
Ace ording to the 1956 data supplied by the American Pulpwood Asso- 
ciation, about 80 percent comes from farm and other individually 
owned private lands, nearly 5 percent from National and State forests, 

and the balance either from company owned and leased lands and from 
company logging operations on a variety of ownerships. 

Except for the pulpwood which is hauled by truck into and pur- 
chased direct by the papermills, nearly all of the rail hauled pulpwood 
is assembled by and sold through dealers and contract operators. 

Many mills use a ticket rationing system to parcel out truck lots 
among producers. The contractor and subcontractor system flour- 
ished on rail-hauled pulpwood which makes up the bulk of the 
industry’s input in most parts of the country. 

Rural poverty and lack of alternative employment, coupled with 
rapid regrowth of the pines and hardwoods used in pulping, has 
encouraged abundant production of pulpwood even at current low 
prices. 

rhe large contract holder arranges for and parcels out orders among 
many smaller operators whom he usually finances by advancing com- 
pany or his own credit, and thus limits the sales opportunity ‘of the 
producer to this one buyer. There is no competition among buyers 
either on a price basis or any other, and sellers must all take one 

market outlet or none. 

To give added control over the supply and hence, the price of 
yulpwood the companies operate their own tree farms and operate 
hei own logging jobs on purchased stumpage. It was shown that 
about 10 percent “of the papermill wood input comes from company 
operations with another 5 percent from contracted wood on company 
owned or leased lands. 

Statements by the officials of various paper companies have indi- 
eated that they would like to raise this figure to about 25 percent of 
their total wood input. Company-produc ed wood has many advan- 
tages. It gives them a leverage on the price of all other wood pur- 
chased from the outside including their own contractors. 

Even if fair labor standard minimum wages are paid and the 
company’s books show that the wood is produced at a higher price 
than the wood purchased on the market, it is an important leverage. 

Losses on logging and forestry in integrated operations may be 
partially subsidized by income tax carryover from manufacturing 

ag Many a threatened strike by discontented timber producers 
as been averted by the company expanding or simply passing out a 
rumor that it was going to expand cuttings on its own tree farms. 

One of the main reasons that subcontract operators are forced to 
pay low wages and piece cutting rates is bee ause the price of pulpwood 
is so low that there is no margin for paying better wages. Only one 
contract operator witness indicated that perhaps the solution lies in 
raising the price of wood delivered to the consumer. And then he 
stated that it is governed by market conditions. He did not know 
the price of pulpwood is established or how it can remain the same 


year in and year out without any change while as one small producer 
put it, “everything else has went up.” 


41681—59—_67 
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The Senate Small Business Committee’s investigations resulted in 
a recommendation that the Department of Justice and the FTC in- 
vestigate pulpwood price-fixing by the paper industry. 


THE 12-MAN EXEMPTION 


But an improvement in prices of pulpwood which would benefit 
the independent timber producers without. question would not. neces- 
sarily be reflected in an increase in the price received by subcontract 
timber operators nor in better wages for their employees. 

The reason for this would be the continuance of the 12-man logging 
crew exemption of the Fair Labor Standards Act. Unless and “until 
this exemption is eliminated, small timbermen could and probably 
would continue to be victimized by the larger contract operators who 
control credit and market outlets. 

The latter would simply increase their margin of profit. 

But the elimination of this exemption would leave them no other 
alternative but to pay a price enabling pulpwood producers to pay 
the legal minimum wage or go out of business. Since the paper com- 
panies need these smal] produce ‘rs, they would see to it that most of 
the price increase was passed back to the woods operators and their 
employees. 

Although no mention was made in the hearings, the treatment of 
small producers as independent contractors relieves the papermills 
of their responsibilities for workmen’s compensation and social secu- 
rity payments. At present pulpw ood prices, small producers simply 

cannot absorb these costs. This is the reason for the 12-man-crew 
exemption. 

Examination of the objections of the spokesmen for the industry 
masquerading as small producers to the exemption boils down to 
these points: The difficulty of keeping track of time spent on the job 
for men paid in piecework; the extra amount of re¢ sordkeeping which 
would be required: and the fact that the industry is operating in the 
woods with large numbers of handicapped people who can’t produce 
up to the dollar an hour minimum wage. 

The real reasons are not given and most of these are irrelevant and 
invalid objections. 

The original regulation issued by the Wage-Hour Administrator 
in which the employer's experience should be sufficient to enable 
him to know whether employees under his supervision were turning 
in accurate time records or not with production to show for time 
spent. 

Adequate time and motion studies are available to show how much 
pulpwood at different speeds a man can cut in an 8-hour day. 

Other employees on a logging operation are paid by the hour and 
no more additional work is necessary in keeping records on these 
The papermills have actually discouraged operators from keeping 
accurate cost records for fear that they would find out how much 
money they were losing at current prices. 

A simple account book is all that is needed and anyone intelligent 
enough to run a logging operation of 6 to 12 men is intelligent enough 
to keep a simple set of books. Most of the larger contractors who 
testified keep regular accounts. As Mr. Hartung pointed out, the 
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woods are no place for handicapped and older workers—the accident 
rate in logging is too high as it is. Very few are actually employed 
in the wade ds despite the frequent reference to them by industry spokes- 
men. They could be used to keep the books and records needed in the 
future. The argument is completely specious and beyond the point 
and needs no answering. 

With respect to the 14-week seasonal exemption for overtime pay, 
there is much question over the justice of such a special treatment. 

It is certainly true that icing roads in winter must be done quickly 
and that peeling pulpwood when the s sap is running can only be done 
in a limited period. But overtime work is overtime work and should 
be rewarded proportionately. Requiring that sap peeling of pulp- 
wood be paid for at standard overtime rates may force many pro- 
ducers into jointly acquiring mechanical log peelers which can in- 
crease output and the margin needed for a higher wage standard. 























CONCLUSIONS 


































The basic issue at stake in this case is the payment of living wages 
and social costs of unemployment, accident, and old-age insurance to 
people who work in the production of pulpwood and other timber 
products. The combination of market power over prices of pulpwood 
exercised by the paper industry which keeps them abnormally low is 
aggravated by an exemption in logging to make for exploitation of 
both people and forests. 

With so little margin there is little incentive to practice modern 
forestry—ruination by clear cutting on most farm woods prevails 
throughout the South despite the slick paper advertising about little 
tree farms. 

It has been shown in testimony presented by Mr. Kenneth Davis, of 
the United Brotherhood of Carpenters & Joiners, that since 1949 when 
the present exemption was enacted into law, timbering operations have 
changed markedly from company-operated establishments to contract 
ope rations. 

This has made it possible for the large timber-consuming industries 
to escape responsibilities for which every other industry in America 
is held responsible—the payment of a living wage scale. 

We strongly recommend that not only the present 12-man logging 
crew exemption be eliminated but that dominant process or purchasers 
of forest and other raw-material products in area with little or no 
outside competition be held legally responsible as the employer of 
raw-material producers regardless of whether producers are by the 
week or by the hour, and further, that they be held legally responsible 
for workmen’s compensation and social security costs. U.S. Forest 
Service studies show clearly that the 10- to 14-man mechanized logging 
crew is the most optimum and efficient size—not the break-even-point 
size. Crews of 4 to 6 men who do considerable handwork are more 
apt to fit this latter definition. 

Elimination of the 12-man exemption will not hurt nor affect the 
farmer who hires oie to cut and then sells pulpwood from his own 
woods since he already is required to live up to it. 

It will require that the unfair system of contracting and subcontract- 
ing either be eliminated or revised in such a way to ) make for greater 
economic freedom on the part of the small producer and his em- 
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ployees—freedom from economic sanctions, freedom from a low wage 
scale and freedom from a fear of unemployment and uninsured 
accidents. 

There will still remain unsolved problems, however, until the ree- 
ommendations of the Senate Small Business Committee are effectuated. 
Small pulpwood producers will still have to depend upon a single 
source of credit—that offered by the buyer of their product and thus 
lose the opportunity for a choice of markets. 

They will still be dependent upon the buyer for such price and 
market information until impartially collected data are made avail- 
able by the Department of Agriculture. They will still be subject 
to monopolistic pricing of their principal product—pulpwood. 

And finally there is the issue of economic dise ipline which has con- 
fronted this committee in the case of the one genuine small producer 
who dared to speak out. 

All of the thousands of others dare not raise their voice for fear of 
losing their markets for their pulpwood. Here is an issue on man- 
agement relations which the McClellan committee might very properly 
investigate. Small timbermen will speak out privately on their 
problems and if protected from economic sanctions will speak for the 
record. 

It is a pure and simple case of the large companies exercising su- 
perior economic power to keep the small unorganized pulpwood pro- 
ducer from attaining the dignity of equal rights at the bargaining 
table. 

Senator Kennepy. One of the points raised in the testimony is 
that the peeling season for example is very short. It may only go 
for 6 to 14 weeks according to the kind of trees that you peel and there- 
fore during that period you may have to work longer hours, so that the 
minimum wage is not the 40-hour week which might be ideal for manu- 
facturing but it is not so applicable to this kind of business. Do you 
have any thought on that? The point is also raised that the weather 
may be bad and it m: iy be impossible for 10 da vs to go into the woods. 
But they can go in in good w eather and must work longer than 40 hours 

that week even though in the previous week they may have not worked 
at all. What is your answer to that? 

Mr. Scorr. There is no question that the industry is confronted with 
that particular problem. It boils down to w hat is justice? Is it 
correct and economically sound for an individual who works so many 
hours to receive overtime? And certainly I don’t think that we ought 
to be in the position as legislators to say that this individual on the one 
hand is not going to be subject to these same conditions whereas some- 
one else is entitled to it. So I think really it boils right down to the 
situation of : Is it fair to begin with, and if it is, then certainly it should 
be met by all those w orking i in the industry. 

Senator KEnNeEDY. Then the second thing i is they say that it is very 
difficult for them to keep track of the hours. 

When people are away in the woods, it is difficult to keep track of the 
hours. 

Mr. Scorr. I think that is a sidetracking argument. Anyone who 
is in the business of producing pulpwood or “logging, they have a 
very good idea as to what the men are producing ‘and ‘whether or not 
if it is on a voluntary basis and they are turning in their hours, it 
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certainly does not take a mathematician or even a man with a high 
school education to be able to analyze very quickly whether that indi- 
vidual is padding his hours. And he can be fired. So I think that 
that is really a side issue that really has no bearing on this, because 
I think some of them are keeping records. 

Senator Krennepy. Once again we get into the question - the 
prevailing wage, particul: uly in the South. Do you think a $1.25 
minimum wage is too high for these workers? 

Mr. Scorr. As far as the pulpwood handlers are concerned, they 
are woul right around and in close proximity to the mill towns. 
I would say there may be exceptions but probably within a 50-mile 
radius of the mill towns, so far as delivering wood by truck, in most 
of these papermills we have the basic labor rate somewhere around 
$1 to $1.82 an hour and any other industry in that community, theirs 
are proportionately higher too, maybe not up to the maximum that 
we have, so there is quite a bit of skill, and certainly a tremendous 
amount of hard labor in regard to the people who are cutting this 
wood and deliver ing it. 

Senator Kennepy. Do you have any comment to make on this, sir? 

Mr. Bremner. Not on this issue. 

Senator Kennepy. We want to thank you very much, Mr. Scott. 
I think your testimony will be very helpful because this question of 
logging is probably one of the most difficult before us and is surrounded 
with the most powerful interests. 

Mr. Scorr. May I add just one more point in regard to the testi- 
mony about the use of so many handicapped individuals? 

Senator Kennepy. There has been some testimony also before this 
subcommittee including your own which suggests th: at companies are 
encouraging the independent logger types of operation in order to 
take advantage of the so-called 12-man exemption. 

Isn't it a fact though that there has been no appreciable change in 
the proportionate share of pulpwood being produced by companies 
operating since 1950, the year the exemption became effective ? 

I have before me some figures. With the agreement of Senator 
Prouty’s staff I will turn these questions over to you and perhaps 
you could furnish your replies to them to the committee before the 
end of the week. 

(The questions and answers referred to follow :) 


REPLY TO QUESTIONS SUBMITTED AT HEARING OF LABOR SURCOMMITTEE ON JUNE 

4, 1959, ON QUESTION OF MINIMUM WAGE LEGISLATION, SUBMITTED BY HARRY 
Scort, Vice PRESIDENT AND REGIONAL DirectToR, UNITED PAPERMAKERS AND 
PAPERWORKERS 


Question. Mr. Scott, there has been some testimony before this committee, 
including your own, which suggests that companies are encouraging the inde- 
pendent logger type of operation in order to take advantage of the so-called 12- 
man exemption. 

Answer. With respect to the proportion of pulpwood being produced in com- 
pany operations since 1950 the only data available are those submitted to the 
committee by the American Pulpwood Association. Their data which show a 
very small increase submerge the fact that more and more timberland is being 
purchased by the large companies, but which is being cut by contract loggers 
and delivered to the owning company. 

Question. I have before me some figures from the U.S. Forest Service which 
show that the volume of pulpwood produced by company operations has almost 
doubled since 1950. These figures also show that although companies themselves 
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produced only 8.8 percent of all the pulpwood in 1950, they are now producing 
9.3 percent of all pulpwood. If there is a trend, wouldn’t it appear to be a trend 
away from the independent logger type of operation for the Nation as a whole? 

Answer. While the data are not available as between independent loggers 
and contract loggers who are financed by the industrial user of pulpwood guaran- 
teed a market, etc., it is generally believed that the small logger who was formerly 
an independent is now a small contractor or more commonly a subcontractor, 
The American Pulpwood Association shows that two-thirds of the mills’ receipts 
come from the regular producers of 1,000 or more cords. Many of these so-called 
regulars actually subcontract the cutting to smaller producers to escape the 
minimum wage law. 

Question. While there have been some increases in the number of smaller 
operations in the western and northern areas, haven't these taken place partially 
as a result of the last of the virgin timber stands being cut? 

Answer. There has been an increase in the number of small operations and 
decrease in large ones over the past 50 vears as large bodies of timber have given 
way to smaller scattered patches of second growth. 

Question. Mr. Scott, the Kennedy bill, S. 1046, would bring under the Minimum 
Wage Act many retail and service enterprises having un annual gross volume of 
sales of more than $500,000. Isn't it a fact that in order for a pulpwood pro- 
ducer to do a business of $500,000 a year he would need to have an operation in 
the neighborhood of 125 men? 

Answer. I am not certain what gross volume of business in pulpwood is needed 
to produce $500,000 worth of product nor how many men this would take due to 
variation in price for different species, etc. However, comparison of a retail 
business which depends on volume turnover with a production enterprise is 
hardly comparable. A large part of pulpwood production costs goes for wages 
whereas a retailer must spend most of his outlay for inventory on his shelves. 

Question. Isn't it also a fact that under the Kennedy bill small pulpwood pro- 
ducers would be covered even if their gross volume of sales were only $5,000 to 
$10,000 a year? Whereas retail operations would be covered only if they did a 
business of half a million dollars a year or better? 

Answer. It is true that small pulpwood producers would be covered by S. 1046 
whereas smaller retailers would not. However, pulpwood producers with 12 
men employed are comparatively as large as retailers with several hundred. A 
12-man logging crew is a large establishment in this business. It is not in 
retailing. 

Question. Are you aware that the principal cosponsor of S. 1046 was responsi- 
ble for legislation getting the U.S. Forest Service to set aside a portion of all 
sales of Government-owned timber for small business operation? I know from 
reading the Federal Register that small business for the purpose of the set- 
asides is defined as a concern that together with its affiliates employs not more 
than 100 persons. Would you agree with this definition of a small business— 
and if so, wouldn't it be fair to say that the Kennedy bill goes far beyond ex- 
panding coverage to the medium-sized pulpwood producers? It would in fact 
extend coverage to all producers. 

Answer. Yes: I am aware that the Small Business Administration defined a 
small business in the forest products field as having less than 100 employee, but 
this was done by the Small Business Administration, not the principal co- 
sponsor of the Kennedy bill. That this is an unrealistic definition is apparent 
in tables I and ITI of the Senate Small Business Committee report which shows 
that 99.6 percent of all logging firms hove less than 100 employees and 97.3 
percent of all sawmills. But this definition does exclude contractors affiliated 
with large companies as well-as those financed by them. This definition is set 
up primarily for timber sales where the timber indnstry giants were out bidding 
small, locally owned enterprises which depended heavily upon national forest 
timber for their continued survival. 


Mr. Scorr. Very well. In regard to their argument about the use 
of the handicapped workers in the logging industry, now I have here, 
which is not in this document, the injury frequency and severity rates 
for the logging industry and for the pulp and paper mills for 1957 and 
also for the third quarter of 1958. 

Actually it is interesting to note that the frequency of injury in 
the logging industry as compared to that of the pulp paper and 
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paperboard mills is six or seven times greater in the logging industry 
than in the basic pulp and paper industry, and that the injury sev erity 
for the year 1957 is 7.5 times greater than in basie pulp and paper. 

So whi we look at the dangers and inherent hazards in the field 
of logging, I think that the one witness previously at another hearing, 
when he said that by going to the sawmills you will find a handic apped 
person as a watchman, that is probably about the only situation at 
which maybe handicapped workers are used in this field. 

Senator Kennepy. I believe it is either the first or second, probably 
after mining one of the most hazardous in the country. 

Mr. Scorr. It is, sir. 

Senator Kennepy. Thank you, sir. 

(The following communications from the American Pulpwood Asso- 
ciation, the Forest Farmers Association, the Georgia Forestry Associa- 
tion, and the Louisiana Forestry Association were subsequently re- 
ceived for the record :) 

AMERICAN PULPWOOD ASSOCIATION, 
New York, N.Y., June 12, 1959. 
Hon. JOHN F. KENNEDY, 
Chairman, Subcommittee on Labor, Senate Committee on Labor and Public 
Welfare, Washington, D.C. 

DeaR SENATOR KenNepy: On June 4, Mr. Harry Scott, vice president and 
regional director of the United Papermakers & Paperworkers, appeared before 
you and other members of the Labor Subcommittee of the Senate Labor and 
Public Welfare Committee and submitted testimony and a statement relating 
to certain portions of S. 1046 and dealing with testimony presented to the Labor 
Subcommittee on May 11 by 35 witnesses and representatives of forestry and 
forest product associations. We are fully aware that Mr. Scott is an able union 
organizer and executive and an enthusiastic witness in behalf of his organiza- 
tion. However, in his testimony and statement to your subcommittee on June 4, 
he apparently was so moved with enthusiasm that he not only varied from the 
facts but also created the impression that he was seeking to discredit the testi- 
mony of honest woods producers. 

The purpose of my letter is to bring clearly to your attention, and the other 
members of the subcommittee, a correction of the statements which were made 
by Mr. Scott. 

It is my belief that this purpose may best be served by confining my comments 
primarily to the four main points of the summary which Mr. Scott presented 
with his statement. 


POINT 1. WHAT ARE THE FACTS ON THE FORESTRY WITNESSES? 


I am sure that you will agree that your staff, Mr. Scott, or anyone can look at 
the record and the statements of the witnesses themselves, as we have; and you 
will find that the 35 witnesses Scott tried to discredit actually are: 


FicurE 1.—Classification of witnesses of forestry and forest product groups, who 
appeared aii 11, 1959 





Estimated experience 
in logging and forestry 
Class of witness 


Total Average 


. Independent producers of forest products 

. Independent producer-dealers of forest products_ 

. Independent dealers in forest products___._-- 

. Sawmill operators 

2». Presidents of logging or produce r associations 
*. Paid executive officers of forestry or forest product associations. 
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The estimated years of experience was gained from the record, or from per- 
sonal impressions of the men as they appeared May 11. 

Every single man of this group of 35 had more personal experience and more 
direct knowledge of operating small forestry and logging operations than Mr. 
Harry Scott, who is not a wood producer. 

A careful review of their testimony and, in fact, their operations will reveal 
that all the operators and the few dealers are independent businessmen, legally 
and in every other sense of the word. Most all of them do business with more 
than one mill or other consumers of forest products. They are just what they 
said they were, all of them being independent businessmen, except the four 
paid officers of associations who clearly stated their positions. In short, in- 
stead of there being only one “genuine” producer as Mr. Scott would have you 
believe, there were actually 26 “producers” who own and operate logging equip- 
ment and have a direct interest in the legislation concerned. 










POINT 2. EMPLOYEE STATUS OF PRODUCERS AND WORKERS 





Producers do not “circumvent” the intent of the law when they employ 12 
or less forestry or woods workers. That has been and is the traditional-size 
crew and means of logging small forested acres. A previous witness (Mr. 
Hartung), speaking in behalf of the same organization (AFL-CIO), admits 
that the average-size holding of farm and other private ownerships is less than 
10C acres. Our own figures establish, and no one can refute the fact, that 
about 80 percent of all pulpwood comes from these small woodlots and forests. 
The exemption (sec. 18(a)(15)) in the current Fair Labor Standards Act 
covers this situation, and no one is circumventing or violating any intent of the 
law when they use the small crews which they must, as they always have in 
the past. 

Insofar as Mr. Scott’s charge is concerned, that the employees of “bona fide” 
small loggers are “really employees of the middlemen,” he personally should 
know better. According to page 31 of Senate Report No. 240 of the 86th Con- 
gress (on the problems of independent loggers, etc.) some “local producers went 
to the district representative” (who must be Mr. Harry Scott, or be in his 
region) with a protest about a new practice in measuring pulpwood. The re- 
port then reads: “After several organization meetings, the National Labor Re 
lations Board held a hearing and ruled that pulpwood preducers sold a product 
(not their labor) to the company, and, further, were independent contractors, 
not employees. The ruling also held that the pulpwood producers were not, 
therefore, eligible for collective-bargaining rights under the National Labor 
Relations Act.” 

It is evident, therefore, that Mr. Scott should, from personal experience, 
remember that the National Labor Relations Board ruled these “pulpwood pro- 
ducers” were “independent contractors, not employees.” 

Mr. Scott's insistence that producers are employees of “middlemen” or em- 
ployees of mills, or “contract holders” or “agents” of mills, does not and can- 
not change the fact that the record shows the Federal agency (NLRB) con- 
cerned stated flatly that they are “independent contractors,” and in our in- 
dustry and in this country we all know that means “independent businessmen” 
and “independent employers.” 


POINT 3. “CONTROL” OF PRICES, ETC. 






Mr. Scott’s claim that papermills “control” the price of wood is a loose, un- 
supported charge, the rashness of which is apparent when you realize that mills 
in the pulp and paper industry consume less than one-fifth of all wood in the 
United States. Their raw material, pulpwood, requires about the shortest 
period of growth for economic harvest; its market requirements are more flexible 
and have less rigid specifications as to size and species than most other forest 
products; it is available in greater supply nationally: and is probably growing 
in volume faster than any other forest product. Basie economic laws of supply 
and demand are certain to develop relatively low prices for any renewable raw 
material for which there are large reserves and surplus growth. To claim that 
users of pulpwood establish the price of wood overall or even of pulpwood itself 
is ridiculous. 

If Mr. Scott is referring to pulpwood specifically, he is obviously ignoring 
the statements of witnesses made on May 11, which clearly establish that pulp- 
wood producers-dealers and pulpmills do compete with each other as to price 
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and are free to sell their pulpwood and other forest products to a variety of 
pulpmills, sawmills, piling, tie, post, wood preserving, and other wood-manufac- 
turing operations. 

Mr. Scott’s reference to a “living wage” tends to ignore the fact all the pro- 
ducer witnesses and the statement of another AFL-CIO representative (Mr. 
Hartung), as well as the Bureau of Labor Statistics report, issued by Secretary 
Mitchell this spring, all show that woods workers of logging operations are 
earning better than the minimum wage in the South and in most of the North 
are earning better than the $1.25 per hour provided by S. 1046. Our objection 
to elimination of the 12-man forestry and logging exemption is not as Mr. Scott 
insinuates, related to a minimum or a “living” wage, but is based on the impos- 
sibility of producers being responsible for and keeping accurate timecards and 
records on small crews in the woods. 

To say that “substantial holdings of timberland” are used as a threat by 
papermills is to ignore the testimony of this association and the figures of the 
U.S. Forest Service, which show that less than 5 percent of the commercial 
forest land is owned by pulp and paper companies. 

Mr. Scott’s reference to “economic reprisals” and Luther Harvison is a case 
of building up a charge on an incident that was not described correctly. A 
careful review of the affidavits on record of three men (D. W. Daughdrill, C. L. 
Smith, and Lamar M. Breland) closely associated with the “Harvison” inci- 
dent, will prove that contrary to what has been claimed, Mr. Harvison did not 
suffer and is not under any “economic reprisals.” 


POINT 4. “PROTECTION” OF THE ACT 


“Exploitation” of workers is claimed, but not proven by Harry Scott. Lower 
wages generally in the South and in insignificant portions of other forested 
regions are admitted and figures cited. These figures are not under the mini- 
mum currently required by the Fair Labor Standards Act. It is evident, there- 
fore, that elimination of the 12-man exemption would not raise the wages of 
woods workers to the minimum, as they are already exceeding that amount. The 
exemption does not, therefore, deny “protection” of the act in this respect, but it 
does make it possible for the producers to work as they have in the past on a piece- 
work basis, without the burden and unproductive cost of keeping timecards and 
time records as accurately as the Wage and Hour Decision has insisted on in the 
past. Moreover, we know that it is not only impractical to do this—that is our 
major contention. 

If Harry Scott thinks this is a “feudal system,” he is unaware or ignoring the 
fact that the number of pulpwood producers has increased and the volume of 
wood cut and delivered by them has grown from 10,816,000 cords in 1939, when 
the Fair Labor Standards Act was passed, to 19,945,000 cords in 1949, when the 
12-man forestry and logging exemption became effective, to 35,020,000 cords last 
year. As this tremendous expansion took place, the methods of logging and the 
type of equipment improved. The felling of trees and preparation of pulpwood 
has increased from 50 to 100 percent per man in efficiency by the introduc- 
tion of the powersaw during the past 10 years. The use of skidding tractors, 
roadbuilding bulldozers, better public roads, and larger trucks all combined to 
make it possible to haul larger loads of pulpwood per man-day. Loading and 
unloading devices in the woods, in concentration or dealer’s yards, and in mill 
yards have also marked these past 10 years. 

All this mechanization combined has made it possible for pulpwood producers 
to pay better wages, to produce more wood, and to become well-established busi- 
hessmen in their own communities if they are “regular” producers, i.e., produce 
more than 1,000 cords annually. 

The alleged plight of “part-time” producers that produce pulpwood in a minor 
portion of the year is the plight of underemployed farmers, truckdrivers, and 
other farm and smalltown laborers in areas of “underemployment.” The pulp 
and paper industries have pumped new and vital cash income into the economic 
life of these areas, which were in much worse condition before they came in or 
expanded their operations. Harry Scott and others who present this develop- 
ment as a curse, ignore these constructive aspects. Some of the measures pro- 
posed by these critics, namely, Government investigations, and control of prices, 
would eventually eliminate these “smallest producers,” build up some large oper- 
ations, which might be eligible for union organization. Is that the real motive 
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back of Mr. Scott’s (emotional) testimony? We think it is, and not concern over 
the producers whose number and whose business activities he would have the 
Government limit and control if he could. 


CONCLUSIONS 


Harry Scott spends much time in his statement on “basic” issues of “payment 
of living wages,” “social costs of unemployment and old-age insurance,” forest 
product prices, price indexes on pulpwood, paper, and other commodities, but all 
these subjects are irrelevant to whether the woods workers under the 12-man 
exemption are, or are not, earning the equivalent or better than the minimum 
wage. If Mr. Seott had any real evidence to offset firm statements of 35 wit- 
nesses, who show that better than the minimum wage is now being paid—his 
barrage of figures and statements might have some pertinency to the legislation 
under consideration, i.e., S. 1046. His attacks on the personal integrity of the 
men from industry, who so ably and selflessly served the Federal Government 
and our country in the Office of Price Stabilization during the Korean war can 
have no relevance to 8. 1046. I strongly urge that such attacks are uncalled for, 
senseless, and uncontrolled emotion. 

If this whole question of whether small producers of forest products can, or 
cannot, work effectively without the 12-man and the seasonal exemptions is, as 
Harry Scott claims, a case of large companies keeping the “small unorganized 
pulpwood producer from attaining the dignity of equal rights at the bargaining 
table’; then 35 witnesses who disagree with him, your entire subcommittee, and 
all concerned with the Fair Labor Standards Act would have the wrong concept 
of the objectives of the act. The purpose of the act is not to provide “bargain- 
ing power” to unorganized groups, the stated purpose is to eliminate “labor 
conditions detrimental to the maintenance of the minimum standard of living, 
etc.,” and then the act defines these minimum standards by dealing specifically 
with minimum wages, maximum hours, recordkeeping, child labor, and exemp- 
tions. 

This letter and the statement of this association and that of 34 other wit- 
nesses, made on May 11, deal primarily with the need for retailing the 12-man 
and the seasonal exemptions. In closing, we respectfully urge that you and the 
other members of the subcommittee will carefully review that testimony which 
is relevant to these exemptions, and this letter may be made a part of the 
record of the hearings. 

Respectfully yours, 
W. S. BRoMLEY, 
Feecutive Secretary. 


ATLANTA, Ga., June 15, 1959. 


STeEwartT B. McCuiure, 
Chief Clerk, Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D.C.: 


Appreciate insertion following in record of 8. 1046 hearings quote: Reference 
summary statement of Mr. Harry Scott, United Papermakers & Paper- 
workers before the Subcommittee on Labor of the Senate Committee on Labor 
and Public Welfare on proposed amendments to the Fair Labor Standards Act 
dated June 4, 1959, Mr. Scott comments therein as follows: “The Forest Farm- 
ers Association of Georgia claims to speak for small forest owners but in fact 
receives most of its support from the pulp and paper industry.” 

This reference by Mr. Scott to the Forest Farmers Association is without 
basis and absolutely untrue. It is apparent that Mr. Scott’s statement was made 
without a thorough knowledge of the makeup of our organization. 

As of June 10, 1959, the Forest Farmers Association membership included 
1,605 individual timberland owners, independent operators, and companies in 
15 Southern States. Each of these members has only one vote in association 
affairs. Of the 1,605 members, 18 members are pulp and paper companies. Not 
one single pulp and paper company is an original charter member of 1941. 

Our 1958 annual audit by William E. Farrell, certified public accountant, 
Atlanta, Ga., showed a total income of $57,018.44, with total contributions from 
18 pulp and paper members of $16,158.27, or 28.3 percent of total income. The 
remaining 71.7 percent came from other sources, among the primary being 
individual timberland owners and independent operators. Eighty-five percent 
of individual timberland owner members owned less than 500 acres. 
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Dues limitations and voting procedures are specified in bylaws to protect 
independence of our organization, and to preclude domination by any individual 
or group. 

J. WALTER MYERS, Jr., 
Executive Director, Forest Farmers Association. 


STATEMENT OF THE GEORGIA FORESTRY ASSOCIATION, INC., IN REBUTTAL TO STATE- 
MENTS MApDE By Harry Scott, UNITED PAPERMAKERS AND PAPERWORKERS, 


AFL-C1O, AMENDMENTS TO THE Farr Laspor Stanparps Act (S. 1046 AND 
OTHERS ) 


Gentlemen of the Senate Labor Subcommittee, the gross misrepresentation 
and twisting of facts by Harry Scott and other organized labor leaders on 8S. 
1046 prompts us to offer this statement in rebuttal for inclusion in the printed 
record of your committee. 

By insinuations and half-truths, distortion of known facts, and the ability to 
make such unwarranted statements without fear of rebuttal testimony, organ- 
ized labor is trying to confuse the actual issue before the committee. They 
would in truth destroy small forestry operations in favor of big mechanized 
units. They would be most happy to have large corporate operations which 
would open the door for labor unions to organize and take tribute for a man’s 
right to work as he pleases. The main issue to labor is that it can’t organize 
small independent operators. The major reason, as far as Georgia is concerned, 
is that labor can offer nothing to our small independent forestry operations. “It 
is not working in labor’s interest; so let’s tear it down”, says labor, “and re- 
build it our way so we can benefit.” The old “divide and conquer” move of 
history. 

In small operations, union dues checkoff system cannot be effected. Union 
representatives do not have captive employees to bulldog into membership. 
Large mass hysteria organizing is impossible. 

Reference is made to the remarks and bravado of one Luther Harvison of 
Mississippi who appeared before your committee on May 11, 1959. We were 
there and heard the parrotlike rote of this witness. Coached by labor union 
leaders, his presentation and misrepresentation of facts fell short of their 
expectation. Did labor ever make the statement that it paid Luther Harvison’s 
expenses to Washington to appear as a martyr of the cause? Now, labor comes 
back and claims Harvison has been crucified by his home folk for appearing. 
Perhaps his neighbors and business associates don’t like being called liars and 
thieves. 

The committee allowed our Georgia Forestry Association 10 minutes to testify. 
The committee would not permit us more time for witnesses. Each labor union 
was allotted 20 minutes to appear and present testimony—twice as long as we 
had. Harry Scott indicated no independent operator would appear. He knew 
he could make this statement without censure. First, none of the independent 
operators of our area had the time nor money to come to Washington, D.C. Sec- 
ond, the committee had allotted us only 10 minutes and they wouldn’t have had 
the time to testify. 

Our Georgia record will stand on its own merit. If the committee desires to 
secure first-hand, accurate information, we urge a subcommittee hearing in 
Georgia to ascertain the truth from factual presentations. 

As to Harry Scotts’ insinuation that witnesses were captives of big corporate 
business and not free agents, we take issue with him as far as our Georgia wit- 
nesses are concerned. Each of the three witnesses, Mr. James Williamson, Mr. 
Jeff Strahan, and Mr. Paul Harwell, are independent operators. Each is com- 
petitor of the other. Our Georgia forest operations are not under duress of cor- 
porate enterprises, for without our large forest industries, thousands of our 
people would be unemployed today. Our forest industries are good citizens in 
our State. Their economic contribution to Georgia’s total economy is immeas- 
urable. Our row crop economy has changed for the better. 

We earnestly request in all sincerity that you do not change the minimum wage 
nor eliminate the 12-man forestry exemption. Either change would be to the 
detriment of Georgia’s small forestry operators. 
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Re: S. 1046 Statement by Harry Scott, vice president and regional director, 
United Papermakers & Paperworkers. Before Subcommittee on Labor of 
the Senate Committee on Labor and Public Welfare on amendments to Fair 
Labor Standards Act, June 4, 1959. 

ALEXANDRIA, LA., June 138, 1959. 

SENATOR JOHN KENNEDY, 

Senate Office Building, Washington, D.C. 


Intemperate statements by Mr. Scott indicate, either a complete lack of under- 
oa of true nature of problem involved or deliberate attempt to distort 
acts. 

Louisiana Forestry Association is composed of 2,312 members representing 
complete cross-section of timber growers, timber harvesters, users of forest 
products and small businessmen who supply goods and services to this segment 
of economy. 

Insinuation that Louisiana Forestry Association is a tool of pulp and paper 
interests completely false. Financial contribution of pulp and paper com- 
panies to this organization less than 18 percent of total. 

Louisiana Forestry Association delegation which appeared before Senate Com- 
mittee, George Broom, Carroll Maxwell, and Brewer Godfrey are representatives 
of small sawmills, pole and piling producers and pulpwood producers and spoke 
for all forest products users in our State. 

State regarding economic reprisals against Luther Halverson without founda- 
tion of truth. 

Mr. Scott’s testimony contains many innuendoes and half-truths. Seriously 
question his sincerity in presenting facts honestly to your committee. 

Please make this telegram a part of testimony received by your committee on 
S. 1046. 

Cc. H. Lewrs, Jr., 
Executive Director, the Louisiana Forestry Association. 


(An identical telegram was transmitted to the subcommittee by 
Senator Allen Ellender of Louisiana.) 
(The following letter was later received for the record :) 


D. F. Sropparp & Sons, INc., 
Bethel, Vt., June 17, 1959. 
Senator JoHn F. KENNepy, 
senate Office Building, 
Washington, D.C. 

DEAR SENATOR KENNEDY: On May 11, 1959, I was in Washington and appeared 
before the committee considering Senate bill 1046. Senator Clark was acting 
chairman at that time. 

Since then, Mr. Harry Scott of the United Paper Makers & Paper Workers has 
appeared and presented a statement which makes several erroneous charges and 
insinuations against the small pulpwood producers, producer-dealer, and dealer. 
With half of our business in the production of pulpwood and the balance other 
forestry products such as fence posts, poles, piling, Christmas trees, and logs, I 
feel that their charges were directed at me as well as the many others operating 
businesses of this type. 

The people we employ on an hourly basis are paid at least the minimum ex- 
isting wage and often more depending on type of work and ability. Our piece 
work employees are earning the minimum wage and the majority well in excess. 
What fairer way can a person be paid than on his accomplishments? It is not 
uncommon for one of these pieceworkers to earn $100 per week and more. Thus 
you can see that these workers are not the underpaid people as charged. 

Our workers are covered by social security, workmen’s compensation, and un- 
employment compensation. We operate our business in compliance with State 
and Federal regulations. As has already been explained at the hearings, the 
removal of the 12-man exemption would put the small producer in a position 
whereby he could not operate economically, thus forcing him out of business. I 
have been under the impression from what I read in the press and hear on the 
radio that Congress is trying to help the small businessman. Surely removing 
some of the laws enacted 20 years ago to help him isn’t upholding this policy. 

The forest products we produce are sold on the open market. We sell where- 
ever our margin of profit is greater. We contract to deliver a given number of 
cords of pulpwood or other products in a given length of time. We feel that this 
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is good business practice, as it protects us and helps keep our business operating 
on an even basis. These contracts are short term. For example, one for sap 
peeled pulpwood covers wood for one peeling season only. The wood has to be 
cut and peeled in from 6 to 14 weeks, depending on specie. Contracting is not 
something used exclusively by the forestry industry. It is a universal practice 
in all industries. 

The summary of what I have been trying to say is this: (1) The woods- 
worker is not an underpaid, underprivileged worker; (2) my business is a 
true small business, selling its products on the open market and not con- 
trolled by any large company; (3) it offers the employee all the compen- 
sation benefits as prescribed by law; (4) the pieceworker is receiving wages 
in excess of the minimum wage; (5) the pieceworker has an incentive to 
produce by being paid for what he accomplishes; (6) the removal of the ex- 
emption would create a hardship on the small producer due to the nature of 
his business and the conditions under which he operates it; and (7) Congress 
would not be upholding its policy of helping small businesses by removing the 
12-man exemption and the 14-week seasonal exemption. 

Very truly yours, 


Wrtis F. STopparp. 


STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT 
OF LEGISLATION, AFL-CIO 


Mr. Bremitter. Mr. Chairman, before making a brief statement I 
would like to submit certain material for the record. I would first 
like to submit our reply to a question asked by Senator Prouty when 
President Meany was here, in which our research department breaks 
down the percentage of employees which S. 1046 would cover in retail 
chain stores as against single-unit stores. You will recall Senator 
Prouty requested that information the first day we were here. 

I would also like to submit for the record a statement by Mr. 


George Fecteau, the president of the United Shoe Workers of America, 
AFL-CIO. 


Then I would like to submit a sts ere of my own for the AFT 
CIO on arguments made in opposition to S. 1046 and that statement 


includes in turn some data submitted by our various international 
unions. 


( The documents referred to follow :) 


STATEMENT OF ANDREW J. BIEMILLER, DrIReEcTOR, DEPARTMENT OF LEGISLATION, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
ON ARGUMENTS MADEIN OPPOSITION To S. 1046 


This statement lists and comments briefly on the principal arguments ad- 
vanced against adoption of the Kennedy bill, S. 1046, during the hearings 
conducted since May 7, 1959, by the Subcommittee on Labor of the Senate 
Committee on Labor and Public Welfare. 

The positive case for S. 1046 was presened by the AFL—CIO in testimony 
on May 7 and by many of its affiliated unions on subsequent days. This supple- 
mentary statement does not seek to restate the reasons justifying enactment of 
this bill, but rather is intended to help put in perspective the major arguments 
of its opponents. 


REFUSAL TO RECOGNIZE BENEFICIAL EFFECTS 


Opponents of the bill have shared one common approach in these hearings: 
they virtually all ignore the beneficial effects and the human aspect of the 
ninimum-wage legislation. Their presentations are typified by a searching for 
possible reasons against, improvement in the Fair Labor Standards Act, with a 
flagrant disregard of the wholesome, desirable results of improvements. 

Humanitarian and social considerations are ignored. How much is needed to 
live on is ignored. The principal effect of the Kennedy bill—more money in 
the pockets of the lowest paid and neediest part of our working population——also 
goes unrecognized in the opposition presentations, 
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The testimony of the chamber of commerce, for example, speaks of possible 
risks flowing from extension of coverage and raising of the minimum—but does 
not refer to benefits, benefits well evident from past experience with minimum- 
wage improvements. The chamber’s unbalanced testimony says that we should 
ponder well certain risks but does not itself ponder the plight of the lowest 
wage workers who are denied a fair share of American well-being. 

We do not say the risks and problems of adjustment should be ignored. But 
we do urge that they be examined in perspective. We urge that arguments 
against the bill be weighed, not in a vacuum, but in light of the advantages to 
be gained from the bill. 

It is clear o us that balanced evaluation of the pros and cons presented at 
these hearings must conclude that the positive humanitarian and economic bene 
fits are overriding. The benefits of S. 1046 to low-wage workers to their com- 
munities, to most of business itself, and to the economy as a whole, far outweigh 
the possible ill effects. The testimony by organized labor, by religious and civic 
leaders, and by some responsible businessmen on worker needs to be met and 
benefits to be gained cries out overwhelmingly for passage of minimum-wage 
improvement and extension. 


rOKEN PROPOSAL OF ADMINISTRATION 


The administration, in opposition to the Kennedy bill, has offered its own 
proposal, 8. 1967. Its proposal would merely extend the existing $1 minimum 
wage to some of the largest excluded companies. It would not extend maximum- 
hours protection of the law nor increase the $1 minimum. 

This proposal has been justified lamely by the Secretary of Labor principally 
on the ground that it would be the first extension of coverage since the act was 
first adopted and should therefore be a limited step. 

To us, the very fact that extension of coverage has been unduly delayed for 
so many years is now compelling reason in itself to take a major forward step, 
rather than a minute one which would postpone still longer the protection 
needed by so many uncovered workers. 

Let us offer just a few brief comments on the administration proposal. 

First, from the manner and timing of the administration’s presentation of its 
proposal, it is evident that the proposal is insincere and is intended principally 
to derail the drive for, rather than to accomplish, substantial improvements. 

This proposal was not presented to the Congress until 4144 months after the 
Congress convened and until the final stages of this subcommittee’s hearings. 
This delay occurred despite the fact that the proposal is fundamentally the 
same as one the administration made with a similar lack of enthusiasm 2 years 
ago. 

If there was a genuine desire by the administration for action on improve 
ment of the FLSA, its proposal would not be so severely limited, would not 
have been subject to such delay in its introduction, and would have given more 
vigorous support than evident in the quiet and halting manner of its intro 
duction. 

Second, looking to the merits of the proposal, it is little more than a token 
gesture, the very minimum gesture the administration could escape with. The 
extension of coverage it would provide is meager, truly piddling, when com- 
pared to the Nation’s need and capacity for extended coverage. 

It is reminiscent of the administration’s argument in 1955 that a minimum 
wage of $1 was going too far and that it should be no higher than 90 cents. 
It is abundantly clear that acceptance of the administration’s 90 cents in 1955 
would needlessly have kept 10 cents an hour out of the pockets of several 
million of the Nation's low-paid covered workers. 

Now again the administration is trying to hold back needed improvement. Its 
proposal would shortchange several million needly workers who should and 
could be benefited by adoption of the Kennedy bill. 

It should be recognized too that there are serious flaws in the types of yard- 
sticks which the administration proposal would use to measure coverage. 

Its proposed test of $1 million in direct purchases across State lines would 
invite manipulation of direct versus indirect interstate purchases as a means 
of escaping coverage. It would be difficult to apply because of special problems 
of isolating and measuring direct out-of-State purchases as compared to the 
readily ascertainable sales yardstick used by the Kennedy bill. 

In addition, in contrast to sales volume, which is a reasonably common de 
nominator among similar competing firms, use of the test of purchases acros? 
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State lines would apply inequitably among competing firms because the acci- 
dent of location of a firm would often determine how much of its needs can 
be met by within-State rather than out-of-State purchases. 

It should be noted that the proposed $1 million in direct inflow would be 
equivalent to anywhere from $114 to $5 million or more of sales, varying from 
company to company. 

On top of all this, the administration proposal adds an employment test as 
well. The additional test of 100 employees as a prerequisite for coverage 
would effectively allow most large employers to continue uncovered, no matter 
how large their direct inflow of purchases across State lines. 

Only about four-tenths of 1 percent of all retail enterprises have as many as 
100 employees. This means that over 991% percent of all retail firms would be 
left uneovered by the administration proposal for extension of coverage. 

The administration proposal also fails to do anything whatever on the critical 
matters of hours of work and increase in the minimum. 

Even for the limited group of firms to whom it would extend coverage of the 
act, only the minimum wage provisions would be extended, for the proposal 
would continue without any change the complete exemption from the maximum 
hours standards of the act. (Extension of the hours provisions is examined 
briefly later in this statement.) 

The administration also refuses to call for any increase in the $1 minimum 
despite the inadequacy of that amount, despite the rises in the cost of living, the 
advances in productivity of the economy, and the upward movement of wages 
generally. The Secretary of Labor explained this in his appearance before the 
subcommittee by stating that he would rather extend coverage than raise the 
minimum. 

We should not be misled into thinking that there must be a choice between 
either extended coverage or an increase in the minimum. The need for one 
should not be permitted to obscure the need for the other as well. Both are 
needed and, as our testimony emphasizing both has already developed for the 
subcommittee, both are feasible and can readily be absorbed by the economy 
at the same time. 

Indeed, since the principal uncovered industries, retailing and service, tradi- 
tionally get a notable economic boost from the increase in low-income consumers’ 
purchasing power generated by an increase in the minimum wage, the best time 
for them to adjust to coverage is precisely when the minimum is raised. 


DANGER OF UNEMPLOYMENT 


Perhaps the principal single argument made against the Kennedy bill is that 
it would curtail employment because employers would not be able to meet in- 
creased labor costs required by a higher minimum wage. 

This argument is almost a reflex response of opponents to FLSA improvement. 
It is advanced without regard to whether proposed adjustments in the level and 
coverage of the minimum wage are large or small. Nor is it accompanied by 
any serious measurement of the magnitude of the alleged unemployment which 
would result. 

The AFL-CIO is certainly highly conscious of and disturbed about any em- 
ployment difficulties. We hardly would seek a measure whose net effect would 
be increased unemployment. 

In our judgment, adverse employment effects of the Kennedy bill would be 
negligible. Our judgment is based on the record of past experience with mini- 
mum wage adjustments, which demonstrate that the isolated employment dif- 
ficulties which occur in the marginal situations are more than offset by the 
stimulation of new and higher wage job opportunities. 

The administration, through the Secretary of Labor, has had the gall to point 
to the Labor Department studies of experience with the $1 minimum as “proof” 
that an inerease in the minimum caused “disemployment” in low-wage indus- 
tries. The “proof” consists of declines in employment totals in some selected 
low-wage long-term-declining industries. But the administration conveniently 
ignores other facts developed by the same studies which disprove its thesis that 
a higher minimum might have detrimental employment effects : 

(1) An exhaustive check by the Labor Department to find how much of the 
employment downturn in low-wage industries was actually due to the higher 
minimum wage rather than to other factors could find only a relative handful 
of instances in which workers were in fact discharged because employers were 
unwilling or unable to pay them the new higher minimum wage. This Labor 
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Department survey could find no more than 1,800 workers in the Nation who 
may have been discharged as a result of the $1 minimum wage—a figure which 
must be related to the 244 million workers who received higher wages because 
of the $1 minimum. 

(2) Unemployment insurance statistics in the Southern States, the region 
in which the impact of the $1 minimum was the greatest, showed no increase in 
unemployment following the raising of the minimum wage. Thus, the decline in 
employment in low-wage industries, for whatever reason it may have occurred, 
was apparently offset by expanding employment in other industries. Some of 
the expansion in employment was clearly generated by the increased buying of 
low-wage families who benefited from increases to the $1 minimum. The point 
is that the overall effect of the $1 minimum on employment was not to create 
unemployment but to induce some shift in employment from the lowest-wage in- 
dustries to other industries. 

(3) This is reflected clearly in another phase of the Labor Department’s study 
which has been purposely ignored in comments made by the administration. 
The study surveyed a total of seven low-wage communities in which large propor- 
tions of workers had to be given increases because of the $1 minimum. The finding 
in every community was that employment levels held their own or increased 
after the higher minimum was put into effect. (It was found that personal income 
and retail business also increased noticeably in each of these communities follow- 
ing the increase in the minimum wage). 


HANDICAPPED OR ELDERLY WORKERS 


Some opponents of S. 1046 have warned, not of unemployment generally, 
but of layoff of handicapped and elderly workers. This effort to cloak continued 
payment of substandard wages in the guise of charity or compassion is one of 
the most shameful features of opposition testimony. Employers not covered 
by the act hire marginal workers not for charitable or humanitarian reasons, but 
because they seek to pay as little as possible. 

Let the record be perfectly clear: Extension and improvement of the minimum 
wage will not hinder employment of handicapped workers. The Fair Labor 
Standards Act already provides expressly, in section 14, that “to the extent neces- 
sary to prevent curtailment of opportunities for employment,” the wage-hour 
administrator can authorize wages below the minimum for handicapped workers, 
those whose “earning capacity is impaired by age or physical or mental deficiency 
or injury.” 

A related argument is that housewives or elderly workers often employed 
in retail and service industries do not need the protection of the minimum wage 
law because their earnings are just extra “pin money” because “someone else in 
the family is also working and supporting the family.” 

We do not believe that wages should be kept at substandard levels on the 
assumption that someone else in the family will provide the additional income 
necessary to live on. 

Moreover, this claim that working women or elderly workers in effect “don’t 
need the money” glosses dishonestly over the fact that a major proportion of 
such workers must indeed fully support themselves or entire families on their 
own earnings alone. 

INFLATIONARY EFFECTS 


Another argument aimed at S. 1046 is that a $1.25 minimum and expanded 
eoverage would cause inflation. One would logically expect price increases to 
flow from an improved minimum wage law, this argument runs. Neither logic 
nor past experience, however, support a contention of any appreciable inflationary 
effects. 

We wish to direct the subecommittee’s attention to the fact that those who 
argue inflation steer clear of specific calculations of the magnitude of such 
inflation. 

As examination of the costs involved discloses that any price increase effects 
of S. 1046 will be extremely limited. As calculated in the statement to the 
subcommittee on May 7 by Stanley Ruttenberg, the AFL-CIO research director, 
“even if every cent of the additional wages paid because of the $1.25 minimum 
were to be passed on in higher prices, instead of being largely absorbed 
without price increases, as past experience demonstrates would be the case, then 
the total increase in the overall price level for the Nation’s output would still 
be a rather negligible one-half of 1 percent.” 
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In 1956, when the minimum was raised to $1, prices of some products of low- 
wage industries did rise, but prices of other products did not and, overall, 
the Labor Department has reported, the increases were not large enough to affect 
the economy’s general price level. 


EFFECTS ON 





SMALL BUSINESS 
In an effort to capitalize on public sympathy for small business, opponents 
of extension of the FLSA say that extension would hurt small retail and 
service business, even though they know that S. 1046 would not extend coverage 
in such small enterprises. 

The plentiful material already in the hearing record testifies to the falsity of the 
claim that extended coverage would unduly burden small business. Indeed it 
demonstrates that smali retail and service businesses stand to benefit from in- 
creased purchases which would be made by low-wage workers who receive a higher 
minimum wage. 

In this brief supplemental statement, we wish to note only two additional 
points. First, we have obtained additional data on the scope of the coverage 
provisions of 8S. 1046 which demonstrate strikingly that small local retail 
operations would continue to be exempt. 

We estimate that, of all the retail enterprises in the country, S. 1046 would 
extend coverage to some 10 percent, that is, only the larger ones. It would allow 
the small retailers, those who have less than $500,000 sales a year and who 
constitute 90 percent of all retail firms, to continue exempt. 

By contrast, the administration proposal would confine extension of coverage 
to only the very few largest firms, less than four-tenths of 1 percent of the 
total, thus allowing continued exemption not alone to the small firms but to 
many large firms as well. 

On a second point involving small business, the chamber of commerce ascknowl- 
edges that small business would not be covered by the Kennedy bill, but argues 
that, even though not covered, small retailers would have to raise their wages to 
compete with larger covered retailers for employees. Theoretically this might 
be so, but in practice there has been little evidence of wage competition for 
employees betweeen small and large retailers. 

In any event, it should be pointed out that this strained effort to class the 
Kennedy bill as antismall business happens to conflict with another claim made 
by the chamber, the claim that stores which would be covered would have tuo lay 
off workers. It is hard to see how the chamber can argue with a straight face 
that uncovered stores would have to raise pay to compete for employees with 
covered stores at the same time it is arguing that the covered stores would be 
laying off employees. 

RELIANCE ON 


STATE LAWS 

















The argument also has been raised that minimum wages for uncovered 
industries should be left to State action, that since conditions vary from area 
toarea a uniform national standard is inappropriate. 

But, as our documentation of the gross inadequacy of State minimum wage 
action has shown, the “leave it to the States” argument does not involve an 
issue or principle but is simply a respetcable sounding coverup for opposition 
toany minimum wage action. 

The argument that conditions vary by area is, of course, true for covered indus- 
tries too, but those industries have lived with a Federal minimum wage satis- 
factorily for over two decades. The point that is ignored is that the FLSA sets 
only a minimum. 

The act does not set wage rates for particular jobs or regions or industries. 
Variations can and will still be worked out privately to reflect variations in 
individual situations, but this would be done on the basis of a fair labor standards 
floor below which wages could not be driven. 


EXTENSION OF 





HOURS 





STANDARD 


The principal argument against extension of the act’s 40-hour standard to 
uncovered workers, particularly in retailing and service, is that long hours are 
required to service the public. 

Some years ago this argument had a persuasive ring, but a great many retailers 
have now demonstrated that a 40-hour workweek schedule for employees is quite 
feasible and compatible with sound service to the public. It has become quite 
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evident that there is nothing inherent in the nature of retailing or the demands 
of public service which requires that retail employees work excessive hours with 
no overtime pay. Stores may be kept open any hours the employer wishes without 
requiring that individual employees Work more than 40 hours or work overtime 
without the overtime pay prevalent in the rest of American industry. 

Indeed the major reason many uncovered firms retain long workweeks is simply 
that their competitors have them. Application of the act’s 40-hour standard to 
large retail and service firms is the only practical and prompt means of getting 
their workers to enjoy the same reasonable workweek standard prevailing in 
the rest of the economy. 

A different argument by the chamber of commerce happens to recognize that 
retailers could adjust to the 40-hour standard simply by reworking employee 
schedules. But the chamber complains, however, that a cutback in hours would 
force curtailment of earnings opportunities for some employees because, as it 
put it, “Under a restricted 40-hour selling week, salespeople working on a com- 
mission basis would be denied the opportunity to maximize their earnings.” 

This eager rush to the defense of worker earnings is in bad taste for an organ- 
ization which at the same time is doing its utmost to fight establishment of a 
decent minimum wage for retail workers. We do not believe that maximizing 
of earnings is sufficient excuse for an excessive workweek with no overtime 
compensation. 

BURDEN OF RECORDKEEPING 


Another reason often cited during these hearings by industry representatives 
against extension of coverage is that it would require recordkeeping by com- 
panies now uncovered. The implication is that recordkeeping requirements 
would prove very burdensome. 

Covered firms of all sizes have now lived with the recordkeeping requirements 
of the act for more than two decades. There has been little indication that they 
are in fact an undue burden. 

The objection on grounds of recordkeeping problems are either insincere or 
based on lack of knowledge. The recordkeeping requirements of the act do not 
require any particular form for the records; their form is wholly in the discretion 
of the employer. All that is required is simply that the employer record how 
much is paid and how many hours are worked and that this information be kept 
available. These are records which are maintained normally by any reasonably 
run business, regardless of the requirements of the law. 

Meaningful recordkeeping problems arise only for employers who skirt or 
flaunt the law. Those in compliance with the act’s simple requirements should 
have no difficulty. 

INCREASED FEDERAL EXPENDITURES 


Finally, still another argument is that if coverage is broadened to protect 
more workers, the Government would have to spend more for enforcement of 
the act. 

This argument of “don’t extend the law because then you will have to enforce it” 
is an argument against rule by law. The fact that it is raised at all illustrates 
how deeply and desperately opponents of the Kennedy bill have groped for 
arguments which might conceivably sway anyone against extension of coverage. 


ADDITIONAL STATEMENTS FROM AFFILIATED UNIONS 


Several affiliated unions of the AFL-CIO have asked to comment on some of 
the opposition testimony involving effects of S. 1046 on their industry. We wish 
to submit their brief statements for inclusion in the final record. 

These statements, which I am attaching, reply to opposition testimony on the 
following points: 

(1) Elimination of exemption for seafood processing.—Statement by Thomas J. 
Lloyd, president, and Patrick E. Gorman, secretary-treasurer, of Amalgamated 
Meatcutters & Butcher Workmen of North America, AFL-CIO. 

(2) Arguments on effects in rural areas and elimination of seasonal and first 
processing overtime exemptions.—Statement by Thomas J. Lloyd, president, and 

-atrick E. Gorman, secretary-treasurer of Amalgamated Meateutters & Butcher 
Workmen of North America, AFL-CIO. 

(3) Elimination of exemption for transit industry—Statement by John M. 
Elliott, executive vice president, Amalgamated Association of Street, Electric 
Railway & Motorcoach Employees of America, AFL-CIO. 
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SUPPLEMENTAL STATEMENT BY THOMAS J. Lioyp AND PATRICK E. GORMAN, 
PRESIDENT AND SECRETARY-TREASURER, RESPECTIVELY, AMALGAMATED MEAT- 
cutters & BUTCHER WORKMEN OF NortH AMeRIcA, AFL-CIO; IN REPLY TO 
TESTIMONY OPPOSING THE ELIMINATION OF THE SEAFOOD PROCESSING EXEMP- 
TION IN THE Farr LABOR STANDARDS ACT 


The National Fisheries Institute has told the committee that providing mini- 
mum wage and maximum hours coverage for workers in the seafood industry is 
“gnthinkable.” It has given three “reasons” which are so baseless and irrele- 
vant that they are, in truth, alibis for keeping wages extremely low and for 
maintaining a cutthroat type of unfair competition based on extreme human 
poverty. 

The need for Fair Labor Standards Act protection for seafood processing 
workers was, perhaps, best stated—unwittingly, of course—by the spokesman 
for the institute. This gentleman, the president of one of the very large firms 
in the industry said his firm’s “average wage at all the plants that we operate 
at the present time is 87 cents” an hour. He further declared, “We start all 
workers, regardless of experience or productivity at a minimum rate of 65 
cents.” 

The institute has discussed this industry as if its operations were the same 
today as in 1938. This is not true. The firm which attempts to use 1938-type 
equipment or operating procedures would not last in business long. 

New machinery, some of it semiautomated, has tremendously regularized and 
stabilized the industry. New operating procedures have had the same effect. If 
there ever were valid reasons for the act’s seafood exemptions, the new machin- 
ery and operating procedures have certainly removed it. 

The institute specifically provides three “reasons” why Fair Labor Standards 
Act coverage for seafood workers is “unthinkable.” We would like to discuss 
each of these. 

1. “Variance and unpredictability of catch.”"—Undoubtedly fishing vessels do 
not bring in the same catch one day as the next. However, wide fluctuations 
during the season are a thing of the past. Fishing vessels and fleets now use a 
variety of equipment to avoid large variations. One is the fish scope, a type of 
radar equipment to find the fish. In some operations, airplane spotting is used. 
Further, the ship-to-shore telephone keeps processing firms and dealers continu- 
ously advised on what the catch is and will be. 

As evidence for its contention that there is a great variation in the catch and 
supply, the institute offers a graph from Fishery Leaflet 393 of the U.S. Depart- 
ment of Interior. This graph shows a plateau for January to April, a movement 
upward from April to a peak in June, a steady downward movement June 
through October, and a slower downward movement October through December. 
It shows one big season for fishing, April through October. In the other months, 
the catch is much smaller. It does not show wide daily, weekly, or monthly 
fluctuations, as the institute would like the committee to believe. 

About the same type of variation could be pointed to in other industries. For 
example, the meatpacking industry, which has been fully covered by the Fair 
Labor Standards Act since its inception, has seasons when slaughter is heavier 
than others. Yet, it has never claimed any relationship for these seasonal fac- 
tors to Fair Labor Standards Act coverage. 

And even if there were tremendous ups and downs in the catch from day to 
day, week to week, or month to month, how does this concern the payment of a 
halfway decent wage? 

Does the institute mean to tell the committee that seafood processing firms 
keep workers on duy and only pay them when the catch might be small and there 
might be litthe work? And does it claim that because of such payment for 
little work, it must provide substandard wages? 

The institute makes no such claim. Such situations are certainly not true. 
You have received testimony that crab and shrimp processing workers in the New 
Orleans area earn less than $1,000 a year. These workers are employed, and 
are paid, only in the season. Waiting time—the time spent by employees, after 
they have been called to work, but are not given work by employers—lasts for 
hours in some days and goes unpaid. Further, the spokesman of the institute, 
himself, told the committee his firm pays on the incentive basis. So do many 
of the firms in the industry. 

In other words, if there were extreme variations in the catch, it would still 
be irrelevant to minimum wage 


coverage. For the employees get paid only 
when there is seafood to work on. 
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In fact, the lack of Fair Labor Standards Act coverag has provided an incentive 
for sloppy management practices. Firms are not as concernd about the sched- 
uling of work, as are ones in other industries. There is no wage pressure on 
them for that. 

2. High perishability of product—This reason against coverage is an excellent 
example of the institute’s picking points which are today completely irrelevant. 

Of course, fish are perishable. However, machinery and operating procedures 
have been developed which virtually erase perishability as a matter of concern. 

Firms processing fish have quick-freeze cabinets which freeze fish parts in 
a matter of 30 minutes. They have penrooms with low temperatures. They 
have blastrooms for quick freezing of the whole fish. They have machinery 
which moves the fish into the quick freeze, automatically ejects the fish when 
the fish are frozen and moves them into storage rooms. They have refrigerated 
trucks to take the fish to market. 

Other machinery has been developed to fillet and skin some types of fish. 
This and still other machinery cuts the worktime and allows for storage. These 
developments in the industry have reduced overtime by more than 40 percent in 
10 vears in the Gloucester, Mass., area. 

Again one can refer to other industries. The meat and poultry industry deal 
with a perishable product. In facet, there is much less freezing of meat than of 
fish, Yet these industries are fully covered by the Fair Labor Standards Act 
with no bad effect. 

Even if the argument of the institute had basis—and it does not—should 
workers, therefore, be forced to live on 65 cents an hour? Would they be 
responsible for the perishability of the fish? Are they to subsidize management 
because the companies are dealing with a perishable product? 

Such questions are the logical outcome of the institute’s attempt to argue 
that perishability of fish provides a reason against Fair Labor Standards 
Act coverage. 

3. Foreign competition.—The third reason given by the institute for opposing 
Fair Labor Standards Act coverage for the seafood industry is foreign competi- 
tion. Actually, it is questionable how much and how widespread a harm is done 
to the seafood processing industry by foreign competition. 

Undoubtedly, American offshore fishing operations are hurt, but these are 
different from processing, and are not affected by S. 1046. The processing 
industry, on the other hand, receives some of the foreign catch of fish un- 
processed, and a large part of it semiprocessed. It then processes or further 
processes, the product of foreign competition. It cooks and freezes the foreign- 
caught fish. It makes it into fish sticks, fish dinners and other products. 

Some seafood is strictly an American product. It is harvested in American 
territorial waters and is not affected by foreign competition. 

Therefore, as far as the seafood processing industry is concerned. some firms 
are hurt by the foreign competition. However, the majority of the industry 
is either unaffected or benefited by the operations of the foreign fleets. 

If the seafood industry could prove that it is seriously harmed hy foreign 
competition, it has means available to seek relief. It need not, and should not, 
attempt to keep wages at starvation levels for this reason. 

The texti'’e industry certainly faces more extensive foreign competition than 
even that alleged for seafood processing by the institute. Yet it not only is 
covered by the Fair Labor Standards Act, but the low-wage part of the industry 
has recently begun voluntarily to increase workers’ pay to a minimum of $1.25 
an hour. 

In fact, the really serious problem of unfair competition in the seafood indus- 
try comes, not from foreign, but from American sources. Our union has testi- 
fied that wage rates on the Pacific coast average as much as double those paid 
on the southern const. In nearby areas, as Gloucester, Mass., and Portland, 
Maine, wage rates differ as much as 50 cents an hour. 

This is the unfair competition which is really harming the industry. This 
is the unfair competition that is driving out of business employers who try 
to pay at least a basic minimum wage to their workers. This very great problem 
in the industry can best be met by providing a $1.25 minimum wage and 40 hour 
workweek in the seafood processing industry, as proposed in S. 1046. 


CONCLUSION 


In short, the arguments opposing Fair Labor Standards Act coverage for the 
seafood processing industry, as presented by the National Fisheries Institute, 
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fall apart when analyzed. 
h5 cents an hour. 

The irrelevance and baselessness of these arguments are further telling points 
that the seafood processing exemption of the Fair Labor Standards Act should 
be eliminated. 





These arguments are at best alibis for wages of 






SUPPLEMENTAL STATEMENT BY THOMAS J. LLoyp AND PATRICK E. GORMAN, PRESI- 
DENT AND SECRETARY TREASURER, RESPECTIVELY, AMALGAMATED MEAT CUTTERS 
& BuTCHER WORKMEN OF NortH AMERICA, AFL-CIO, In REPLY TO RuRAL ARGU- 
MENTS MADE IN OpposiTION TO S. 1046 AND IN REPLY TO TESTIMONY OPpPposiNnG 
ELIMINATION OF THE SEASONAL AND FIRST PROCESSING EXEMPTIONS IN THE FAIR 
Lapor STANDARDS ACT 


A number of “rural arguments” have been presented to the committee during 
its hearings on Fair Labor Standards Act amendments. These arguments at- 
tempt to show that the rural economy, and especially the income of farmers, 
will be hurt if a realistic minimum wage of $1.25 and a 40-hour workweek is 
brought to workers who desperately need such protection. 

These arguments are baseless. They show the grasping at straws which 
opponents of S. 1046 are undertaking in an effort to maintain substandard 
wages and working conditions. 

1. Reservoir of cheap labor—The American Farm Bureau Federation pre- 
sented the committee with an unusually frank appraisal of what some of these 
organizations had in mind for rural areas. Its spokesman declared that current 
farm problems have “caused an oversupply of manpower in many rural areas. 
This oversupply of labor has caused prevailing wage rates in rural areas to be 
lower than in most urban areas. The effect of minimum wage legislation is to 
narrow the incentives for the development of industry in rural areas.” 

In other words, the Bureau is saying that the economic distress of farmers 
establishes reservoirs of cheap labor in rural areas. Such pools of low-wage 
workers can be used as an “incentive” to lure industries away from urban areas. 

Without the enactment of S. 1046, we can, therefore, expect that unfair com- 
petition based on low wages not only will be maintained, but it will be accelerated 
in the future. And the runaway of industries from urban areas can be expected 
to increase. 

We must be grateful to the Farm Bureau for pointing out the results of 
leaving millions of workers without the protection of the Fair Labor Standards 
Act. This organization, unwittingly, demonstrates workers in rural areas would 
be condemned to low wage scales and urban workers to an undercutting of wages 
and increasing job loss. 

2. Lower rural cost of living—Usually, the arguments to keep wages at sub- 
standard levels are accompanied with a story that inhabitants of rural areas 
enjoy a lower cost of living than their big-city cousins. The conclusion is then 
drawn that people in rural areas and small towns do not need as much income. 
This argument is absolutely false. Living costs are generally higher in rural 
areas and small towns than in large cities. Only rent is really cheaper. 

Listed below are the prices paid on May 15, 1959, in six smaller communities 
and five large cities throughout the Nation for five food items which are 
important in a worker’s diet: 
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| lean 1 quart 
round iceberg | frying | Camphell's! grade A 
steak lettuce chicken tomato | homogen- 

soup ized milk 


| 
| 1 pound lhead | I-pound 
| 
SMALLER COMMUNITIES | 
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These statistics show similar and even somewhat lower food prices in large 
cities. Many stores report that transportation charges are usually higher and 
the benefits of bulk buying are not as readily available in smaller communities. 
Further, it is rumored that because of the greatly lessened competition, some 
of the chains find it possible to increase their markup. 

Such items as furniture, clothes, and appliances are generally sold at a national 
“manufacturers price.’ These prices are often backed by so-called fair trade 
laws. As a result, the consumer in smaller communities will pay at least the 
price paid b ythe big city consumer. 

We say “at least” because in recent years, the development of discount stores 
in large cities has made it possible for city consumers to buy these goods much 
cheaper. The discount stores sell hard goods, especially appliances, at cheaper 
prices—sometimes at only a 5-percent markup. But, in addition, large depart- 
ment stores cut their prices in order to meet the competition. Stores in smaller 
communities are under no such competitive pressures. 

In short, the argument that it costs less to live in rural areas or small towns is 
baseless. Prices are, at best ,the same as in the cities; and often, they are higher. 

3. Danger to the country store ——The “rural arguments” also make much use 
of the country store. Of course, no one claims that these establishments have a 
gross annual income of $500,000 a year. Therefore, they would not be eovered 
by the Fair Labor Standards Act. But opponents of S. 1046 hint darkly that these 
establishments would somehow be harmed if employees of their big competitors 
are given wage-hour protection. 

If anything, the country stores would be benefited. If the chain and larger 
stores must pay a minimum wage and time and a half for overtime, the small 
stores in the rural areas, as well as in the city, will have a factor in their 
competitive advantage. Further, if income is increased in rural areas, much- 
needed purchases by low-income families will be made. These purchases will 
come from the country stores, since these families do not go to the city on shop- 
ping trips, but buy where credit was extended in the past. The income of the 
country stores, especially, will, therefore, be raised. 

Opponents of S. 1046 usually provide a lame argument that little stores will 
have to pay the same wages as the big ones—even if the little stores are not 
covered by the Fair Labor Standards Act. This is an easily disproved alibi. In 
the city where retail food stores pay wages much above the $1.25 minimum wage, 
small stores are still able to attract employees for 75 cents an hour. 

It is, therefore, very reasonable to assume that small stores, not covered by the 
Fair Labor Standards Act, will be able to attract employees at wages lower than 
the minimum in the future, just as they have been able to attract workers at lower 
wages than large stores have paid in the past. This is especially true in small 
towns and rural areas where, as the Farm Bureau tells us, widespread unemploy- 
ment exists because of the economic distress of farmers. 

4. Halt, lame, and blind —The same opponents who argue that small retail 
stores will have to pay the minimum wage in order to attract employees 
also use the “halt, lame, and blind” argument. They declare that the in- 
dustries not covered by the Fair Labor Standards Act—especially in rural 
areas—use an immense number of men and women who are handicapped. The 
raising and extension of the minimum wage will necessary mean, the opponents 
tell us, that these men and women will lose their jobs and will be unable to 
earn a living. 

Needless to say, this argument is canceled out by the “can’t get employees” 
argument. But even so, the number of handicapped workers is greatly exag- 
gerated. When employers find an oversupply of labor, as is now occurring in 
rural areas, the handicapped worker, if he cannot perform as well as a luckier 
person, is often fired no matter what the minimum wage may be. In any event, 
the Fair Labor Standards Act provides that workers genuinely handicapped 
may be paid less than the minimum wage. 

5. Farmer's cost—A shameful attempt is often made by opponents to turn 
the farmer against the idea of workers receiving a realistic minimum wage. 
The opponents charge that somehow the farmer will suffer as a result of a 
minimum wage being paid to the most poverty-stricken groups in our society. 
“The farmers’ costs will go up” becomes the battle cry. 

As evidence, these opponents present a table showing the increase in workers’ 
income and a decrease in farm income in recent years. This situation has un- 
doubtedly occurred and the decrease in farmer income should be remedied. 
However, the declining income of farmers will not be raised by keeping workers’ 
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wages low. On the contrary, it is to the farmer’s interest to increase the work- 
er’s purchasing power, just as it is to the worker’s interest to increase the 
farmer’s buying. 

The best means of increasing farm income is through new agricultural legis- 
lation. Unfortunately, the very groups which oppose the improvements in the 
Fair Labor Standards Act have steadfastly opposed new legislation to aid the 
small farmer and the family farm operator. 

It is interesting that none of the opponents call upon the various corporations 
who would be affected by amendments to the Fair Labor Standards Act to 
absorb the cost of increasing substandard wages. The commitee has had ample 
statistics to show that this is possible for the overwhelming majority of the 
firms in each industry. Yet, the opponents argue, in effect, if any sacrifice is 
to be made, it must be made by people who are now earning wages of 65, 75, or 
85 cents and hour. 






SEASONAL AND FIRST PROCESSING EXEMPTION 
The “rural” arguments especially come into play when the overtime exemp- 
tions in the Fair Labor Standards Act affecting workers processing vegetables, 
fruits, and certain other foods come into question. These are the seasonal 
and first processing exemptions (sec. 7(b) (3) and 7(c)). 

1. Farmer’s sacrifice—The idea of the farmer having to pay the cost of over- 
time in processing plants is a special favorite of these Opponents. They are 
very fond of quoting productivity figures, but they never seem to show the fact 
that productivity in the canning and preserving industries has outrun wag 
increases. Yet that is exactly the case. Wages have fallen behind productivity 
increases. 

Therefore, in the processing of vegetables, fruits and overtime exempted foods, 
firms not only have large profits to absorb the small increase in cost which will 
come from time and one-half pay for overtime. But the firms also have the 
benefit of lower production costs per unit of output, which would permit absorp- 
tion. The argument that the farmer must pay for an elimination of the first 
processing and seasonal exemption becomes especially fallacious. 

Further, a great deal of statistics and evidence has been presented to this 
committee to show that the amount of overtime in the processing industry is no 
longer large. Many industries which are fully covered by the Fair Labor Stand- 
ards Act have much longer work schedules. The extra cost of paying time and 
one-half for work for 40 hours will be small and can easily be absorbed by the 
processing industry. 

2. Perishability—The major argument for maintaining the seasonal and first 
processing exemption appears to be the “perishability and variation in supply of 
the crops.”” This may have been true in 1938. It certainly is no longer true. 

Processing fruits, vegetables, and other exempted foods has become a highly 
mechanized and semiautomated industry. Even small firms have great use 
of complex machinery or else they cannot remain in business today. Mechani- 
zation and semiautomation have taken a great deal of the guesswork out of the 
industry. Perishability is a negligible factor and operating procedures have been 
so arranged that variations in supply have been sharply limited. 

The operator of a medium-sized vegetable processing company has declared 
that once a call is made to his plant that vegetables will be available, he will 
have those crops in production in a maximum of 20 hours—less than a day. The 
vegetables will be picked up in a refrigerated truck. These trucks operate on a 
clock-around schedule and he can hire as many as he needs. 

Once the product is in the plant, machinery quickly processes it. In many 
plants today human hands do not touch the product during most of its processing 
journey. Semiautomation is widespread. Machines direct the machines. 

Take, for example, the cooking and filling operations. The product is put into 
kettles. The cookimg is done by machines, mostly automatically. Men watch 
gages. The kettle is then moved by men to the filling operations. It hovers 
over the cans, fills each one and automatically stops at exactly the right moment. 
The cans move on and are automatically sealed. Labeling is done automatically. 
A machine places them on the cans. The cans are stacked by machine and as- 
sembled in the box. 

Few operations require human hands. Only a small number of workers are 
needed. 

Even the small, seasonal operations have a great deal of machinery. For 
example, in the processing of beans, they have the bean nipper. This device 
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cuts the ends of beans. It eliminates many workers. The small plants also 
have the automatic blancher, which steams the beans and readies them for 
canning. Neither one of these machines are costly. Both are portable for use 
almost anywhere. 

In short, more progress has been made in automation in the processing of 
vegetables, fruits, and other foods affected by the first processing and seasonal 
exemption than in all but a few industries. This development, as well as the 
high degree of mechanization, has changed the processing industry into some- 
thing completely different than it was in 1988. 

Although opponents of S. 1046 still present the same arguments they did in 
1938, these arguments are no longer valid. They have been mechanized and 
automated out of existence, just as the jobs of thousands of workers in the 
industry have. 

AREA OF PRODUCTION 


The opponents of S. 1046 who make the “rural arguments” their special pre 
serve, all agree that the present so-called area of production exemption is 
senseless. For once we agree with them. 

However, we part company with their solution for this anomaly. While 
they urge the enactment of S. 1874 for immensely increasing the area of pro- 
duction exemption, we urge that this exemption be eliminated entirely. 

The attempt to widen the area of production exemption is nothing less than 
an attempt to maintain and increase rural pockets of low-wage competition. 
There is no reason why industries in rural areas should not and cannot pay the 
minimum wage and meet the maximum hour provision of the Fair Labor Stand- 
ards Act. They compete for the same markets with firms in the same industry 
which have long been covered by the Fair Labor Standards Act without diffi- 
culty. The extension of the area of production exemption would simply be a 
hunting license for low wages and unfair competition. 

The danger of runaway shops and the closing down of plants in industrial 
centers would be the natural result of legislation such as S. 1874. It would do 
an extreme amount of harm in industrial areas. And it would reverse the Fair 
Labor Standards Act goal of seeking to provide a realistic minimum wage. 

The same specious arguments are made for the area of production exemption 
and for its extension as are made against elimination of the seasonal and first 
processing exemption and against S. 1046. The same rebuttals as are presented 
in this statement are valid to answer the proponents of S. 1874. 

It is our understanding that S. 1874 is not a part of the current hearings of 
the committee. We, therefore, will not go into any greater detail on the reasons 
for our opposition to this bill. However, since other groups, who favor the 
extension of the area of production exemption, have discussed this matter 
before the committee, we want to urge that if anything be done about this 
exemption, it should be eliminated. 


SUPPLEMENTAL STATEMENT BY JOHN M. ELLiIottT, EXECUTIVE VICE PRESIDENT, 
AMALGAMATED ASSOCIATION OF STREET, ELECTRIC RAILWAY, AND Motor Coach 
EMPLOYEES OF AMERICA, AFL-CIO, IN OPPOSITION TO ELIMINATION OF FLSA 
EXEMPTION FOR TRANSIT INDUSTRY 


Section 18(a) (9) of the act exempts from both its minimum wage and over- 
time pay protection any employee employed in the local transit industry. Sec- 
tion 13(b) (1) exempts from the act’s overtime pay requirements most employees 
(the drivers and mechanics) employed in the over-the-road transit industry. 
The Kennedy bill would eliminate these exemptions, and we have already indi- 
cated our support for the long-overdue admission of this group of American 
workers to the minimum standards provided by the wage-and-hour law. 

No opposition whatever was voiced to the elimination of the minimum wage 
exemption for transit workers. 

The evidence before this committee showed that the industry has not lived up 
to its promise to go to the 40-hour week, giving as the reason at different times, 
scheduling difficulties, poverty, and manpower shortage, depending on the time. 
Even today, when collective bargaining has proved the 40-hour week is workable 
and has become standard in the industry, the laggards in the industry insist on 
perpetuating their inexcusably low standards because of the alleged poverty of 
the industry or because, they assert, transit operation does not lend itself to a 
40-hour week. 
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The case against eliminating inequitable treatment of the transit worker is 
without substance. The poverty argument is made in good times and bad; it is 
made without relation to the facts. It is undoubtedly true in all industries to 
which the Fair Labor Standards Act has been made applicable that some 
employers make substantial profits while others make lesser profits. Indeed 
some make no profit at all. In some industries there are whole branches which 
are much less profitable than other branches. This is normal in the American 
business community. It is equally normal in the “dead” transit industry, which 
has many examples of lively profits. 

The argument is made that to apply the wage-and-hour law to the local transit 
industry presents difficulties because while this is a “continuous process” kind 
of industry, the need for service is heavily concentrated during the rush hours 
each day. Adoption of the 40-hour week through collective bargaining long ago 
dispelled doubts as to the practicability of the 40-hour week. Perhaps even more 
compelling in this respect is the development of the 8-hour day in the industry. 
The problem of scheduling for morning and afternoon rush periods is substan- 
tially a daily, and not a weekly, problem. The significant fact in this respect is 
that the prevailing practice in the industry is for the payment of overtime after 
8 hours per day. Employers in the industry resisted the introduction and exten- 
sion of the practice of paying overtime after 8 hours per day, as strenuously 
then as they are now resisting the 40-hour week. 

Much has been made of the fact that in the over-the-road portion of the industry 
drivers are most frequently paid on a mileage basis. Actually, large numbers of 
employees in American industry are paid on other than an hourly basis. For 
example, there are salaried workers, incentive workers, piece workers, and 
commission workers, as well as employees whose compensation consists in part 
of hourly wages and in part of one or more of these other forms of wages. For 
over 20 years the many segments of American industry which have such pay 
practices have been making payments in accordance with the requirements of 
the wage-and-hour law. Certainly, the transit industry is in no worse position 
in this respect. 

In connection with the over-the-road portion of the industry, there was ref- 
erence to the fact that the exemption from the act’s overtime pay requirements 
for employees of the Nation's carriers by rail is not eliminated by the Kennedy 
bill. 

The argument goes, presumably, that if the rail employees don’t get statutory 
overtime pay protection, the transit employees shouldn't. The difference is that 
the railroad employees by and large have a 40-hour week. The over-the-road 
transit employees do not. 

The committee should know that approximately three-fourths of the employees 
of the railroads, the so-called nonoperating employees, have for about 10 years 
been on a 40-hour week with time and one-half after 40 hours as the result of 
a 1949 collective bargaining agreement. Yard service employees of the Na- 
tion’s rail carriers, about one-half of the operating employees, achieved the 
40-hour week in separate bargaining agreements signed over the years 1951-55. 
Under these agreements, the 40-hour week became available to all yard service 
employees, at their option, to be exercised on an individual railroad basis. 
The option has now been exercised so that a large majority of these employees 
enjoys a 40-hour week with time and one-half after 40 hours. The remaining 
employees, the road operating employees, are compensated on a dual system of 
pay under which overtime is determined on a daily basis, depending on the speed 
of operations. Over the years speed has increased substantially. As a result, 
in 1958, for example, these employees averaged not more than 3714 hours of 
work at straight time per week. 

There is certainly no basis to justify continuing to deprive the transit 
employees of the overtime pay protection enjoyed by the American worker 
generally. 


STATEMENT OF GEORGE QO. FECTEAU, PRESIDENT, UNITED SHOE WORKERS OF 
America, AFL-CIO, ON THE INCREASED MINIMUM WAGE AND MINIMUM WAGE 
COVERAGE 


I am grateful for the opportunity to present at this time the views of the 
United Shoe Workers of America, AFL-CIO, on proposals to increase the 


minimum wage to $1.25 and extend its coverage to many wage earners not 
now covered. 
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Millions of workers in agriculture, in retail and many wholesale establish- 
ments, in service industries, in construction, and a score of other categories 
today not only receive less than $1 per hour, but have no assurance of overtime 
pay after 40 hours a week or any of the other Federal safeguards provided under 
the Fair Labor Standards Act. These forgotten millions of American workers 
should receive the benefits of the Fair Labor Standards Act without further 
delay. 

Moreover, the $1 minimum presently in effect is clearly inadequate. In 1938, 
when the first Federal minimum Wage was set at 25 cents per hour, average 
hourly earnings in American industry were less than 63 cents. Thus the gap 
between the minimum and the average was 388 cents per hour. Today the $1 
minimum compares with average industrial earnings of $2.19 per hour—a 
difference of $1.19 per hour. 

These comparisons alone justify a substantial increase in the present mini- 
mum. But there are other compelling reasons. First, the health of our 
national economy demands a high level of consumer purchasing power to keep 
the economy growing and to provide jobs for all Americans. Second, the 
health of the lowest paid workers and their families cannot be maintained on 
wages designed to do little more than stave off starvation. Third, it is morally 
wrong for any American to work for wages which make decent family life 
impossible and breed crime and disease. 

The fourth and from the point of view of American shoe workers the most 
important reason for increasing the minimum wage to $1.25 is that such an 
increase is essential to the maintenance of a competitive balance between goods 
produced by union and nonunion labor. In the United States there are approxi- 
mately 212,000 employees in the shoe industry, of whom approximately 100,000 
are unionized. Those who are unionized are already earning wages well above 
the present dollar minimum, The great majority of our union contracts with 
employers provide for minimum wages ranging from $1.10 minimum in some 
eontracts up to $1.25 and $1.80 in others. In contrast, among unorganized shoe 
workers there are many thousands who are actually receiving today no more 
than $1 per hour and who would be receiving even less but for the Federal 
minimum wage. This sharp wage differential between organized and unor- 
ganized plants in the shoe industry has been and continues to be the source 
of injury to organized manufacturers, shoe workers’ unions and American shoe 
workers. 

Organized manufacturers are injured by the wage differential permitted by 
the unrealistically low present minimum wage. The domestic shoe industry 
is highly competitive—the productive capacity is well up with and over con- 
Sumer demand. Under these circumstances and since organized and unor- 
ganized employers sell through the same jobbers at approximately the same 
prices, employers with organized plants where decent wage standards have 
been negotiated are forced to compete on unfair terms with manufacturers 
paying starvation or near-starvation wages permitted by the present unrealistic 
Federal minimum. Whatever representations this committee may have had from 
organized business on the proposal to increase the minimum wage, I can assure 
the committee from personal conversations with representatives of organized 
shoe manufacturers that they are extremely concerned at the wage differential 
permitted by the present low $1 minimum and would welcome having the 
minimum raised. 

The average hourly wage for American shoe workers, both organized and 
unorganized, is presently $1.52 per hour. Raising the minimum to $1.25 would 
go a long way toward wiping out the inequitable differential between organized 
and unorganized shoe plants which is disadvantaging conscientious shoe manu- 
facturers who recognize in good faith the employees’ needs for collective bar- 
gaining, and decent wages to the unfair advantage of cutthroat operators em- 
ploying nonunion labor and who pay wages just within the Federal minimum 
wage law. 

Not only are organized manufacturers harmed by the wage differential be- 
tween organized and unorganized plants now permitted by the unreasonably 
low $1 minimum wage, but shoe workers’ unions are also seriously affected. 
Large urban centers such as Boston, Haverhill, St. Louis, New York, and Phila- 
delphia were among the first to enjoy the benefits of responsible union organiza- 
tion in the shoe industry. Consequently in these areas skilled shoe workers 
were able to obtain decent wages commensurate with their experience and abil- 
ities. However, automation was soon brought to the shoe industry permitting the 
employment of unskilled labor, and, because of the relative mobility of the shoe 
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manufacturing plant, produced the “runaway shop” phenomenon as a major char- 
acteristic of the shoe industry. Employers regularly began moving away from 
urban areas where they had to contend with decent contract wages negotiated 
by an organized labor force, to rural areas where unskilled labor was and is 
used at substandard wages. This runaway movement has continued and con- 
tinues. The wage differential which makes this possible is indicated even by a 
cursory examination of the average wages for particular States. For instance, 
in Pennsylvania the average hourly earnings in 1959 for over 20,000 shoe work- 
ers, some of them still employed in the organized high-wage Philadelphia area 
but many working in unorganized low-wage rural communities, was $1.41. Dur- 
ing the same period the average hourly wage in the State of New York was 
$1.63, and, in Massachusetts, $1.72. 

The “runaway shop” phenomenon which I am describing, whereby employers 
consistently abandon unionized and decent wage plants to reopen at nonunion 
substandard wage locations, is not a phenomenon of the past but is occurring 
every day. For instance, in the last 2 years alone 10 shoe factories in Massa- 
chusetts ran away from organized shops and decent contract wages or were 
forced out of business because of the unfair competitive advantage of unorgan- 
ized low-wage employers. As a consequence, 1,660 members of our union in Mas- 
sachusetts lost their jobs, and members of our union in New York, New Hamp- 
shire, Illinois, Missouri, California, and elsewhere have suffered similar losses 
in the past. This extremely grave problem for our union would in a large meas- 
ure be alleviated by an increase in the minimum wage which would tend to 
stabilize the wage structure and thus discourage the present exploitive migra- 
tion from the urban centers to the unskilled and unorganized low-wage rural 
areas. 

Finally and most importantly, the ultimate victims of the wage imbalance and 
instability which is encouraging continued runaway shop practices are the shoe 
workers of this Nation who thereby become unemployed without ability to find 
substitute employment commensurate with their seniority, skill, and experience. 
It seems grossly unfair that in 1959 honest, industrious, and expert shoe work- 
ers with many years experience should have to suffer unemployment because ir- 
responsible employers exploit their power over unorganized workers by paying 
grossly inadequate wages. 

In sum, the vital interests of conscientious organized employers, of respon- 
sible unions in the shoe industry, and of American shoe workers themselves re- 
quire an increase in the minimum wage to reduce the unconscionable wage dif- 
ferential which presently prevails in the industry and to assure all shoe work- 
ers a minimum wage necessary to decent conditions of existence. 

I would also like to take this opportunity to direct this committee’s attention 
to a slightly different but quite important problem in the enforcement of the 
minimum wage law. I refer to the provisions of the act permitting the issuance 
of learners’ permits to employers to allow them to pay less than the prevailing 
minimum rate per hour to unskilled workers learning the trade. 

Employers may now receive permission to employ learners for less than the 
minimum providing they apply for learners’ permits and can prove that experi- 
enced shoe workers are not available in their vicinity. Such learners’ permits 
provide that (a) up to 10 percent of the total production workers in a plant 
may be employed as learners; (b) learners may be hired only for certain 
occupations; (¢c) the learning period for any learner shall not exceed 480 hours; 
and (d) learners may be paid as little as 87 cents per hour for the first 240 
hours; as little as 95 cents per hour for the second 240 hours; and the pre- 
vailing minimum rate of $1 per hour thereafter. 

With the cooperation of the Wage and Hour Division, we have succeeded in 
minimizing the threat of learners’ permits to the shoe industry. We have 
worked out an agreement under which the Wage and Hour Division notifies 
our union when an employer applies for a learners’ permit. We then notify 
the national director of our union in whose territory the employer is located 
and, if upon his investigation the facts do not warrant the issuance of learners’ 
permits, the permit is generally withheld by the Wage and Hour Division. 
We have also successfully negotiated higher learners’ rates in the shoe industry 
than exist in most other industries. On March 12 of this year I met with 
officials of the Wage and Hour Division and it was agreed that the present 
learners’ rate be increased from &7 cents to 92 cents per hour and from 98 
cents to 98 eents per hour, subject to the approval of the Department of Labor. 
Strict enforcement of the law regarding the issuance and application of 
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learners’ permits and the establishment of higher learners’ rates have convinced 
many employers that such learners’ permits are not as profitable as they 
expected them to be. 

When the present $1-per-hour minimum went into effect in June 19656, a 
total of 189 employers held learners’ permits which entitled them to employ 
5,565 learners at subminimum rates. The number of learners’ permits declined 
steadily until on January 1, 1959, only 44 employers held learners’ permits, 
entitling them to hire a total of 1,164 learners. 

In February 1959, employers holding learners’ certificates were located in 
the following States: 16 in Pennsylvania, 9 in Missouri, 7 in Illinois, 2 in 
Arkansas, 2 in Maine, and 1 each in Maryland, New Jersey, New Mexico, Ten- 
nessee, Texas, and Wisconsin. 

At the moment, because of conscientious enforcement of the law by the Wage 
and Hour Division, the learners’ rate loophole to the minimum wage require 
ment is not causing serious damage. On the other hand, learners’ rates are 
always a potential threat, particularly in our industry where unscrupulous 
employers can thereby not only run away from organized decent wage standard 
areas to unorganized minimum wage locations, but can actually defeat respon- 
sible organized labor and the interests of shoe workers by paying even less 
than the prevailing minimum wage. In this connection it should be noted that 
almost half of the outstanding learners’ permits in the Nation are granted to 
Pennsylvania employers in an area where there has been most aggravated 
recourse to the runaway shop and the substitution of substandard wages for 
unskilled labor. 

For these reasons we are continuously concerned with the enforcement of 
the learners’ exception to the Fair Labor Standards Act. We urge this com- 
mittee to undertake a full study of the learners’ permit loophole to the minimum 
wage law with a view toward determining whether repeal or appropriate 
amendment of this provision is in the national interest. For the moment, 
however, a far more urgent need in the shoe industry is the increase in the 
minimum wage to alleviate the inequitable and injurious wage differential 
which presently prevails in the shoe industry. For these reasons on behalf 
of the 60,000 members of the United Shoe Workers of America, AFL-CIO, I 
strongly urge this committee to take prompt action approving extended cover- 
age and increasing the minimum wage to $1.25 per hour. 

Mr. Bremitier. Now may I say we greatly appreciate this oppor- 
tunity to say a few more words about the urgent need to improve 
the Fair Labor Standards Act. As you know, President Meany 
opened these hearings with a basic statement of our position. Since 
then you have heard a long series of witnesses, many of whom have 
taken pot shots at the labor movement and at S. 1046. We are 
pleased you have given us this chance to straighten out the record. 

We have filed with the subcommittee a relatively short statement 
covering some of the opposition arguments. We have tried to avoid 
cluttering up the record with a repetition of the points we ee 
earlier none of which—in our opinion—has been effectively contra 
dicted. At this time I would like to say just a few words to sum- 
marize our position. 

It seems to us that there is a basic concept involved in this legis- 
lation which the opposition has either brushed aside or entirely ig- 
nored. I refer, of course to the fact that some millions of American 
workers—and I see no reason to get into a debate about the exact num- 
ber—are fully employed at useful jobs, for which they are paid wages 
of 75 cents an hour, or 90 cents an hour or $1 an hour or $1.10 an 
hour; and that those wages are not enough, by any reasonable meas- 
ure to maintain a minimum standard of living. 

Gentlemen, that’s the problem we're talking about. That’s the 
problem this bill is all about. And that’s the problem, we are happy 
to say, that Senator Kennedy has repeatedly talked about in ques- 
tioning many of the witnesses who have appeared here. 
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We associate ourselves entirely with the comment that Senator 
Kennedy made to a young lady from Alabama who works in a chain 
variety store for 80 cents an hour. He said, “I think you ought to 
make more money.” 

That’s exactly the point. 'That’s the problem we want to solve. 

But those who oppose the bill don’t talk about that problem. They 
don’t offer any alternative ways to solve it. They don’t even recog- 
nize its existence. 

You heard a chamber of commerce witness tell you that “the laws 
of supply and demand must take their normal effect” in this field. 
We were glad to see that the chairman of the committee lowered the 
boom on that point of view. As he said, the Congress decided 25 
years ago that the law of supply and demand should not be the con- 
trolling factor in setting minimum wages. 

Unfortunately, the people who oppose this bill want to turn back, 
not just the clock, but the calendar. 

In the same way, the opponents of this legislation—up to and in- 
cluding the Secretary of Labor—have completely ignored the bene- 
ficial effects of higher minimum wages for more workers. 

As usual, they have pointed with alarm to the vague possibilities 
of disaster. They have raised the fear that this time a higher mini- 
mum wage will cause unemployment, inflation, bankruptcy, and a 
whole series of catastrophes—even though these same things were 
predicted every other time the minimum was raised, and none of them 
ever happened. 

But not one of the opposing witnesses acknowledged that a raise 
in the earnings of the lowest paid workers has always had good effects 
and would undoubtedly have good effects this time as well. They 
didn’t say a word about the increase in purchasing power, the gen- 
eral stimulation of the economy that helps everyone, not just the 
workers directly affected. 

Let’s take, for example, the testimony of the Secretary of Labor. 
Secretary Mitchell, as President Meany predicted, opposed a higher 
minimum wage on the grounds that too many workers were now 
earning the minimum or less. 

What kind of an argument is that? That’s another way of say- 
ing that the problem’s too serious to be cured. I don’t think we’ve 
reached that frame of mind in America, and I hope we never do. 

At least, Secretary Mitchell admits there’s a problem. He says 
coverage should be broadened because the gap between the covered 
workers and the uncovered workers is growing wider all the time. 
We agree with that. The Secretary also says that the longer we wait 
to extend coverage the harder it will be. We agree with that, too. 

But the proposals offered by the Secretary of Labor don’t remedy 
the injustice he himself has recognized. The Secretary wants to 
guarantee a $l-an-hour minimum—but not a 40-hour week—to an 
additional 214 million workers, four-fifths of whom already earn 
$1 or more. 

In other words, the Secretary’s idea of a great forward step is to 
raise less than half a million workers up to $1 an hour. 

_ We were pleased that the chairman of this subcommittee kept com- 
ing back, in Secretary Mitchell’s presence, to the plight of the fellow 
who earns 75 cents an hour for a 48-hour week. 
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We were disappointed that the Secretary apparently had no solu- 
tion to offer—that he kept sliding away from the question, even 
though it was based on figures he himself had put into the record. 

We were disappointed, but we weren’t really surprised. We weren’t 
surprised because the only possible solution is the one we support, the 
one that is provided in this bill. And for several reasons which we 
suspect are political rather than humanitarian, the Secretary cannot 
join us there. 

Let me repeat at this time clearly and emphatically that we in the 
AFL-CIO are equally interested in both a higher minimum wage and 
extended coverage. in legislative efforts of this kind, as the committee 
knows, we always reach the point when someone asks informally 
“Which do you really want?) Do you want the $1.25 or do you want 
the coverage?” 

I want to say here formally what we have said informally. On and 
off the record we want both and we believe both are justified by the 
facts. 

It is true, as several members of the committee have commented dur- 
ing these hearings that coverage has been the “poor relation” in previ- 
ous amendments to the Fair Labor Standards Act. There is less cov- 
erage now than there was in 1938; and we think it’s high time that in- 
justice was remedied. The unprotected workers can no longer be 
neglected. 

At the same time the present $1 minimum is no longer adequate to 
fulfill its purpose. It is not a living wage. It does not provide the 
minimum standard of living necessary for health, efficienc y and gen- 
eral well-being of workers. It does not protect legitimate employ ers 
and their workers from the social blight of competition by runaway 
shops and sweatshops, as these employe ers themselves have told you. 

We say again that an enterprise which cannot assure its workers of 
a bare minimum wage a wage high enough to provide subsistence, has 
no place in America tod: ay. We believe in private enterprise. We 
have no quarrel with the profit system. But we do not believe in the 
perpetuation of a business based on human misery. 

Finally I want to quote from the record of these hearings a remark 
by Senator Kennedy, also in connection with the testimony of the 
chamber of commerce. 

“What we want to do,” he told a chamber of commerce witness, “is 
to find out where we can go in this field without causing unemployment. 
It doesn’t do any good to tell us we should not do it at all, because 
we are going to do it. 

We in the AFL-CIO say “amen” to that. We would add only this— 
please, please, do it quickly. 

Senator Krennepy. You have given a very good statement, Mr. 
Biemiller. 

Senator Randolph? 

Senator Ranpotren. Yes; it isa good statement. 

Mr. Bremitter. Thank you. 

Senator Ranpoiru. I recall the many splendid speeches that Mr. 
Biemiller gave in the House of Representatives when I was privileged 
to serve as his colleague. Mr. Biemiller brings to the attention of 
the subcommittee pertinent points to be considered in drafting a fair 
approach to this problem. 
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I am sure that S. 1046 is legislation which has an appeal to more 
than just the seven Members, including myself, who are sponsors 
of this legislation. Senator Kennedy, who advocates this measure, 
would agree that there is interest among other Senators on the affirma- 
tive side of this proposal. There may be valid reasons for certain 
exemptions, as was the case when the act was passed in 1938. 

In your statement it is indicated there are certain individuals who 
have said, in essence, we can let the problems seek their own levels. 
That, it seems to me, is not sufficient. 

The status quo never solves our public problems in this country. I 
think that the fact of change is perhaps the most compelling evidence 
of this Nation’s development. Some people are inclined to overlook 
this truth. We must recognize the fact of change and embrace it in 
legislation of the type which is under consideration here. 

Mr. Biemiller, you have indicated that the specter of inflation has 
been raised and that Federal bankruptcy has been forecast. 

It was a privilege to have addressed the annual meeting of the 
National Association of Surety Bond Producers in New York City 
on April 2, 1959, and in that address I said: 

My only plea is that all of us, businessmen, public officials, and private citi- 
zens talk sense. 

Mr. Biemiller talks sense on this subject. Further in the speech I 
stated : 

This means we must search for meaning in our experience with the present, 
not reiterate the tired dogmas and the stereotypes of the past. I believe this is 
particularly a responsibility incumbent upon businessmen, men whose activities 
are so much engaged in mediation of public and private business. 

I would like to offer another illustration of how our preoccupation with stereo- 
typed and theoretical assumptions can blind us to facts and living realities. 


You gentiemen have doubtless shared with those of us in Washington the pres- 
ent concern about inflation. 


And the role of Federal expenditures in contributing to it. Now I do not 
know nor have I seen any satisfactory account of how much our nondefense 
expenditures specifically contribute to inflation. There has been much rhetoric 
and theory on the subject, but at best it has been debatable. Yet how much do 
we hear of the cost of recession, which is the other side of the inflationary 


coin? 

I then presented figures about our gross national product and about 
certain losses in production. I also indicated that there are certain 
problems that seem to be created by inflation but which are really not 
caused by inflation. 

Men and women, gainfully employed, contribute to a sound econ- 
omy in a republic which has an expanding economy. Good wages and 
adequate safeguards in our industrial system have aided our national 
growth and our standard of living. 

Senator Kennepy. Senator Cooper ? 

Senator Coorrr. I thank you, Mr. Biemiller, for your statement. 
My good colleague, Mr. Randolph, has added a lot to the proceeding. 
Perhaps I should tell a little story and I won't because we have to vote. 

I was interested in the fourth paragraph on page 2. Perhaps you 
can elaborate on your statement there. I assume what you are saying 
is that the Secretary’s proposal in its scope would cover 214 million 
workers, but you say that four-fifths of those workers are already 
receiving the minimum of $1 an hour. 
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They are not covered at present but are receiving $1 an hour. 

Mr. Bremitier. They are not under the formal coverage of the law, 
but the available data shows that they are receiving $1 an hour. 

Senator Coorrr. Of course, I know the proposal i is not to increase 
the minimum wage, but is there an analogy in past extensions of 
coverage or have ‘there been any which would place workers under 
that and yet not make available to them overtime pay ? 

My understanding is you say even though these workers would 
vo under the act, that they would be excluded from overtime in some 

Cases. 

Mr. Bremitter. That is the proposal that has been made by the 
Secretary. 

In answer to the rest of your question, unfortunately there has never 
been any extension of coverage under this act. In fact, there have 
been workers who were covered and taken out from under. 

Senator Coorrr. But in all the changes that have been made other 
than certain steps in placing people under the act, is there any analogy 
of placing workers under the act and yet not allowing them to have 
the advantages of overtime? 

Mr. Breminier. No; the original act provided for minimum wage 
step-ups, and also for a gradual lowering of hour standards. But 
there was never at any time from the time of the original act any 
extension to workers of only the nonovertime provisions of the act. 

Senator Coorrer. Thank you. 

Senator RANDOLPH ( presiding pro tempore). We appreciate your 
being here, Mr. Biemiller. The Subcommittee on Labor Sia now com- 
pleted its hearings on S. 1046 and related measures. 


(Whereupon, at 4:45 p.m. the hearing was adjourned.) 
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STATEMENT By Hon. Hvusert H. HumMpnHrey, A SENATOR FROM THE STATE OP 
MINNESOTA 


Mr. Chairman, I welcome this opportunity to join in support of S. 1046, which 
would amend the Fair Labor Standards Act by increasing the minimum wage 
to $1.25 and extending coverage to an additional estimated 8 million wage 
earners. 

Our expanding economy has created injustice for millions of workers, who, 
through no fault of their own, have been left behind by our rising standards of 
living. Congress has already set the policy to correct this injustice. The 
Fair Labor Standards Act of 1938 declares that national welfare requires 
correction of labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and general well-being of 
workers. 

We recognized the need for a minimum wage level in 1938 when a 25-cent 
minimum wage was established, although average earnings in American industry 
were about 60 cents an hour. We recognized the need in 1949 when a 75-cent 
minimum wage was established, although average hourly earnings were $1.38. 
We recognized the need in 1955 when a $1 minimum wage was established, 
although average hourly earnings were $1.88 an hour. The time has come for 
us to recognize the present need for a $1.25 minimum wage now that average 
hourly earnings in American industry have risen to $2.23 an hour—almost a 
whole dollar more than proposed in S. 1046. 

Why should we raise the minimum wage when average hourly earnings are 
well above the proposed minimum ? 

The workers we seek to protect by S. 1046 are, in large measure, those at 
the lowest rung of the economic ladder. They are in the weakest barg»ining 
position: few of them are represented by any trade union to act in their behalf. 
In my opinion, it is incumbent upon the Congress to assist such workers to 
attain a higher standard of living. 

The present $1 minimum is far short of the wage necessary for a decent stand- 
ard of living. The Labor Department estimates that the wage earner in a family 
of four must get $2.25 an hour for a modest but adequate standard of city living. 
Is it asking too much to eall for a 25-cent increase? I think not. On the basis 
of increased productivity and rising living costs alone, this increase is thor- 
oughly justified, not to mention the moral justification. 

Furthermore, this proposed increase would add substance to America’s pros 
perity by increasing the purchasing power of our low-income families. Rising 
consumer demand is a key factor in business activity. One of the reasons for 
continuing unemployment is the inability of low income families to buy the 
goods put out by our increasingly productive economic system. The $1.25 mini- 
mum wage would boost purchasing power among those most likely to put their 
money back in circulation. 

Who would be covered by S. 1046? 

At present, about 20 million American workers are not protected by the Fair 
Labor Standards Act. Almost 10 million are estimated to be in retail and 
service establishments, about 1% million are in construction industries and 1 
million work in hotels, laundries and drycleaning establishments. 

S. 1046 would extend coverage under the Fair Labor Standards Act to 8 mil- 
lion of these 20-million workers. This bill would cover approximately 5 million 
workers employed by the larger retail and service firms, 1,200,000 construction 
workers, 240,000 hotel workers and 210,000 workers in the larger laundry and 
drycleaning establishments. 

More than 12 million would still not be included in wage and hour coverage; 
such as workers in small retail stores, small hotels, small laundries and other 
establishments as well as farm laborers. 
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I believe that the extension of coverage to the above-mentioned 8 million 
workers is both feasible and desirable at this time. These 8 million workers 
are engaged in activities where low pay and excessive hours are prevalent. In 
a country which is as affluent as ours a higher standard of living for such 
workers is required both in terms of economics and social justice. 

In closing, Mr. Chairman, I respectfully urge favorable action on S. 1046 
so that we can bring higher living standards to more American workers and 
contribute to our Nation’s prosperity and well-being. 


STATEMENT OF REPRESENTATIVE JESSICA McC. WEIS CONCERNING CERTAIN PRESENT 
EXEMPTIONS TO THE Farr LABOR STANDARDS AcT, JUNE 16, 1959 


Mr. Chairman, it is my privilege to represent in the House of Representatives 
the eastern half of Monroe County and all of Wayne County, N.Y. Wayne 
County in particular contains some of the richest and most productive farm- 
land in the State, and it is an area where fruit and vegetables are raised and 
processed in great abundance. 

During the past 3 weeks, I have received mail from virtually every one of the 
growers and processors in my district, expressing grave concern about the 
possibility that the present special exemptions which have heretofore been 
granted their industry under the Fair Labor Standards Act will be eliminated. 
I share fully in their concern, and I file this brief statement with the committee 
today in order to urge that, in the best interest of the workers and employers 
alike in this vitally important segment of our district's economy, the committee 
take no action which would in any way alter or eliminate the present exemp- 
tions which the fruit and vegetable processing industry now enjoys. 

As anyone who is remotely familiar with the fruit and vegetable industry in 
New York State knows, the harvesting and processing is highly seasonable, 
and failure to harvest and process at the precise time that the produce becomes 
ripe Can mean partial or even total loss of the entire year’s crop. Because of 
the peculiar exigencies connected with the industry, it is frequently absolutely 
necessary to work long hours, and the exemptions to which I refer run directly 
to this necessity. 

The working of long hours is not, of course, the result of any conscious policy 
on the part of either the growers or the processors. In fact, quite the contrary 
is true. Most processors contract for their crops in advance of the growing 
season, and they limit their contracted acreage to an amount which will not 
overload their plants. Furthermore, they control the daily planting schedules 
so that harvesting can be leveled off during the harvest season. In addition, 
many plants organize both the supervisory help and the factory help in such a 
way that no one is unnecessarily subjected to long working hours. 

But despite all of these careful efforts, certain factors—primarily the weather— 
are simply impossible to control, and situations frequently arise when it is 
absolutely necessary to work as much as 56 hours a week and longer, for to 
do otherwise would mean leaving fruit and vegetables to rot in the fields or 
on the loading docks, to the detriment of grower, processor, worker, and con- 
sumer alike. 

These facts were recognized by the drafters of the Fair Labor Standards 
Act when it was first adopted in 1938, and the aforementioned exemptions were 
duly provided. The 7(b) (3) exemption, as you know, permits seasonal processors 
to work up to 12 hours per day and 56 hours a week during a 14-week period 
during the season, and the 7(c) exemption permits unlimited hours during a 
14-week period when processors are packing perishable fruits and vegetables, all 
of this work at regular hourly wages. 

As I am sure the committee is aware, much of the help which is employed 
during the extremely busy canning season is temporary, seasonal help, and 
these employees appreciate the opportunity to work the additional hours which 
the industry by its very nature provides. The harvest season represents for 
many of them the one time in the year when they can earn extra money, and 
rarely, indeed, do they consider the extra hours a burden. On the contrary, for 
the processor, these extra hours are a necessity and for the workers they are 
an absolute boon. 

The conditions which necessitated these exemptions at the time of the initial 
passage of the act have not materially changed, and I submit that, given their 
validity at that time, there is no justification for eliminating them now. I 
urge the committee, for the sake of grower, processor, worker, and consumer 
alike, to retain the exemptions contained in section 7. 
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STATEMENT OF Boyp MAHIN FOR THE NATIONAL RetarL LUMBER DEALERS 
ASSOCIATION 


My name is Boyd Mahin. I practice law in Chicago, and for the past 24 years 
have spent a substantial amount of time with retail lumber dealers and their 
problems. 

I appear here for the National Retail Lumber Dealers Association. The asso- 
ciation, through its regional affiliates, is composed of retail lumber and building 
material dealers in practically all sections of the country. 
than 30,000 such dealers in the industry. 
towns of less than 2,500 population. 


There are now more 
Almost half of them are in small 
For the most part, they are relatively small 
establishments, and it is common for one company to operate several yards in 
neighboring communities. There are a few large yards in major construction 
centers, but even in large cities it is customary for there to be many small yards 
dispersed throughout the areas. These retail yards average less than seven 
employees per yard. About half have three or less, and about two-thirds have 
five or less employees. 

The retail lumber dealers are not appearing before this subcommittee as a low- 
wage industry. Earnings are more now than they were in 1957, when average 
hourly earnings were $1.76 per hour and average weekly earnings $75.33 per 
week. Such earnings are higher than in many manufacturing industries. Fur- 
ther, it is significant that our industry provides a continuity of employment which 
is of more practical benefit to employees than many so-called guaranteed wage 
plans in production industries. 

Krom the inception of the wage-hour law, in 1938, retail lumber dealers have 
been exempted, and we want that exemption continued. The reasons for the 
exemption, which were clearly stated at the time of enactment, equally prevail 
today. 

President Roosevelt in his message to the 75th Congress stated : 

“Although a goodly portion of the goods of American industry move in inter- 
state commerce and will be covered by the legislation which we recommend, 
there are many purely local pursuits and services which no Federal legislation 
can effectively cover.” 

In presenting the bill in the Senate, Senator Black said: 

“It provides a method of obtaining the objective of minimum wages and maxi- 
mum working hours in industries throughout the Nation which engage in the 
transportation of their goods in interstate commerce. Jt is not intended to, 
and does not, attempt to provide by Federal legislation the firing of minimum 
wages and maximum hours of employment in all the varied peculiarly local busi- 
ness units of the Nation. * * * We therefore eliminate in the beginning any 
idea that this is an effort to regulate wages and hours in the various service 
employments throughout the Nation.” [Italic added.] (S81 
Record 7648. ) 

This same concept and commitment in respect of noninterference with local 
retail activities was amplified in the original Senate report.’ 

The application of these principles in the retail lumber industry is apparent. 
The operation of lumberyards is a localized activity. The essential function of 
such yards is that of having available in small or large quantities the multi- 
tudinous items used in building construction, repair, and maintenance, which are 
required to meet the needs of homeowners, contractors, and other consumers in 
their respective communities. The retail functions and facilities of individual 
yard units are quite similar whether they are a single yard operation or part of 
a 2-, 5-, 10-, or 25-line yard operation. Building materials are heavy and bulky 
and must be stored in close proximity to construction jobs. Both time and 
transportation factors make it uneconomic in most cases to make long-distance 
job deliveries. That is the reason why retail lumber distribution, for the most 
part, is through many dispersed small yards, rather than through large concen- 
tration yards. In fact, gentlemen, it would be difficult to conceive of a more 
localized function. The activities of local lumberyards do not in any real sense 


Congressional 





1“The bill carefully excludes from its scope business in the several States that is of a 
Purely local nature. It applies only to the industrial and business activities of the Na- 
tion insofar as they utilize the channels of interstate commerce, or seriously and substan- 
tially burden or harass such commerce. It leaves to State and local communities their own 
responsibilities concerning those local services and other business trades that do not sub- 
stantially influence the stream of interstate commerce. For example, the policy in this re- 
gard is such that it is not even intended to include in its scope those purely local and small 
business establishments that happen to lie near State lines, and solely on account of such 


location. actually serve a wholly local community trade within two States” (S. Rept. No. 
884. 75th Cong., 1st sess., p. 5). 
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burden, obstruct, or concern interstate commerce. The last commerce quiver 
vanishes when the goods are received in stock. There isn’t a semblance of com- 
merce in the local sale, installation, and use of building materials. Such mate- 
rials become part of the real estate (just like a planted tree) and are no longer 
susceptible to movement in commerce. And this is true whether or not the 
particular yard is affiliated with other yards in the same or a different State. 

In other words, retail lumber distribution is essentially a localized activity and 
we believe that any wage-hour coverage would be an unjustifiable Federal inva- 
sion of local State affairs. 

Therefore, in opposing S. 1046 we are concerned not only with the inordinate 
coverage extremes of this bill, but also the basic proposition that retail lumber 
dealers should not be subjected to Federal wage-hour regulation under any form 
of legislation. 

It may be that some of those who are supporting this legislation believe in 
greater Federal control of our economy and increased governmental regimenta- 
tion of business affairs, and are supporting these bills in furtherance of such 
objectives. If so, there is probably little that can be said to them, other than 
to express fundamental disagreement with their objectives. Certainly, the pro- 
posed legislation would further their purpose. 

However, to those proponents who are acting in the belief that there is a need 
for wage-hour coverage in our industry, we urge that there are sound reasons why 
coverage should not be so extended. In other words, on the merits, the full 
exemption for retail lumber dealers should be continued. 


1. 8. 1046 WOULD DEPRIVE THE LARGE MAJORITY OF RETAIL LUMBER DEALERS OF 
THEIR EXEMPTION 


Whether by intention or error the astounding fact is that this bill would subject 
the large majority of lumberyards to the requirements and burdens of the act. 
This is true by reason of the extreme breadth of the basic coverage definitions 
and the equally extreme restrictiveness of the exemption provisions, 


The inordinate erpansion of basic coverage proposed would encompass all local 
employment activity 

The scheme of coverage of the present law is a combination of “basic coverage” 
and “exemptions.” Thus, there is a blanket application to a defined category of 
employees (i.e., those individuals engaged in commerce or the production of goods 
for commerce—basic coverage) out of which are carved exemptions for specified 
individuals and establishments. For the most part the basic coverage provisions 
of the present law exclude that large number of employees whose work relates 
to the local handling, sale, or distribution of goods after they have come to rest 
in the State. Many others, who are under basic coverage are excluded by retail 
and other specific exemptions. 


Proposed basic coverage “activity affecting commerce (sec. 3(8) of S. 1046) 


This definition would scrape the bottom of the local activity barrel by the 
most far-reaching application of commerce power yet devised; i.e. “activity 
affecting commerce,” which is defined as “any activity in commerce, necessary to 
commerce, or competing with any activity in commerce, or where the payment 
of wages at rates below those prescribed for this act, burden or obstruct or tend 
to burden or obstruct commerce or the free flow of goods in commerce.” 

By expanding basic coverage to cover practically all local intrastate employ- 
ment relationships the proposals would lay a firm foundation for later universal 
Federal regulation of all such activities. For all practical purposes this would 
obliterate any distinction between Federal and State jurisdiction and authority 
insofar as the right to regulate wages and hours is concerned. A State could 
regulate, if at all, only by sufferance of the Federal authority. 

This is of vital concern to our industry because it would apply basic coverage 
to every one of our more than 30,000 dealers in the country. 

There is no mystery as to why the proposed language would have this effect. 
As stated, the present wage-hour law applies on an individual employee basis, 
namely, employees “engaged in commerce or the production of goods for com- 
merce.” The National Labor Relations Act (NLRA) on the other hand applies 
to employers (including all their employees) whose activities “affect commerce” 
and this language has been so broadly construed by the courts that the scope 
of Federal jurisdiction under the Labor Act has proved to be practically unlim- 
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ited.2 The legal gimmick largely responsible for this result was the concept 
that the sale or use of goods which originated in other States “affects commerce.” 
This became known as the in-flow doctrine and was eventually extended to cover 
the sale or use of materials originating in other States even after the materials 
had come to rest within the State. Thus, the Labor Act (insofar as statutory 
power is concerned) applies to commercial hotels, restaurants, coal dealers, 
lumber dealers, hardware stores, office supplies stores, paint shops, jewelry 
stores, shoe stores, feed stores, undertaking parlors and any other local business 
which purchases or uses materials originating in other States. It was with this 
possible effect that Congressman Celler was concerned when wage-hour coverage 
of activities “affecting commerce” was under consideration by the 75th Congress. 
The coverage language of S. 1046 on the basie of 21 years of judicial interpreta- 
tion would have precisely the effect so accurately predicted by Congressman 
Celler. 


Production of goods (sec. 3j) 


The bill also would strike down the workable definition of “production” adopted 
in 1949, and would restore the extremely broad and vague definition of the 
original act. 


The employer-enterprise concept 


sasic coverage would also be greatly extended by changing from the individual 
employee base (which has been the standard in the law from its inception) to 
an employer-enterprise definition. This would discard the long established con- 
cepts of individual employees and individual establishments and would apply 
the act to all employees at all locations if the ‘“‘employer-enterprise” activities 
anywhere “affected commerce” as defined. 

To illustrate, a retail lumberyard, formerly clearly exempt, would be covered 
if it were affiliated with any covered “enterprise.” 

Proponents argue that broad coverage language proposed is similar to that 
of the National Labor Relations Act and that there is no reason why it should 
not be applied in the wage-hour law. This argument is fallacious. The NLRA 
does not impose broad civil and criminal rights and obligations, and it is not 
self-operative. The exercise of legally existent jurisdiction by the Labor Board 
is discretionary. For many years the Board pursued an erratic and vacillating 
course which had blunderbuss enforcement effects in the area of localized busi- 
ness. The limitless reaches of Board authority exceeded the fondest hopes of 
the Board’s early crusaders. In order to bring some order out of enforcement 
chaos, the Board eventually was forced to adopt limiting jurisdictional yard- 
sticks. Thus, by Labor Board action thousands of employers and millions of 
employees were excluded from application of the NLRA. Such limitless cover- 
age could not be so alleviated by administrative action under the wage-hour 
law, however, because coverage and criminal and civil rights and liabilities 
incident thereto are automatically imposed. The sanctions of the Wage-Hour 
Act are not and could not properly be turned on and off or varied at the discretion 
of the Labor Department. Admittedly, the impact of such automatic sanctions 
throughout the outermost reaches of the commerce power would be staggering and 
impossible of administration. In practical effect the whole field of wage-hour 
regulation of local enterprises would be preempted because few State laws could 
be expected to outdo Federal largess in such matters. 








2NLRB v. May Department Stores, 146 F. 2d 66 (C.A. 1944), modified and affirmed, 
6 U.S. 8376; Brandeis € Sons v. NLRB, 142 F. 2d 977 (C. % 8, 1944), certification denied 
3 U.S. 751; NURB v. Hudson, 135 F. 2d 380 (C.A. 6, 1943), certification denied 320 U.S. 
20: IBEW v. NLRB, 181 F. 2d 34 (C.A. 2, 1950), affirmed 341 U.S. 694. 

“3 yt matters not if the business if local, purely local. If substantially that local store 
buys and receives substantially its stock and merchandise from outside the States, it 
affects the stream of commerce and is considered embraced in the bill. 

“That standard is as broad as a barn door and will allow almost anything to come in. 
It mav embrace any business. Let us take a retail butcher shop in mv district. I should 
say that practically all the purchases of that retail butcher in my district must involve 
interstate commerce in the sense of this bill: namely, all the meat would come from outside 
New York State. The pork loins would come from Des Moines, possibly, the beef from 
St. Louis, the tenderloins from Chicago, and the fowl from New Jersey. 

“Let us take a building contractor in my city. All that he purchases eee ‘the erection 
of a building in my district would have to come from outside the State. His purchases 
are substantially from outside New York. 

~ a 7 + s > * 

“The flour which the local grocery store sells will very likely come from Minneapolis, 
the pickles and the catsup from Pittsburgh, the preserves from California, the sugar from 
Colorado, the maple syrup from Vermont, the rice from Louisiana, and the fruit from 
Florida. That grocer might be deemed affecting the stream of commerce if the present 
wording of the bill remains” (83 Congressional Record, pp. 7393, 7394). 
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Speaking of identical language in the 1957 proposals, Secretary Mitchell, whose 
penchant for broader coverage is well known, nevertheless said : 

“These proposals would in effect obliterate any distinction under this law 
between interstate and intrastate commerce * * *, In practical application the 
law would go on te cover all enterprises and employees everywhere * * *. This 
is not my conception of the proper application of the commerce power in this 
field. This administration does not propose to extend this act to the millions of 
small local businesses.” 

Retail lumber dealers are essentially the type of small local businesses to 
which the Secretary referred, and they want to retain their long recognized 
exemption for such operations. 


The apparent exclusions from coverage under the eremption provisions are 
illusory and misleading 

Proponents have claimed that the targets of S. 1046 and like bills are the big 
chains, and the large corporate operators, and not the thousands of small local 
businesses throughout the country. It is argued that despite the expanded basic 
coverage provisions (which would include everyone) 
would free all but the “big fish.” 

These claims do not carry force with our people, for very good reasons. In 
the first place, language has been selected which would deprive a large part of our 
industry of their long recognized retail exemption. In fact, it would have been 
difficult to devise language more inimical to retail lumber dealers. 

The bill would eliminate entirely the long-established industry recognition defi- 
nition of retail establishment contained in section 13(a) (2). 

Section 3(t) (1) provides: 


the exemption provisions 


“(t) ‘Employer engaged in an activity affecting commerce’ means an employer 
in any of the following categories who is engaged in any activity affecting 
commerce = 

“(1) any enterprise where such employer has one or more retail establishments 
if the annual gross volume of sales of such enterprise is not less than $500,000 or 
if the sales of such enterprise for resale or to customers who are engaged in a 
mining, manufacturing, transportation, commercial, or communications business 
amount to at least $50,000 annually :” 

By this language the draftsmen of this bill have in effect resurrected a prewar 
definition of “retail” activity which would be particularly damaging to our 
industry. 

It will be recalled that wage-hour attorneys, in their early crusade for broader 
coverage, devised the theory that only sales for private consumption were retail 
and sales for business consumption were nonretail. This unique theory was 
embraced by the Supreme Court in the Roland case (326 U.S. 657 (1946)). It 
was this concept and this case which caused Congress in 1949 to amend the retail 
exemptions to establish the industry recognition test in order to insure that sales 
for business consumption would be accorded their proper retail classification and 
that local retailers would not be denied exemption. 

Instead of the retail recognition test, section 3(t) of the present bill would 
permit exemption only if sales for resale and sales to customers engaged in a 
mining, manufacturing, transportation, commercial, or communications business 
in the aggregate do not exceed $50,000 per year. Presumably, this is intended 
as including all business users. In any event, we strongly suspect that the pro- 
ponents of this legislation would insist that sales to building contractors, farmers, 
and all types of mercantile businesses would be classed as wholesale. 

The impact of this on our industry would be devastating. There are few retail 
lumber dealers, even in the smallest hamlets, whose sales for resale, and to con- 
tractors, other business consumers, and farmers would not substantially exceed 
the $50,000-volume limit. In fact, if this definition stands, the proposals as to 
basic coverage and the other retail exemption limitations would become academic 
insofar as our industry is concerned. With few exceptions our 30,000 dealers 
would be subject to the act. 

In addition, even if the present retail definition were retained, the so-called 
$500,000 retail-enterprise exemption is illusory and completely unacceptable to 
our industry. We estimate that some 7,000 to 10,000 yards would lose exemption. 
Several thousand single yards and practically all line yards (under the “enter- 
prise” test) would exceed the $500,000 figure. A reason for this is that $500,000 is 
not a large volume in this industry. Transactions are often in carloads and a 
single car of lumber, plywood, or millwork can amount to several thousand dol- 
lars. The total amount of $500,000 would only cover the materials for 100 five- or 
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six-room houses. It would be only about the value of common lumber piled 25 
feet high on a small 75- by 150-foot lot. It would represent only about 100 cars of 
common lumber or 50 cars of siding or flooring. 

Under the $500,000 test legal coverage would apply to a line of four or five 
small yards in neighboring towns (doing $125,000 apiece), whereas a single larger 
yard doing $490,000 in one of the towns would be exempt. Similarly, a small 
retail yard on one side of the street affiliated with a company doing $50,000 non- 
retail business would be covered, whereas a retail yard across the street doing 
a little less than $500,000 would be exempt. Within the limits of a single town, 
there could be one yard covered because it sold more than $500,000, a second yard 
with $400,000 sales not covered, and a third with a volume of $100,000 covered. 
This would be as ridiculous as it is discriminatory. 

Moreover, looking at S. 1046 realistically, the impact on our industry would be 
far greater than just the effect on the yards directly covered. In addition to the 
thousands of yards legally covered, the practical equivalent of legal coverage 
would result for a large majority of yards technically exempt. 

There are few communities in the country in which One or more yards would 
not be subject to the act for one reason or another. When the statute imposes 
wage-hour requirements on one yard, similar conditions will extend to other 
yards. This tandem effect from pilot conditions is well known. As any experi- 
enced labor representative will confirm, the high-wage employer in any com- 
petitive area sets the pattern for the area. This applies not only to wages but 
to hours, overtime, and other conditions of employment. If a union can get a 
high benefit contract from one employer, the battle is half won. One retail 
lumberyard draws employees from the same labor market as do his local com- 
petitors. His choice is that of meeting the competitive standards or hiring less 
productive employees. 

As a matter of fact, in our industry it is common practice for all lumberyards 
in an area to negotiate working conditions as a group, and this usually results in 
all yards operating under the same or similar agreements, which must be as high 
as the statutory obligations of any member of the group. 

Moreover, the chain reaction impact is not limited to the statutory minimums 
established. As testified by Secretary Mitchell May 19, there is also a_ pro- 
nounced “ladder” effect—i.e., when the lower rung is lifted all other rungs are 
also raised. The preservation of wage differentials is a jealously guarded prin- 
ciple of all labor, organized and unorganized alike. If a yard laborer is increased 
from $1 to $1.25 an hour, it follows inevitably that the $1.75 truckdriver insists on 
a raise to $2 or more. Thus, if the “ladder” impact on the wage scales of newly 
covered retail yards in the thousands of communities throughout the country 
were multiplied by the “tandem” effect on the other yards in their respective 
communities, the aggregate potential impact on our industry would be 
mendous. 

Therefore, the $500,000 and $50,000 limits of S. 1046 and the $1 million and 
1)-employee limits of S. 1967 are misleading. They do not reflect or limit the 
total impact of coverage—an impact which extends far beyond the so-called huge, 
giant, big fellows of our industry. 

But these “sales quantity” limits are illusory in a more basic seuse. 
not represent the real objectives of the proponents. We consider these bills as 
an opening wedge to complete coverage. We cannot help but look between the 
lines to labor’s objectives of universal coverage. It seems to us that the pro- 
ponents of these bills are trying to divide our mmebership into covered “big 
fellows” and exempt “little fellows” and thereby to conquer our industry by 
pieces. Two years ago Mr. Meany insisted on increased coverage of 10 million 
additional workers and this year he insists on coverage of at least 7,500,000 ad- 
ditional workers. Labor repeatedly has sought bills which would abolish the 
retail exemption altogether. Even Secretary Mitchell (who opposes the extreme 
provisions of S. 1046), in 1957 and again this year has recommended a gradual 
whittling away of the retail exemption. 

We may be wrong, but the present approach seems to us to be a current 
application of the late Senator Long’s famous technique of paving every seventh 
mile and then campaigning to connect the links. If the present bills are passed, 
it is not speculative to predict that at every succeeding session of Congress, labor 
forces will be demandimg greater curtailment and eventual elimination of the 
retail exemption. 

Therefore, our people think they are realistic when they view the proposals 
before this committee as forerunners of complete coverage. Once the principle 
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of Federal regulation of local retail wages and hours is conceded it then will 
become just a question of how many, how much, and when. 

So, gentlemen, as we view the problem, it is not a matter of the size of the 
yardsticks used to separate the exempted “sheep” from the covered “goats.” 
We are opposed to this legislation because, even if the abortive language of the 
retail exemption were corrected, S. 1046 would apply the act to a large seg- 
ment of a retail industry whose long-recognized exemption, in its entirely, should 
be preserved. 

There are additional sound reasons why the exemption for all retail lumber- 
yards should be preserved. 

2. WAGE-HOUR COVERAGE WOULD BE DETRIMENTAL TO THE RETAIL LUMBER INDUSTRY 
AND TO THE PUBLIC INTEREST 


Coverage would impair retail service in our industry 

The retail lumber dealer’s product, in large part, is service. The essentiality 
of his function is based upon his ability ot serve the needs of homeowners, con- 
tractors, and other consumers in his community. 

As the members of the subcommittee know, the operations of local yards are 
necessarily adapted to the living requirements and buying habits of their cus- 
tomers. Lumberyards serve a great variety of customers: farmers, homeowners, 
building contractors, local business concerns, “do-it-yourselfers,” ete. To a large 
extent these customers of retail yards require service at other than normal 
working hours. Yards must be open early and late 6 days a week, often as much 
as 48 or more hours. Dealers can’t change the fact that farmers must buy in 
the evenings and on Saturday. “Do-it-yourself” customers must buy before 
or after work on weekdays and on Saturday. Contractors must have early access 
te yards in order to maintain continuity of construction jobs. Dealers handling 
coal and fuel must be able to make deliveries early and late. Although having 
to stay open on Saturdays to serve farmers and homeowners, dealers can’t 
close on weekdays (as do some retailers) because they must be open to serve 
contractors. 

In other words, a retailer’s operations cannot be controlled according to man- 
hour productivity as can production lines. In factories work can be scheduled 
in advance. If orders fall off, shifts can be staggered, employees can be laid 
off, and departments can be shut down. The retailer, however, must stay open 
for business in order to serve his customers, and this is true despite the fact 
that every day and every week there are manv hours when there are few 
customers to serve. It isn’t necessary to get involved in any complex and 
controversial formulas to recognize that the productivity of employees in retail 
yards varies widely during the hours it is open for business. Anyone who has 
worked in a small town (or big town, for that matter) retail establishment, 
as I have, knows that, unlike factory work, a retail employee's activity, men- 
tally and physically, is sedentary a large part of every day—he must wait for 
customers to serve. Thus, in retailing there is a large fluctuation in the pro- 
ductivity of man-hours which even with the best management is an inherent 
factor of the retail function. 

Despite its present clamor for 40-hour overtime coverage of retailers, organ- 
ized labor long has recognized and accepted the absolute necessity for longer 
working hours in our industry. The major union with whom retail lumbermen 
must deal is the Teamsters, which is noted for diffidence in its contract demands. 
Yet the large preponderance of our industry’s labor contracts (which cover 
thousands of truckdrivers and yard help) call for overtime only for work over 
44, 48, or more hours per week. 

The fact that retail services and facilities in our industry cannot be turned 
off and on like a factory line was, and still is, a principal reason for our exemyp- 
tion. Service of this kind cannot sensibly be furnished at overtime penalty 
rates and the natural effect of coverage would be the curtailment of retail serv- 
ices and inability to meet the needs of the buying public. This would not only 
be detrimental to our yards but would be most prejudicial to the baying public. 

The only alternative to curtailment of service would be the payment of the 
overtime penalties the law imposes for the longer weeks retail dealers must 
stay open. Since our industry is operating on a low profit margin (averaging 
between 1 and 2 percent on sales) these added overtime costs (as well as the 
higher wages forced by differentials in wage classifications) would have to be 
passed on to consumers. This would increase housing costs in the already price- 
inflated construction industry—a result obviously inimical to the public interest. 
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Our retail lumber dealers also confess a desire to avoid the burdens of regu- 
Jation, inspection, recordkeeping, and like incidents of a Federal wage-hour 
contract. They vividly remember the NIRA and OPA days. The fact is that 
few dealers are or could be equipped to comply with wage-hour requirements. 
It takes hours just to read the technical regulations and bulletins of the Wage 
and Hour Division. Meticulous records must be kept of time worked, overtime, 
regular hourly rates, the basis of wage computation, ete. (Wage and Hour Inter- 
pretative Bulletin, pt. 778, deals with the single question of overtime require- 
ments. There are 90 topics in the table of contents. ) 

The seriousness of the situation is illustrated by the fact that about half the 
companies investigated by the Division are found to be in violation of the law 
or the complicated regulations issued under it. Even large corporations with 
technical staffs and high-priced lawyers have difficulty keeping abreast of all 
these requirements. 

There can be no question but that the desire not to impose such burdens on 
local business units was a reason the Congress, in wage-hour law considerations, 
again and again has stressed the necessity of avoiding Federal control over 
these local retailing activities. Our dealers urge that these burdens not now be 
imposed on them. 

8. WAGE-HOUR COVERAGE WOULD NOT BE OF REAL OR LASTING BENEFIT TO THE EM- 
PLOYEES OF THE RETAIL LUMBER INDUSTRY 


It is true that wage-hour coverage would require additional overtime pay- 
ments for work over 40 hours a week. However, we do not think this incidence 
of coverage would prove to be of lasting benefit to employees. 

To an extraordinary degree, retail lumber dealers have provided substantial 
stability and regularity of employment to their workers. Most employees are 
hired by the month or the year. The national and State associations sponsor 
schools for employees and to a large extent these trainees look upon their job 
as lifetime positions. It is common for dealers to carry their regular em- 
ployees on a salary basis month in and month out through slack as well as busy 
seasons. This makes it possible to handle the business during rush seasons and 
to average things out during slack periods, which is of mutual benefit to dealers 
and employees alike. Such averaging is impossible under the wage-hour law. 

If wage costs in this industry are increased to a point that man-hour produc- 
tivity becomes a controlling factor (as is now the case in manufacturing) the 
regularity of work now enjoyed by retail employees will be endangered. 
Placing retail yards in 40-hour straitjackets (because of overtime penalties) 
would force dealers to shift toward the factory system of staggered work sched- 
ules and layoff and recall practices... Employment in the retail lumber industry 
would tend toward the seasonal employment fluctuations of the construction 
and farm industries it serves. 

I believe that few lumberyard employees, informed of the pros and cons of 
coverage, would want to trade their present employment stability for the factory 
system of production line schedules. They would realize they now enjoy more 
security and continuity of employment than would be available under a factory- 
type system. 

In addition, loss of exemption would deny job opportunities to many workers 
in this industry. At the present time retail dealers are able to provide liveli- 
hood for thousands of people who for one reason or another are unable to handle 
regular full-time jobs, i.e., watchmen, beginners, office clerks, part-time workers, 
janitors, superannuated employees, etc. To many families their earnings are 
major factors in meeting the family budget. A substantial increase in overall 
wage costs would necessarily require the employment of more productive work- 
ers and laborsaving devices. Dealers could not afford to provide employment 
for many of the low-productivity employees now carried on payrolls, i.e., any- 
one who could not earn the minimum wage and overtime S. 1046 would require. 


4Testifying before the Senate Labor Subcommittee in 1957 in opposition to the exten- 
sion of overtime coverage to retail industries, Secretary Mitchell pointed out that this 
could work to the disadvantage not only of the business but to the employees as well. He 
went on to say: “Bearing in mind, as I think we have to bear in mind, that the Fair Labor 
Standards Act specifies that it shall not be applied * * * if unemployment is to be caused 
or if there is to be any undue hardship—it seems to me that when an industry. a service 
industry such as this which must remain open to the public 6 days a week, that the imposi- 
tion at the Federal level of a mandatory ceiling on the number of work hours might be 
very disruptive.” The Secretary's recommendations to this subcommittee this year are 


against imposition of overtime penalties on retailers, 
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It is clear that this bill constitutes a real threat to the job opportunities of 
these employees. 

In conclusion, may I express the appreciation of the retail lumber industry 
for the opportunity of appearing today. We firmly believe it is to the interests 
of lumber dealers, their employees, and the public, that their full retail exemp- 
tion be preserved. The same considerations that led to the original exemption 
prevail equally today. We therefore urge that this subcommittee reject S. 1046 
and any other proposals which would strike down all or any part of this 
industry's long-recognized exemption. 


STATEMENT BY THE AGRICULTURAL PRODUCERS LABOR COMMITTEE OF CALIFORNIA 
AND ARIZONA 


This statement is filed by the Agricultural Producers Labor Committee on be- 
half of fruit and vegetable growers in the States of California and Arizona and on 
behalf of nonprofit cooperative associations handling the packing, marketing, 
and transportation of such fruits and vegetables. 

The Agricultural Producers Labor Committee has represented the interests of 
the farmers and nonprofit cooperative associations for a great many years and 
is familiar with agriculture in its various branches as well as with the effect of 
the provisions of the Fair Labor Standards Act upon farmers and nonprofit ¢o- 
operative associations acting for farmers. 


EFFECT OF 8S. 1046 


This statement will consider only the effect on agriculture of S. 1046 as intro- 
duced by Mr. Kennedy, Mr. Morse, Mr. Clark, Mr. McNamara, Mr. Murray, Mr. 
Randolph, and Mr. Williams, and it will not attempt to discuss the provisions 
of the bill relative to retail sales enterprises. 

The main effect on agriculture of S. 1046 as it was introduced is the abolition 
of the so-called 7(b)3 and 7(c) exemptions. 

Section 7(c) of the Fair Labor Standards Act sets forth an exemption which 
relieves an employer completely for 14 weeks a year from the overtime pay pro- 
visions of the act with respect to such of his employees as are employed in any 
place of employment and engaged in the first processing, canning, or packing of 
perishable or seasonal fruits or vegetables. 

Section 7(b)3 of the act is applicable to any employee engaged in an industry 
found by the Administrator to be of a seasonal nature. Thus, this 14-week sea- 
sonal exemption is allowed on an industry rather than on an employer basis. 
Therefore, where the Administrator has declared an industry to be seasonal, 
the employer may come within the section 7(b)3 exemption even though the 
employer does not operate on a seasonal basis. 

The policy of Congress in providing these exemptions was to aid processors of 
seasonal or perishable products in the conduct of their operations during peak 
seasons. In reliance upon this expressed policy of Congress and on the two 
exemptions thus enacted into law, whole industries have based their planning 
and their mode of operation. 


THE PASSAGE OF 8S. 1046 COULD HAVE A DISASTROUS ECONOMIC EFFECT ON AGRICUL- 
TURE IN GENERAL AND ON FARMERS IN PARTICULAR 


The effect of the abolition of the two exemptions in question would be to 
impose on agriculture and on farmers a substantial increase in costs. Most of 
agricultural production is seasonal in character and the processing and canning 
of these agricultural products is carried on on a seasonal basis. Therefore, 
substantially all of the industry is affected. Most of the packing and processing 
of agricultural products is carried on by cooperative associations which are di- 
rectly owned and operated by the farmers who supply the products which they 
handle and process. Therefore, any increase in costs which are imposed upon 
these cooperatives must necessarily be passed directly back to the farmer. 

The farmer is already hard pressed firancially and economically. The un- 
questioned effect of the substantial increase in costs which would be brought 
about by this bill would be the bankruptcy of those farmers who are now operat- 
ing on a marginal basis. 

It is apparent that any increase in costs such as would be involved here can- 
not be passed on to the consumer as would be done in the case of an industrial 
operation. It is the consumer in the marketplace who in the last analysis 
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determines the price of an agricultural commodity, not the farmer who pro- 
duces it. The farmer has no control over the total amount of production, and 
consequently cannot in any way influence the total supply which goes to market 
at any particular time. It is this total supply and the whims and caprices of 
the consumer which determine the price which the farmer gets for his product. 

The tendency in a good many segments of agriculture is toward increased 
production. This is especially true, for example, in citrus fruit. The result of 
this has been to depress prices and thus increase the hardship on the farmer. 
While this tendency toward overproduction continues, the price the farmer 
pays for the products which he has to buy continues to increase, thus tightening 
the squeeze on the farmer. Thus, any substantial increase in the farmer’s cost 
of operation such as would result from the abolition of the 7(b)3 and 7(c) 
exemptions could be disastrous to the farmer and to the agricultural industry. 

The consequence of all of this would undoubtedly be that certain farmers 
would be forced into bankruptcy and the total amount of employment in agri- 
culture or processing would consequently be reduced. 

Another disastrous effect on agriculture would be the fact that as costs are 
increased, the American farmer is placed at a competitive disadvantage so far 
as foreign competition is concerned. The serious effects of foreign competition 
are seen particularly in the case of the citrus industry. 

To the extent that the abolition of the exemptions in question result in higher 
wages, the effect is inflationary, and comes at a time when an all-out effort is 
being made by Congress and by the administration to stem the tide of inflation. 

There has certainly been no change in circumstances or in the manner of 
operations within the agricultural industry that would necessitate or justify a 
change in the policy on the part of Congress, which originally provided for the 
exemptions in question. It is just as vital today as it ever was that the sea- 
sonal character of agriculture be recognized and provided for. This especially 
in view of the fact that the entire industry has been geared to operate on this 
basis and in reliance upon the 7(b)3 and 7(c) exemptions. 


Therefore, it is respectfully urged that S. 1046 should not be enacted into 
law. 





STATEMENT OF THE AMALGAMATED CLOTHING WORKERS OF AMERICA, AFL-CIO 





The Amalgamated Clothing Workers of America represents 385,000 members. 
Our organization had a vital interest in minimum-wage legislation even before 
its initial consideration on a Federal level, and has participated actively in the 
proceedings and deliberations on the Federal minimum wage throughout the 
years. 

In accordance with the major purpose of the Fair Labor Standards Act “to 
correct and as rapidly as practicable to eliminate” * * * “labor conditions detri- 
mental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers,” the Amalgamated supports 
fully the general proposals on extension of the act’s coverage which are being 
advanced by the American Federation of Labor and Congress of Industrial 
Organizations. These proposals would extend coverage to millions of workers 
not now protected by the provisions of the act and would benefit not only these 
workers but the economy as a whole. 

The membership of the Amalgamated Clothing Workers is employed primarily 
in the men’s apparel manufacturing industries. However, our membership also 
includes a substantial number of workers not now covered by the Fair Labor 
Standards Act. Among these are the custom tailors and workers employed in 
the laundry and cleaning and dyeing industries, and in retail trade. Our organ- 
ization has had many years of experience in dealing with the problems of these 
workers in various cities throughout the United States and believes that the 
protection of the Fair Labor Standards Act should be extended to them. 

Laundry, cleaning, and dyeing, and retail trade workers represent numerically 
large groups in the Nation’s economy. They have also been among the lower 
paid groups in the economy. This statement will deal specifically with the need 
extension of coverage to laundry and cleaning and dyeing workers, it being our 
understanding that others in the labor movement will deal with retail trade. 

The Nation's more than half-million laundry and cleaning and dyeing workers 
do not now, on the whole, have a minimum standard of living. Most of them are 
not unionized and do not have the protection and benefits of union contracts. 
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At the same time, provision through State minimum wage orders is nonexistent 
in many States and inadequate in others. Under these circumstances, Federal 
action is obviously needed to afford these workers adequate protection. 


STATE MINIMUM WAGE ORDERS DO NOT AFFORD ADEQUATE PROTECTION 


While it has generally been assumed that laundry and cleaning and dyeing 
workers are protected by State minimum wage orders, these orders do not exist 
in many States, and, in those States where they do exist, the protection afforded 
is far from adequate. With regard to minimum wages, only 27 States at present 
have minimum wage orders covering laundry workers or general orders under 
which laundry workers are included; only 22 States have orders covering cleaning 
and dyeing workers or general orders under which they are covered.’ With 
regard to premium pay for overtime, only 16 States have such provision for 
laundry workers either in laundry orders or general orders, while only 14 States 
have such provision for cleaning and dyeing workers in either specific orders for 
that industry or in general orders. And, among those States with orders calling 
for premium pay for overtime, only three provide for time and a half after 40 
hours a week, while only four provide for time and a half after 8 hours a day. 
Tables 1 and 2 in the appendix summarize the minimum rate and premium pay 
provisions, respectively, of the State orders affecting the laundry and cleaning 
and dyeing industries. 

A further examination of tables 1 and 2 also shows that the protection afforded 
even in those States which have orders is far from adequate. To begin with, 
some of the orders are very much out of date. Illinois has not revised its 
laundry order since 19387; Ohio’s laundry order dates from 1984. And, it is 
more than 40 years since Arkansas raised the minimum rates in its laundry 
order, which is dated 1915. A number of other States have not changed their 
minimum wage orders since the 1950 amendments to the Fair Labor Standards 
Act. These include Arizona, Kentucky, and South Dakota. 

In the older orders, it is not surprising to find that the minimum rates pro- 
vided are low. The Arkansas minimum of $1.25 for an S-hour day amounts 
to 15.6 cents an hour, while Ohio has a 27.5-cent rate for laundry workers. 
Illinois rates range from 23 to 28 cents an hour. Even two of the States with 
orders dating from the 1940’s have rates of less than 30 cents an hour, rates 
which are on the books and effective now, in 1959. What is perhaps even 
more significant, however, is that some of the States which have revised their 
rates since the 1950 amendments to the Fair Labor Standards Act have rates 
as low as the 65 cents promulgated as late as 1957 in New Mexico. 

It is clear from even a cursory analysis that, important as State provisions 
have been in the historical developments of minimum wage legislation in this 
eountry, the actual protection afforded the workers in the laundry and clean- 
ing and dyeing industries by current State orders is meager and a long way 
from providing a minimum standard of health and decency to the majority of 
the workers employed in these industries. 


PRESENT WAGES OF LAUNDRY AND CLEANING AND DYEING WORKERS ARE SUBSTANDARD 


Present wages of laundry and cleaning and dyeing workers are substandard. 
The U.S. Department of Labor’s Bureau of Labor Statistics made its most re- 
cent survey of the average hourly earnings of production workers in power 
laundries and dry cleaning establishments in May—July 1955. The results of 
this survey for the 29 metropolitan areas and cities for which reports have 
been released are presented in table 3 in the appendix. When these figures 
are compared with minimum budget figures, it is obvious that the present 
level of earnings of laundry and cleaning and dyeing workers is generally 
substandard. 

The U.S. Bureau of Labor Statistics’ city worker’s family budget is a budget 
for a family of four—a husband, wife, and two children. It is described by 
the Bureau as “not a ‘subsistence’ budget, nor is it a ‘luxury’ budget: it is an 
attempt to describe and measure a modest but adequate standard of living.” 
The last date on which this budget was priced by the Bureau of Labor Statistics 
was October 1951. The annual amounts needed to meet the city worker’s family 


1In this discussion of State minimum wage orders, the District of Columbia is included 
asa “State.” 
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budget for the 34 cities for which it has been developed are presented in table 
4 in the appendix along with the hourly amounts needed to meet the budget.’ 

There should be no question about the comparability of the amounts called 
for by this budget with the wages of male workers, since it must be assumed that 
an American male should, throvghout many years of his working life, earn 
enough to raise at least two children. (Such an assumption must be made 
if our population is merely to maintain its present level). When an actual 
comparison is made, however, of the earnings reported for male production 
workers in laundries and cleaning and dyeing establishments by the Bureau of 
Labor Statistics with the amounts the BLS considers necessary for a modest 
standard of living, the results are striking. Even on the west coast, where 
wages in the industries are relatively high, as compared with other areas of 
the country, men employed in these industries did not earn enough to meet the 
city worker’s family budget. In Seattle, the highest wage city for male work- 
ers, 22 cents an hour more was needed than was earned by the male laundry 
and dry cleaning workers. In the Nation’s largest cities, where the preponder- 
ance of laundry and cleaning and dveing workers are employed, the differences 
were overwhelming. In New York, the difference between what was needed 
and what was earned ws 62 cents an hour. In Chicago, the difference was 43 
cents an hour; in Philadelphia, 66 cents an hour; in Detroit, 40 cents an hour; 
in Cleveland, 59 cents an hour; and in the Nation’s Capital, Washington, D.C., 
99 cents an hour. 

Data on the amounts needed for women workers were sparser; only a few of 
the States and the District of Columbia prepire working women’s budgets. The 
evisting data on working women’s budgets are summarized in table 5, in the 
appendix. We find here that, in a number of areas, the wages reported by PLS 
on table 3 for women workers were below the minimum health and decency 
budgets prepared by several of the States. In New York State, 22 cents an 
hour more was needed to meet the budget than was earned by women laundry 
workers in New York City in 1955. In New Jersey, 44 cents an hour more was 
needed than was earned by the women laundry and dry cleaning workers in the 
Newark-Jersey City area. The Pennsylvania budget called for 44 cents an 
hour more than was earned by women laundry and dry cmleaning workers in 
Philadelphia and 43 cents an hour more than in Pittsburgh. (In these two 
cases, the budget data were more recent than the wage data, since the budget 
was priced as recently as May 1957. But the Pennsylvania Department of 
Labor and Industry reports an increase of less than 4 percent in the cost of 
living for Pennsylvania between April 1955 and April 1957, so that, even at 1955 
price levels, the difference between what the budget called for and the 1955 
earnings would be very substantial.) In the District of Columbia, 18 cents an 
hour more was needed than was earned by women workers. 

With regard to these wage levels and with regard to those cities for which 
the amounts needed by the State budgets were not more than the level of 
earnings, it should be noted that these budgets are, for the most part, for the 
support of the woman herself (in at least one case for the support of a woman 
living as a member of a family, with the financial advantages of community 
shopping and living). Actually, a great many women workers in the laundry 
and dry cleaning industries need greater amounts than are called. for in these 
budgets because they are responsible for the total or partial support of children 
or others or, if not, they live alone and do not benefit from the economies of 
community shopping and living. 

Those primarily affected by Federal coverage, when extended to these indus- 
tries, would obviously be the women workers. For, although the wages of male 
workers are ont high enough to meet the BLS budget standards, they are, on 
the whole, higher than the present Federal minimum of $1 an hour. Neverthe- 
less, three-fourths of the laundry and cleaning and dyeing workers are women, 
according to the PLS 1955 study of wages of power laundry and cleaning and 
dyeing workers, and it is these workers who are most in need of greater protec- 
tion than is now afforded by the State minimum wage orders. 


2The cost of living, as measured by the BLS Consumer Price Index for the United States, 
has increased approximately 10 percent since October 1951, and there have been some 
increases in the wages of, laundry ard dry cleaning workers since the 1955 wage survey. 
However, since data were not available for making adjustments to reflect wage changes in 
the various metropolitan areas included in the wage survey, it was felt preferable to adjust 
neither the wage data nor the budget data. It should be noted, though, that. since the 
budget figures are for 1951 and the wage data are for 1955, the comparison, if anything, 
understates the case of the inadequacy of the wages to meet the minimum standards. 
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CONCLUSION 


The Nation's more than half-million laundry and cleaning and dyeing work- 
ers are an important segment of our economy and make a vital contribution 
to the health and standard of living of the communities in which they live and 
work. It is clear from the foregoing facts that, on the whole, they do not 
now have a minimum standard of living and that State minimum wage orders, 
where they exist, have not been effective in establishing decent living standards. 
Federal action is obviously needed to correct this situation. To this end, the 
Amalgamated Clothing Workers of America urges that the protection of the 
Fair Labor Standards Act be extended to the laundry and cleaning and dyeing 
workers, as well as to other American workers not now covered by the act. 


APPENDIX 


TABLE 1.—Basic minimum rates provided in the State minimum wage orders for 
the laundry and cleaning and dyeing industries 


Arizona 


Arkansas 
California 


Colorado. 


Connecticut - 


District of Columbia 


Idaho 

Iilinois 
Kentucky 
Massachusetts- 


Minnesota 


Nevada 

New Hampshire. 
New Jersey-- 
New Mexico 
New York- 
North Dakota. -- 
Ohio 

Oregon 
Pennsylvania. - 


Rhode Island 
South Dakota 


tah 


Vermont 
Washington 
Wisconsin 


Wyoming 


NOTE.— 
rates were 


Effective date 
of order 


July 
Oct. 
May 
June 
Oct. 


Jan. 


Jan. 


July 
July 


Feb. 
Oct. 
July 


June 


July 


June 


Apr. q 


May 


12, 1948 


20, 1915 
15, 1957 


, 1956 
. 19A7 


20, 1958 


3, 1955 
, 1937 
, 1942 

), 1958 


1957 


, 1957 
. 1957 
, 1956 
. 1957 
, 1958 
. 1953 
. 1959 
. 1934 
3, 1958 
5, 1959 
, 1957 
, 1943 
, 1956 
3, 1958 


, 1950 


, 1959 


20, 1955 


Industry 


Laundry 

Dry cleaning 

Laundry, among others_. 

Laundry, dry cleaning 
and dyeing. 

aundry. 


aundry 

‘Neaning and dyeing... 

aundry, dry cleaning 

aundry, cleaning and 
dyeing, 

aundry 

sundry, dry cleaning 
and dyeing. 

aaundry 

Dry cleaning 

Laundry, dry cleaning 


General order, women 

Dry cleaning, laundry 

Laundry, cleaning 
dveing 

Service employees, includ- 
ing laundry. 

Laundry_ 

Cleaning and dyeing 

Laundry, cleaning 
dyeing. 

Cleaning and dyeing 

Laundry 

Laundry, 
dyeing. 

Laundry, dry cleaning 

_do 
Laundry, among others 


and 


and 


cleaning and 


Laundry 

Cleaning, 
pressing. 

Laundry and dry cleaning 

Laundry, dry cleaning 
and dveworks. 

General order 


dyeing, and 


.do 


The basic minimum rates listed are for full-time experienced workers. 
provided for apprentices or for workers otherwise classified as inexperienced. 


Basie minimum rate 


42 cents. 
69 cents 

15.6 cents 
$1. 


80 cents, zone A; 
cents, zone C 

$1. 

$1. 

87.5 cents. 

75 cents. 


70 cents, zone B; 60 


28 cents, district 1; 25 cents, district 2: 
23 cents, district 3 

28 cents, zone 1: 25 cents, 
cents, zone 3; 20 cents, zone 4, 

95 cents. 

$1. 

85 cents, areas of 50,000 or more; 79 
cents, areas of 25,000-50,000; 75 cents, 
areas of 5,000-25,000; 70 cents, areas of 
below 5,000. 

$1. 

85 cents. 

85 cents, nonclerical; 80 cents, clerical. 


- OE 


65 cents. 


$1. 
$1. 


$24 for week of 38 to 48 hours. 


90 cents. 
27.5 cents. 
80 cents. 


75 cents. 

$1. 

27.8 cents, 
elsewhere. 

75 cents, zone I; 70 cents, zone IT, 

80 cents, zone I; 75 cents, zone IT. 


cities 22.2 cents 


75 cents. 
65 cents. 


70 cents, communities of 3,500 or more; 
@) cents, communities of 1,000 or 
more, but less than 3,500; 50 cents 
elsewhere. 

75 cents. 


In some instances, lower 


Sources: Women’s Bureau, U.S. Department of Labor, and Commerce Clearing House. 
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TABLE 2.—Provisions for premium pay for overtime in State minimum-wage 
orders for the laundry and cleaning and dyeing industries 


State | Effective date | Industry Overtime premium pay 
of order 


Arizona......---...-.| Sept. 12,1948 | Laundry, dry cleaning. _-.| No provision. 
Arkansas... — saundry, among others_..| 144 after 8 hours a day and 6 days a 
| week at regular rate. 
California............| Nov. 15,1957 | Laundry, dry cleaning | 144 after 8 hours a day and 6 days a 
| and dyeing. week at regular rate. 
Colorado_... May 4,1956 | Laundry 144 after 8 hours a day and 44 a week at 
regular rate. 
Connecticut.-_....-...| Apr. 17,1951 | a 1\ after 44 a week at regular rate. 
June 27,1951 | Cleaning and dyeing_- 1)4 after 45 a week at regular rate. 
District of Columbia_| Aug. 22,1951 | Laundry, dry cleaning_- Less than 144 after 40 a week. 
Illinois Aug. 2,1937 | Laundry 1)4 after 44 a week. 
Kentucky... ~~. Apr. 1,1942 | Laundry, dry cleaning | 1% after 44a week in zones 1 and 2; 144 
and dyeing. after 48 a week in zones 3 and 4. 
Massachusetts ..| Sept. 16,1958 | Laundry lo after 42 hours at regular rate. 
Dry cleaning Do. 
Minnesota ....-| Jan. 13,1957 | Laundry, dry cleaning - - No provision. 
Nevada ..| Mar. 26,1959 | General order for women_-_| 14¢ after 8 in any 13-hour period, or 48 
a week at regular rate. 
New Hampshire -| June 11,1953 | Dry cleaning, laundry .| No provision. 
New Jersey ‘ -| May 1956 | Laundry, cleaning and | 14 after 40 a week at regular rate (after 
dyeing. Nov. 8, 1956 
New Mexico-__. ._..| June ,1955 | Women managers, dry | 149 after 48 a week. 
cleaning establishments. 
Laundry. ; 112 after 40 a week. 
Cleaning and dyeing Do. 
Laundry, cleaning and | No provision 
dyeing 
Ohio — ..../ Jan. 7, 1985 ‘leaning and dyeing 149 after 48 a week for store clerks, after 
40 a week for others. 
July 26, 1934 aundry 11g after 45 a week. 
Oregon Jan. 3,1958 aundry, cleaning and | 1) after 44a week, at regular rate. 
dyeing. 
Pennsylvania Feb. 15, 1959 aundry, dry cleaning Do. 
Rhode Island Oct. 1, 1957 do 5 cents an hour premium, after 45 a 
week. 
South Dakota July 1, 1943 aundry, among others No provision. 
Texas aundry, cleaning and | Double time after 9 a day. 
pressing. 
Utah June 1, 1956 aundry, cleaning, dye- | No provision. 
| ing, and pressing. 
Washington June 5, 1950 sundry, dry cleaning, Do. 
and dye works. 
Wisconsin Apr. 30,1956 | General order ‘ Do. 
Wyoming___. May 20, 1955 do ; Do. 


et FOE cian Oct. , 1958 


North Dakota. ---- .| Jan. 24, 1953 





Sources: Women’s Bureau, U.S. Department of Labor, and Commerce Clearing House. 
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TABLE 3.—Average hourly earnings for production workers, power laundries, and 


drycleaners, May—July 1955 


All produc- | Male produc- 


City | tion workers | tion worke 


Average, 29 metropolitan areas and cities 1 $1.06 | 1 $1.9 
Atlanta | . 66 | 
Bir ningham | . 63 | ; 
Boston 1. 06 1. 
Buffalo 1.11 1 
Chicago __. 1. 20 | 1. 
Cleveland 1.09 1. 
Dallas 83 | z 
De iver 1.00 1 
Detroit | 1.16 1. 
Houston 77 1 
Indianapolis | 1.08 | 1 
Kansas City, Mo 94 1 
Los Anveles ; 1.24 1 
Louisville : 94 | 1. 
Me nphis . 67 | Ri 
Milwaukee 1.14 1. 
Minreapolis-St. Paul | 1.15 1. 
Nashville 63 


Newark-Jersey City 

New York 

Philadelphia 

Pittsburgh _- eical 
Portland, Orez 


ee et et et 
— 
hm 

at et et et tet et 


Provide ice | 02 

Rich nond | .72 ‘ 
St. Louis . cee .97 | 1 
San Francisco-Oakland ‘ 1. 44 | 1 
Seattle j | 1. 32 1. 
VUNG EPO a dcensewns . 94 E 


ars | 


.19 
$1 


s4 


15 | 


Female 
production 
workers 


1 $0. 96 


ot pes 
Se 


Z 


= 
t 
we 


1Comnputel bv research department, Amalgamated Clothing Workers of America, on the basis of 


weighted averages. 


Note.—The figures exclude prennium pay for overtime and for work on weekends, holidays, and late shifts. 


Source: U.S. Depart’nent of Labor, Bureau of Labor Statistics, Summary Release, Earnings in Power 
Laundry and Drycleaning Industries, May-July 1955. 
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TABLE 4.—City worker’s family budget, * large cities, October 1951 


1 
City | Total ananeh| Hourly wage 
cost of budget needed ! 
ate apitphemmnengenmementanst 
Washington, D.C sedated sie 454 | $2. 141 
Milwaukee, Wis 387 2. 109 
Richmond, Va 


Atlanta; Ga 

Los Angeles, Calif 
Houston, Tex 
Seattle, Wash 


338 


311 


315 | 


304 | 


no bo 
3 ® 
one 


toh tb 
= 
< 


280 | 058 
San Francisco, Calif 263 | 2 050 
Birmingham, Ala | 252 044 
Baltimore, Md 


Boston, Mass 
Cincinnati, Ohio 
Pittsburgh, Pa 


217 
217 


203 


208 | 


| * 
IIIT sinks wuntanudenencigndadiatsiedinienale daaabue eae tte eaeita 202 | 020 
Denver, Colo | 199 019 
Detroit, Mich | 


Memphis, Tenn 
Chicago, Ill oa 
Minneapolis, Minn 
Portland, Oreg 
Norfolk, Va 

Buffalo, N.Y-_- 

St. Louis, Mo 
Cleveland, Ohio__......-- 
Manchester, N.H 

New York, N.Y 
Philadelphia, Pa 
Savannah, Ga 
Indianapolis, Ind 
Portland, Maine 
Scranton, Pa 

Mobile, Ala 

Kansas City, Mo 

New Orleans, La__-- 


1 Calculated by dividing the total annual cost by 2,080 hours, i.e., 40 hours a week, 52 weeks a year. 


. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 1952, p. 521. 


Source: U.S 


TABLE 5 


Estimated 


195 
190 
185 
161 
153 
146 


112 
103 
090 
083 
078 
067 
O44 
021 
002 


960 


127 | 


969 | 


812 | 


fu fut ft bf ft ff Pt OD AD OD PO BD BND OD EDDY 
4 = 
c= 
S 


5.—Working women’s budgets in various States in the United States 





annual cost | Hourly 
State of budget Date of pricing | wage 
| at time of | needed ! 
pricing } 
' 
BRT iiss in ncntectbin ties thds a aeeeeueaeeetien aeeeainae $2,312.16 | February 1954_. * 112 
Canna chuksukectasawieurisenepackaeeaehegie 2, 289.71 | Jume 1955__-.--- .101 
COURIIIE hiss ena dhchinn bons cc annnicdbasinandbbpabaatl 1, 813.00 | January 1949_ __- a 
Connecticut. - - -- el cucpanedih es Te 1, 866. 57 | March 1949____- . 897 
Sata MI ROUEN ooh santa a ee 2. 208.97 | May 1953__--__--| 1. 062 
Kentucky - ioe Daca aslend cinatn waebiaaiednatenge eh duane ena 1, 992.00 | February 1949_- . 958 
Maine. sniahcioipamniaan cceapaianimanteate jentanceaedtl 2, 236.04 | December 1950- 1.075 
Massachusetts__..--_- 96 fines inns enunthcdapelnsudpcinees | 21,966.53 | February 1954___| . 945 
OO SG in reancttiincinnpwankdhnettpebepnes tvnnciemgatel 2, 932.61 | October 1954. 1.410 
New York State..................- pS 1S 2, 588.00 | September 1955_. 1.244 
PUA itavctenndcancnbanuduaakaek --------------] 2, 799.00 | May 1957------ 1. 346 
WSR. sass népinte ened dchboksaberbsilindsennehin meee | 2, 230.00 | October 1950--- -| 1. 072 
Washington Gg Se actin a eee 2, 664.00 | May 1952-.---- 1, 281 


1 Calculated by dividing the total annual cost by 2,080 hours, i.e. 40 hours a week, 52 weeks a year. 


2 The total annual cost of commodities and services was listed as $1,723.07. 


This amount did not, however, 
include Federal income and social security taxes, listed as $209 and $34.46, respectively. Since data for other 


States include these items, they were added to the Massachusetts figure for purposes of comparability. 


Source: U.S. Department of Labor and departments of labor, industry 


, and/or welfare of the various 
States and the District of Columbia. 
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STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


The American Bankers Associati membership of which represents 
more than 98 percent of all banks in the United States and better than 99 percent 
of the bank resources—believes that the proposed increase in the minimum 
wage required by the Fair Labor St andards Act would not be advisable. This 
increase from $1 per hour to $1.25 per hour would cause undue hardship for 
many banks, particularly the smaller banks, most of which are located outside 
of metropolitan areas. 

The minimum wage required by the act is applied to all covered employers 
regardless of size. An increase in the minimum wage will further aggravate 
the difficulties that have confronted small business enterprises. This is readily 
apparent in banking which is predominantly small business made up of thou- 
sands of small institutions. Of the 14,180 banks on December 31, 1957, size 
data is available on the 13,084 insured commercial banks operating throughout 
1957. Only 903 of these banks had deposits of over $25 million ; 3,581 had deposits 
between $5 million and $25 million; while 8,600—two-thirds of the banks—had 
deposits of less than $5 million. 

The above data and that immediately following are based on the Annual 
Report of the Federal Deposit Insurance Corporation for the year ended Decem- 
ber 31, 1957, the latest report available. 

According to this FDIC report the average current operating earnings for the 

“ar 1957 for the 1.489 insured commercial banks with deposits of less than $1 
million was only $351,027; for the 2,732 banks with deposits of $1—-$2 million it 
was $61,637; and for the 4,379 banks in the $2-$5 million group it was $129,678. 
ut of these amounts, the banks must pay other costs of operation in addition 
to salaries. These other costs have been increased during recent years 

The average number of employees per million dollars of deposits for all insured 
commercial banks in 1957 was 2.7 employees. For banks with deposits of less 
than $1 million the same ratio was 5.4 persons; for banks with deposits of 
$1-S2 million it was 3.9; and for banks in the $2-85 million group it was 3.2. 
This trend of number of employees per million dollars of deposits continues 
downward till it reaches 2.2 for banks of over $500 million in deposits. Bank 
staffs range in size from those employing as few as two or three people to 
those with thousands of employees. 

The smaller banks disburse for “salaries, wages, and fees” a larger amount per 
$100 of current operating earnings than larger banks. The Federal Deposit 
Insurance Corporation report for 1957 shows that the average for all insured 
commercial banks was $28.68. For banks with deposits of less than $1 million 
the same ratio was $38.08; for banks with deposits of $1—S2 million it was $34.44 
and for banks in the $2-S5 million group it was $32.23. This trend of the amount 
paid for “salaries, wages, and fees” per_ $100 of current operating earnings 
continues downward till it reaches $25.77 for banks of over $500 million in 
deposits. 

It is readily apparent from the above that smaller banks require more people 
to service a million dollars of deposits than the larger institutions. It is also 
evident that, even though salary levels are usually lower in the smaller banks, 
they spend a considerably larger portion of their current operating earnings 
for ‘salaries, wages, and fees.” 

The small size of these banks places a practical limitation on their earnings 
which would make the payment of a higher minimum wage difficult. It must 
be borne in mind that an increase in the salary rate of the lowest paid employee 
requires corresponding increases in the pay of most other employees in order 
to maintain customary salary differentials. 

Bank employees in these banks do not have the same living expenses to meet 
that employees of city banks incur. Their transportation, food, clothing, and 
housing expenses are lower than similar expenses for the bank employee in the 
city. These advantages over city dwellers are reflected in lower living costs and 
proportionately lower salaries or wages. 

Banks, small and large, employ a majority of their permanent staffs directly 
from high schools. Banks also provide employment for thousands of students 
as part-time employees. These boys and girls are inexperienced, yet the banks 
pay them full salary while they are being trained. If minimum wage standards 
are set too high it could result in the employment of only those who already 
have acquired specialized training through secretarial or commercial schools 
and might deprive many of these youths of employment opportunities. 





oF 


dy 
Is 


TO AMEND THE FAIR LABOR STANDARDS ACT 1085 


The proposed increase from $1 per hour to $1.25 per hour will have the great- 
est impact on the small-unit bank generally located in a rural or semi-rural area. 
Banks in this category are frequently the only source of financial service to 
the farmer and rural merchant. To force a further increase in salary costs by 
increasing the minimum wage would seriously aggravate the present situation. 
It will increase the economic pressure to liquidate or to sell to larger institu- 
tions. This, at a time when many persons in and out of Government are 
expressing concern over the future of small country banks. 

The American Bankers Association, therefore, recommends that there be no 


increase in the minimum wage required by the Fair Labor Standards Act at 
this time. 





STATEMENT OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 


This statement is made by the American Institute of Certified Public Aecount- 
ants. Its purpose is to propose to the subcommittee an amendment to the Fair 
Labor Standards Act which will provide equal treatment in regard to the exempt 
status of certain types of professional employees whose professional compe- 
tence has been approved by a license from a State authority. 

The American Institute of Certified Public Accountants, the name of which 
until 1957 was American Institute of Accountants, is a nationwide organization 
of more than 33,500 certified public accountants out of a total of approximately 
64,000 in the United States. Approximately 21 percent of its members are 
employees of public accounting firms. 

The effect of the amendment is to require a modification of the present regu- 
lation, promulgated by the Wage Hour Administrator, which defines profes- 
sional employees so that the license of a certified public accountant will be 
accepted as a sufficient badge of professional competence to warrant waiving 
the minimum salary requirement as one of the tests to determine whether one is 
employed in a bona fide professional capacity. This change will put the 
certified public accountant in the same position as that of a licensed doctor or 
lawyer. 

Under the present regulation their license from a State authority is accepted 
as a sufficient badge of professional competence to warrant waiving the mini- 
mum salary requirement. Accordingly, under the present regulations a licensed 
doctor or lawyer may qualify as one employed in a bona fide professional 
capacity regardless of the amount of compensation received by him as such 
employee. On the other hand, a licensed certified public accountant may not 
so qualify unless he receives a minimum salary specified in the regulations.” 

Section 13(a)(1) of the Fair Labor Standards Act provides an exemption 
from its minimum wage and overtime requirements for any employee employed 
in a bona fide professional capacity, as such term is defined and delineated by 
the regulations adopted by the Administrator of the Wage and Hour Division 
of the Department of Labor. In compliance with this direction the Administra- 
tor has set up a series of tests all of which must be met before a person is 
considered to be employed in a bona fide professional capacity. One of the tests 
for this exemption, as well as other exemptions, is the amount of salary received 
by the employee in question. This test, which has come to be known as the 
salary test, has been applied to all professional employees except licensed 
lawyers and doctors who are actually engaged in the practice of their profession. 
(29 CFR, par. 541.3(e), Supp. 1957.) 

In order to understand the problem it is necessary to learn at the outset the 
reasons which have been assigned by the Administrator for having any salary 
test. The discussion of the “fuction of the salary requirement” which is con- 
tained in the “Report and Recommendations” of March 3, 1958, from Harry S. 
Kantor, Assistant Administrator, to the Acting Administrator, indicates the 
reasons which have been assigned for such a test. The report states: 

“The terms ‘bona fide executives,’ ‘administrative and professional’ imply 
a certain prestige, status and importance, and the employee’s salary serves 
as one mark of his status in management or the professions. It is an index 
of the status that sets off the bona fide executive from the working squad 
leader, and distinguishes the clerk or subprofessional from one who is per- 





‘The regulations also prescribe an additional salary test which, in the case of all 
Professional employees, may limit the scope of the Administrator’s other tests of profes- 
sional employment. This additional salary test is not here put in issue. 
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forming administrative or professional work. Generally speaking, salary is a 
good indicator of the degree of importance attached to a particular employee's 
job. 

“Essentially, the salary tests are guides to assist in distinguishing bona fide 
executive administrative, and professional employees from those who were not 
intended by the Congress to come within these categories. They furnish a 
practical guide to the investigator as well as to employers and emplovees in 
borderline cases, and simplify enforcement by providing a ready method of 
screening out the obviously nonexempt employees.” 

It should be noted that the term “bona fide professional” is considered as 
implying a certain prestige, status and imnortance, and that the emnloyee’s 
salary is considered as a mark of the individual’s status in his profession. It 
should also be noted that the salary is considered to be a practical guide to 
the investigator in order to simplify enforcement by providing a ready method 
of screening. 

The possession of a certified public accountant license implies a certain 
prestige, status and importance in the profession of public accounting. It is a 
certificate by the licensing authority as to the professional competence of the 
possessor of the license. 

Moreover, all of the 48 States, the Territories, and the District of Columbia 
now grant licenses to certified public accountants upon the basis of the ac 
countants performance in a uniform 2% examination. We believe this is the 
only profession having a uniform examination for all jurisdictions in the United 
States. Certainly the examination required of applicants for licenses to practice 
law and medicine are not uniform. 

Although the requirements to be met in order to obtain a license to practice 
law or medicine vary widely, such a license is apnarently considered by the 
Administrator as a sufficient badge of professional competence to warrant waiv- 
ing the salary reouirement with respect to the possessor of such a license. On 
the other hand, the possession of a license to practice as a certified public 
accountant, the examination for which is uniform, is not considered by the 
Administrator to be a sufficient badge of professional competence to warrant 
such a wairer. 

The salary paid a certified public accountant is no more indication of his 
status in his profession than is the salary paid a lawyer or a doctor. 

Notwithstanding the foregoing, the salary requirement is waived for lawyers 
and doctors but is not waived for certified rublic accountants. 

The “Report and Recommendations” mentioned above attempts to justify this 
strange result as follows: 

“* * * accountants, unlike members of the medical and legal professions, may 
perform work in their fields without possessing licenses. Thus, the exception 
would be extended to only a portion of those engaged in [this profession]. 
Many * * * accountants who do not possess licenses or certificates qualify for 
exemption on the basis of their duties and salaries. To provide an exception on 
the basis proposed would result in unequal treatment under the regulations. * * *” 

It is true that, although every jurisdiction in the United States has licensing 
requirements with respect to certified public accountants, not all jurisdictions 
require licenses to practice public accounting. However, it does not follow 
from this that granting the exemption from the salary requirement, which the 
Institute is requesting, would result in “unequal treatment” under the regu- 
lations. 

It is true that those possessing licenses as certified public accountants would 
be treated differently from those accountants who do not possess such licenses. 
However, there is a valid basis for this distinction, in that the nonlicensed 
accountants do not possess certificates from the licensing authority as to their 
professional competence. All who possess certified public accountant licenses 
would be treated alike, and all who do not possess such licenses would be 
treated alike. The possession of a certified public accountant license is a 
valid, sensible, and practicable basis for granting different treatment to the two 
groups. 

Of course, the salary requirement itself results in the type of “unequal treat- 
ment” mentioned in the report. Employees whose salaries are below the required 
minimum will be denied exemption, but others whose salaries are at the required 
level will be exempted even though their work is identical to that performed by 
the nonexempt employees. However, the salary test is regarded as a valid 
basis for distinction because it simplifies enforcement by providing “a ready 
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method of screening out the obviously nonexempt employees.” Substitution of 
possession of a certified public accountant’s license for the salary requirement 
would similarly afford a valid basis for distinction. It would provide a ready 
screening method as in the case of possession of licenses to practice law or 
medicine. 

In recent legislation Congress has recognized the universal licensing require- 
ments for certified public accountants and has considered this a valid basis 
for distinguishing them from accountants who are not licensed. This is ap- 
parent from the legislative history of a 1952 amendment to the Defense Pro- 
duction Act of 1950. By the amendment, Congress extended exemptions from 
the act, theretofore granted to physicians and lawyers, to architects, engineers, 
and certified public accountants employed in a professional capacity. In so do- 
ing, it indicated, with respect to architects and engineers, that it did not qualify 
the exemption by the use of the word “licensed” because of the varying practices 
in the States. However, as to lawyers and certified public accountants, it did 
qualify the exemption by the use of the word “licensed” because of the universal 
requirements for licensing with respect to these professions. Moreover, it 
recognized a distinction between accountants licensed to practice as certified 
public accountants and those who do not possess such licenses in that the ex- 
emption was limited to those possessing such licenses. (Sec. 104(f) of the De- 
fense Production Act Amendments of 1951, 65 Stat. 131, at p. 185; sec. 109(a) 
of the Defense Production Act Amendments of 1952, 66 Stat. 296, at p. 298; 
S. Rept. 1599, S2d Cong., 2d sess., at pp. 28 and 34.) 

The report and recommendations mentions that doctors and lawyers are 
recognized as quasi-public officials and assigns this as one of the reasons for 
originally exempting doctors and lawyers from the salary requirement. 

However, a certified public accountant is also a quasi-public official. The 
value of his opinion on a financial statement presented as a basis for decision 
by businessmen, financial institutions, and investors, depends upon public 
recogition of his independence and integrity as well as his technical knowledge. 

There are well-established rules of professional conduct applicable to the 
practice of certified public accountants. The institute has adopted such rules, as 
have the State societies of certified public accountants. Laws and regulations 
of State authorities and the rules and decisions of the Securities and Exchange 
Commission and the Treasury Department likewise set forth standards to be 
followed by certified public accountants in the practice of their profession. 

As in the case of law and medicine, no problem of classification is presented 
by exempting certified public accountants from the salary requirement. It is a 
simple matter to determine whether an employee holds a license to practice as 
a certified public accountant. 

Language for a suggested amendment which will accomplish the desired 
change in the Fair Labor Standards Act is as follows: 

Amend item (1) of section 13(a) U.S.C. (title 29, seetion 213(a)(1)) by 
adding as a proviso the language in italic below, so that the section, as amended, 
will read as follows: 

“(a) The provisions of sections 206 and 207 of this title shall not apply with 
respect to (1) any employee employed in a bona fide executive, administrative, 
professional, or local retailing capacity, or in the capacity of outside salesman as 
such terms are defined and delimited by regulations of the Administrator: Pro- 
vided that no such regulation shall exclude from this exemption, solely because 
of the amount of compensation received, an employee who is a doctor, lawyer, or 
certified public accountant, licensed to practice his profession as such, and who 
is employed ina bona fide professional capacity ;” 


STATEMENT OF THE AMERICAN VETERANS COMMITTEE (AVC) 


Mr. Chairman and members of the committee, the American Veterans Com- 
mittee appreciates the opportunity to place before you a brief statement in 
support of the wage-hour amendments contained in the bill introduced by 
Senators Kennedy and Morse, formally known. as 8. 1046. 

Some of you may think it strange for an organization of veterans to be con- 
cerned with legislation of such broad application. If so, we would remind you 
that AVC has from its inception emphasized the principle that veterans are 
citizens first; and therefore we place matters of the general good above those 
which might benefit veterans alone. 
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Our statement of principles, as an organization, “supports the active inter- 
vention of government, and especially of the Federal Government, in the econ- 
omy and general welfare of our country to stimulate and provide employment 
* * * and to provide for the general welfare and health of our people.” And 
among other things, we favor enhanced purchasing power for the American 
people. 

It seems to us that these same objectives are set forth, in slightly different 
words, in the Fair Labor Standards Act of 1988. We believe the time is long 
overdue for the Congress to revise that act so that its objectives will be more 
nearly approached. 

We have read with interest the testimony laid before your committee in the 
last week. In particular, we have studied the statements of those who oppose 
the $1.25 minimum wage and its extension to more workers, even to the modest 
degree proposed by S. 1046. 

This testimony has in several instances been ingeniously put together, and has 
a surface plausibility. But in our view it has failed to come to grips with a 
basie question first propounded by the sponsors of the proposed legislation, 
which we wish could have been asked of each opposing witness. That basic 
question might be stated as follows: 

“Do you think you could live on $1 an hour?” 

It is our hope that your committee, in weighing the testimony placed before 
you, will give priority to that question. It is the essence of the Fair Labor 
Standards Act; it is the why and the wherefore of Federal intervention in this 
area. 

If you decide—as we believe you must—that no self-supporting American 
ean maintain anything approaching a decent standard of life at less than 
$1.25 an hour today, we feel this fact should compel your support for the $1.25 
minimum and its extension to the maximum number of workers. 

We do not deny that rather substantial adjustments may be necessary in 
a few sections of our economy if Congress so acts. But we believe it is inherent 
in the American way of life that other interests can and should make whatever 
adjustments are necessary to insure the well-being of the individual men and 
women in our society. 

Certainly we see no merit in the argument—which is implied by some of the 
opponents of the bill—that less than subsistence wages are justified to insure 
the continued solvency of one or other sort of enterprise. ‘ 

We are in favor of business enterprise, and of business solvency. But if a 
choice must be made, we choose a living wage for the workers rather than the 
solvency of the employer. Experience has shown that those few employers 
who cannot afford to meet a fair minimum wage, whether established by statute 
or by collective bargaining, are quickly supplanted by more resourceful oper- 
ators who can meet their social responsibilities at a profit. 

We hope your committee, and the Congress as a whole, will act promptly and 
favorably on the modest improvements proposed by S. 1046. 


JOINT STATEMENT OF THE AMERICAN TAXICAB ASSOCIATION, INC., AND THE NATIONAL 
ASSOCIATION OF TAXICAB OWNERS 


This statement is submitted jointly by the National Association of Taxicab 
Owners and the American Taxicab Association, Inc., in opposition to so much 
of S. 1046 as would have the effect of eliminating the presently existing exemp- 
tion of the taxicab industry from the minimum wage and overtime requirements 
of the Fair Labor Standards Act. 

The American Taxicab Association, Inc., is an organization composed of 
approximately 1,500 taxicab fleet operators throughout the country. The Na- 
tional Association of Taxicab Owners is an organization which embraces a large 
majority of the larger taxicab companies. 

At the present’ time section 13(a)(12 of the Fair Labor Standards Act as 
amended, provides a complete exemption from the minimum wage and overtime 
requirements of the Act for “any employee of an employer engaged in the busi- 
ness of operating taxicabs.” This express exemption was placed into the act 
only after careful study and consideration. It was included in the 1948 amend- 
ments to the act-sponsored by Senators Pepper, of Florida, and Taft, of Ohio, 
in recognition of the peculiar and specialized operating conditions in the taxi- 
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cab industry which make the regulatory pattern of the Fair Labor Standards 
Act singularly inappropriate for that industry. 

In the typical case a taxicab driver employed by a fleet operator works on 
a commission basis, earning approximately 45 percent of the fare plus tips. 

The taxicab driver, by the very nature of his work, is not subject to the 
supervision or control of his employer. He is on his own. 

There are innumerable cases, in fact almost universal practice, where there 
are two drivers for each cab. The second or supplemental drivers are fre- 
quently college students or men employed in other industries who want to 
increase their weekly stipend by working as taxicab drivers for such time as 
they may have at their disposal. For example, here in Washington many 
employees of the Government work as part-time taxicab drivers. 

Thus it is apparent that the guarantee of a minimum wage, for putting in 
standby time, which minimum might in many cases approximate earnings 
otherwise to be derived from commissious, removes the incentive element from 
the existing wage pattern in the taxicab industry. The removal of this incen- 
tive element would completely disrupt the wage structure of the industry and 
is bound to be costly to employers, even though average hourly earnings may 
exceed the statutory minimum imposed. 

In view of the peculiar wage structure of the taxicab industry which takes 
into account the unsupervised nature of the work and is calculated in large 
part to compensate for standby or oneall time, the overtime requirements of 
the Fair Labor Standards Act would be extremely damaging to the industry. 

In the overwhelming number of Cases, the amount of interstate business done 
by the taxicab industry is de minimus. Taxicab companies are subject to State 
and local regulation governing service, standards, and fares. This is a uniquely 
local industry. 

By date of May 1, Hon. Wendell B. Barnes, Administrator of the Small 
Business Administration, addressed a letter to the Secretary of Labor which 
read as follows: 

“T enclose for your consideration a copy of a letter addressed to me on April 
9, 1959, by Mr. Martin L. Friedman, counsel for the American Taxicab Asso- 
ciation, objecting to various legislative proposals to repeal or limit section 
13(a) (12) of the Fair Labor Standards Act. 

“It seems to me that Mr. Friedman advances cogent reasons for the contin- 
uance of the exemption presently enjoyed by the taxicab industry from the 
wage and hour limitations of the act. I am particularly impressed by his 
point that the members of the association, the great majority of which are 
small business concerns, are generally subject to local regulations governing 
the rates they may charge and similar matters. Such regulations would make 
it difficult, perhaps impossible, for the operators to pass on. increases in oper- 
ating costs resulting from the application of wage and hour legislation. 

“LT hope that your Department will vigorously oppose any proposal that would 
disturb the exemption.” 

In view of the above considerations, the American Taxicab Association, Ine.., 
and the National Association of Taxicab Owners join together in urging the 
committee to preserve the exemption in the present bill covering the taxicab 
industry. We respectfully suggest to the committee that the taxicab industry 
does not belong in this bill and that by throwing it in along with many dis- 
similar types of business great harm can be done to the industry without cor- 
responding public benefits. 

SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., May 1, 1959. 
Mr. Martin L. FRIEDMAN, 
Chapman, Wolfsohn & Friedman, 
Washington, D.C. 


DEAR Mr. FRIEDMAN: I enclose a copy of the letter which I adressed to the 
Secretary of Labor, urging him to oppose any legislative proposal to repeal or 
limit the applicability of section 13(a) (12) of the Fair Labor Standards Act. As 
you will note, I took the liberty of sending him a copy of your letter to me, of 
April 9, 1959, stating the reasons for retaining the exemption presently enjoyed 
by the taxicab industry from the operations of the act. 

If I can be of further assistance to you in this or any other matter, please let 
me know. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 
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SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., May 1, 1959. 
Hon. JAMES P. MITCHELL, 
Secretary of Labor, 
Department of Labor, 
Washington, D.C. 


DeAR Mr. SecreTARY: I enclose for your consideration a copy of a letter ad- 
dressed to me on April 9, 1959, by Mr. Martin L. Friedman, counsel for the 
American Taxicab Association, objecting to various legislative proposals to re- 
peal or limit section 13(a) (12) of the Fair Labor Standards Act. 

it Seems to me that Mr. Friedman advances cogent reasons for the continu- 
ance of the exemption presently enjoyed by the taxicab industry from the wag 
and hour limitations of the act. I am particularly impressed by his point that 
the members of the association, the great majority of which are small business 
concerns, are generally subject to local regulations governing the rates they 
may charge and similar matters. Such regulations would make it difficult, per- 
haps impossible, for the operators to pass on increases in operating costs resulting 
from the application of wage and hour legislation. 

I hope that your Department will vigorously oppose any proposal that would 
disturb the exemption. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 


APRIL 9, 1959. 
Re proposed extension of coverage of the Fair Labor Standards Act of 1938. 
Hon. WENDELL B. BARNES, 


Administrator, Small Business Administration, 
Washington, D.C. 


DEAR Mr. BARNES: On February 7, 1958, I wrote you on behalf of the Ameri- 
“an Taxicab Association and pointed out some of the unique operating condi- 
tions existing in the taxicab industry which would make inappropriate the ex- 
tension of coverage of the Fair Labor Standards Act to employees of that 
industry. 

You were good enough in your reply of March 5, 1958, to take note of some of 
these special characteristics of the industry, and particularly the peculiarly local 
nature of the industry. You pointed out, for example, that the taxicab industry 
is subject to local regulation as to fares and similar matters. You are also 
aware, of course, that the taxicab drivers are paid primarily upon a commis- 
sion plus tips basis, and are not subject to supervision in the performance of 
their duties as are retail clerks or other personnel working within a given plant 
or establishment. 

Once again this year numerous bills have been introduced in the Congress 
which would have the effect of removing the long standing exemption of the taxi- 
eab industry from the provision of the Fair Labor Standards Act. The prin- 
cipal such measure now under consideration is the so-called Kennedy Dill 
S. 1046. The American Taxicab Association, of course, is opposed to the en- 
actment of this proposed legislation. We are not opposed to fair labor stand- 
ards, and respectfully submit that the labor standards maintained in the taxicab 
industry are high. We do believe, however, that the statutory scheme of the 
Fair Labor Standards Act simply does not fit an industry such as the taxicab 
industry, and that legislation of the type of S. 1046 is an attempt to put a 
square peg into a round hole. 

I am advised that the administration is now preparing its views on this legis- 
lation for presentation to Congress. I am most hopeful that you will make it 
clear to those responsible for presenting the administration’s view that this 
proposed legislation poses a very difficult problem for a group of small business- 
men whose interests appear to have been lost sight of in an attempt to solve 
the problems of certain retail clerks and other groups, whose situation is quite 
dissimilar. 

With many thanks for whatever you can do to see that this matter is properly 
presented, and in appreciation for your consistent efforts on behalf of small 
businessmen, I am 

Sincerely yours, 


MakRTIN L. FRIEDMAN, 
Counsel for American Tawicab Association. 
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STATEMENT OF BARRE STEAM LAUNDRY, BARRE, VT. 


The Vermont Dry Cleaning and Laundry Plant Owners Association, a list 
of whose members is attached, would like to present to the Subcommittee on 
Labor of the Senate Labor and Welfare Committee the following comments on 
S. 1046 as it would appear to affect the laundry and cleaning industry in 
Vermont. 

Section 3 (3) which states “any enterprise where such employer has one 
or more establishments engaged in laundering, cleaning, or repairing clothes 
or fabrics if the annual gross volume of such enterprise is less than $250,000, 
or if the sales of such enterprise to customers who are engaged in a mining, 
manufacturing, transportation, commercial, or communications business amount 
to at least 15 percent of the gross volume of sales of such enterprise”; would 
seem to be included to exempt small laundry and dry cleaning plants. 

Careful study of this section indicates that, on the one hand, the exemption 
clearly applies if the annual gross volume is less than $250,000 but, on the other, 
this exemption is then removed by not allowing more than 15 percent of this 
volume to be done with certain types of businesses, in particular the classifica- 
tion referred to as commercial. A liberal interpretation of “commercial,” and 
the term is not defined anywhere, would include all those plant exempted in 
the first instance. A laundry doing only $30,000 per year would come under 
the law if it did $4,500 under the “commercial” classification. It is our com- 
mon opinion that all Vermont laundries would be exempt under the first pro- 
vision and all included under the second. 

In 1957 the Vermont Legislature passed a State minimum-wage law, setting 
the minimum at 75 cents per hour. The 1959 legislature has increased this 
minimum to $1 per hour. The laundry and cleaning industry in Vermont is 
now faced with a 3314 percent increase in basic wages as of September 1 of 
this year. If these industries were now to be covered under the Federal wage- 
hour law, as S. 1046 would seem to indicate, it would mean a wage increase 
in less than a year of 6624 percent, which is far more than they could possibly 
absorb. 

Vermont laundries have a choice of the following means to meet wage in- 
creases: (1) Increase consumer prices, (2) take the increase out of present 
profits, and (3) install labor-saving machinery. 

The laundry industry is extremely sensitive to price increases. The electric 
washing machine and dryer give the housewife an extremely efficient means 
of doing her own laundry. The big volume of family laundry has already been 
priced out of the market. The Vermont economy is not strong enough to with- 
stand the price increases which would be mandatory to cope with any $1.25 
per hour minimum wage. 

_ To take wage increases out of present profits in the laundry industry in this 
State is not realistic. We have to make some profit to stay in business. Latest 
figures show the average for all laundries in New England to be a profit of about 
2% percent. Total labor costs average out at about 60 percent of gross dollar 
volume. Some of the more efficient plants might get up to 7 percent profit. 
That this condition is normal here is attested to by the fact that in some 30 
years no new family laundry plants have been built in Vermont, they have been 
handed down from one generation to the next, or their ownership transferred. 

The latest census figures show that Vermont has a population of some 
370,000 people and will lose some 2,000 in the period between now and 1970. 
This compares with a U.S. average gain of some 25 percent. This means 
that a Vermont laundry cannot hope to be big enough to install the large 
equipment necessary to lower unit labor costs. One such laundry could easily 
process all the volume in the State. 

These present factors make the industry here tough enough without increas- 
ing the squeeze between consumer control of prices and mandatory Federal 
minimum wages. The net result, of course, is to put more small concerns out 
of business. Linen supply firms that operate nationally now operate the length 
and breadth of the State. Small local firms need all the help they can receive 
to compete with these groups and give employment to local people. If we 
were ever confronted with an atomic attack, it would seem that the local plants 
would be better able to handle the work of decontamination than plants outside 
the State. 

Some consideration should be given to the type of labor emploved in these 
industries. Many people, because of age, slow reflexes, low intelligence, etc., 
who cannot find employment in the better paid industries, find work in the 
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service industries. Many of them are not primary wage earners but are sup- v 
plementing the family income or adding to their social security payments, p 
A $1.25 minimum wage tells many of these people that they cannot work a 
in industries like the laundry where they have been getting along up to now— i} 
they never have been able to find employment in firms engaged in interstate 0 
commerce, 

The members of this association are strongly of the opinion that the ex- il 
emption specifically granted to the laundry and cleaning industry under the li 
present Federal minimum wage and hour law should be maintained as it is, il 
that to change it would invalidate the many State minimum wage laws, that the E 
net results of a change would be inflationary, that it would tend to eliminate il 
more small plants, and that, in the aggregate, it would mean less jobs to those a 
people who need them badly. 

The theory expressed in S. 1046 that the dollar volume done by a business St 
determines whether or not it can be regulated by the Federal Government does tl 
not seem to be at all in keeping with the concept of the Federal minimum wage Si 
law as it was at first set up under the authority granted in the Interstate Com- h; 
meree clause of the Constitution. At that time Senator Black pointed out that 
the minimum wage provisions of the act were limited, except to a small extent, t 
to goods which were actually manufactured for transportation and are trans- ri 
ported in interstate commerce and he said: “We therefore eliminate in the Ci 
beginning any idea that this is an effort to regulate wages and hours in the hi 
various service industries through the Nation.” Py 

If dollar volume becomes a criteria as to what constitutes interstate commerce, th 
then it would seem to be just a matter of time before every employee in the 
country could be included under the Federal minimum wage and hour law. vi 

This association wishes to express its thanks to the committee for consideration 1¢ 
of these comments on 8S. 1046. ar 

MEMBERSHIP VERMONT Dry CLEANING & LAUNDRY PLANT OWNERS pl 
ASSOCIATION th 
0 

Barre: Barre Steam Laundry, Twin City Dry Cleaners, and Prosperity os 
Odorless Cleaners, lov 

Barton: Barton Cleaners. 

Bellows Falls: Bellows Falls Cleaners. ch 
Bennington: Bennington Bell Laundry & Cleaners. du 
Brattleboro : Custom Laundry, Lawton Dry Cleaners. 

surlington: Central Drive In Cleaners, Empire Launderers & Cleaners, me 

Greer’'s Houses of Cleaning, Lennie’s Shirt Laundry & Cleaners, New York 
Cleaners, Quick Service Laundry, Solomon's Cleaners, Solomon's Inc., Vermont rol 
Cleansing Co. bet 

Middlebury: Benjamin Bros. Dry Cleaning. wa 
Montpelier: Brown’s Dry Cleaners, Montpelier Steam Laundry. clu 
Newport: Paul’s Cleaners. wa 
Rutland : Foley’s Laundry & Cleaners, Paul's Cleaners, Rutland Baby Laundry. ( 
St. Albans : Tom’s Cleaners, Martin’s Laundry. Sty 
St. Johnsbury: Amidon Cleaners, Palmer Bros. Launderers & Cleaners, Scott wil 

Super Cleaners. Co 

Vergennes : Vergennes Steam Laundry. 1 
Waterbury : Le May’s Cleaners. the 
Windsor: William’s Laundry & Dry Cleaning. I 
Ric 
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STATEMENT OF FERNANDO SIERRA BERDECIA, SECRETARY OF LABOR OF THE se 

COMMONWEALTH OF PUERTO RICO oi 

are 


I want to express my appreciation for this opportunity to present the case | for 
of the Commonwealth of Puerto Rico in relation to minimum wage legislation. son 
Some of you, who have dealt with this problem in the past, are no doubt well [| of | 
acquainted with our situation. Nevertheless, I would like to make a few remarks [| Cen 
on the general economic conditions in Puerto Rico to serve as a background | was; 
for the position we are taking on this problem of minimum wages. T 

Throughout most of its history since the days of Columbus, Puerto Rico was f min 
almost exclusively dependent upon agriculture. Since 1940, however, we have | mit 
made great progress in industrializing our island, although we still have a long | oug 
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way to go. 


We have built new and modern roads and highways: low-cost housing 
projects have been developed; new schools have been erected to accommodate 
all our school age population; new hospitals have been constructed; and new 
industries have been promoted to provide employment with higher wages for 
our workers. 

As you know, Puerto Rico, with a population of around 2.3 million inhabitants 
in an area of approximately 3,500 square miles is one of the most densely popu- 
lated places in the world—about 660 persons per square mile. It is exceeded 
in this respect only by two of the most highly industrialized countries of Western 
Europe: England and Belgium. In this hemisphere, the most densely populated 
independent country is Haiti, which has a population density only half as great 
as that of Puerto Rico. 

According to the last census, in 1950 we had approximately 645 persons per 
square mile. In that same year there were only 50 persons per square mile on 
the mainland of the United States. If the continental United States had had the 
same density of population as Puerto Rico, the population of the mainland would 
have exceeded 1.9 billion, or almost the world’s total population in 1950. 

On top of that, as I have already mentioned, the island has a highly agricul- 
tural economy. Practically all the other countries of the world with a compa- 
rable density of population are largely urbanized and highly industrialized. Be- 
cause of an almost complete lack of mineral and fuel resources, because of its 
history and traditions, and because of its late entry On the industrial scene, 
Puerto Rico will face great difficulties in becoming as highly industrialized as 
these other areas. 

Although employment in agriculture has been declining, agriculture still pro- 
vides around 27 percent of total employment. Manufacturing provides only about 
16 percent of total employment. In the United States, the corresponding figures 
are 9 percent for agriculture and 24 percent for manufacturing. 

The labor force averaged around 639,000 in 1958, of which 550,000 were em- 
ployed and 89,000 unemployed. The rate of unemployment has fluctuated during 
the last 9 years from an annual average of 13 to an annual average of 16 percent; 
for the entire period it averaged a little more than 14 percent. In contrast, the 
unemployment rate on the mainland in those same years has fluctuated from a 
low of 2.5 to a high of 6.8 percent with an average of around 4 percent. 

On the mainland, an unemployment rate of 6 or 7 percent has, very naturally, 
caused grave concern, if not alarm. In Puerto Rico the lowest annual average 
during the last 9 years has been 13 percent. 

As you know, we have been actively trying to reduce unemployment by various 
means since 1940 but we still have a long way to go. 

Due to the establishment of new manufacturing plants and the still important 
role of agriculture, wages in the Commonwealth of Puerto Rico stand midway 
between those of an underdeveloped, agricultural economy, and those of a high- 
wage and high-productivity, industrialized economy. This midway position pre- 
cludes the island from competing with underdeveloped areas on the basis of low 
wages or with industrialized areas on the basis of productivity. 

Our income per capita is only about one-quarter of the average for the United 
States. It is barely 50 percent of the average income in Mississippi, the State 
with the lowest per capita income, and 17 percent of the corresponding figure for 
Connecticut, the State with the highest income per capita. 

With this general economic background in mind, I should now like to review 
the manner in which the Fair Labor Standards Act has applied to Puerto Rico. 

In 1938, it was originally intended that the law should apply fully in Puerto 
Rico. Therefore the flat 25 cents minimum that became effective on the main- 
land was applied also to Puerto Rico. The economic situation of the island was 
so bad, however, that a congressional investigating committee found the effect 
of the 25 cents minimum to be “disastrous to the economy” of Puerto Rico. As 
a result, Congress decided in 1940 to revise the minimum wage setting procedure 
for Puerto Rico (and also for the Virgin Islands). At that time there were 
some industries in Puerto Rico able to pay the 25 cents minimum but the majority 
of the industries could not afford it. Many of them were paying as little as 5 
cents per hour. Thus, in 1940 the flexible approach for the setting of minimum 
wages was instituted. 

The system is called flexible because it provides for adjustment of the 
minimum wage to the economy of each and every industry. A tripartite com- 
mittee, appointed by the Secretary of Labor of the United States makes a thor- 
ough investigation of each covered industry and fixes the highest minimum wage 
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that each industry can pay without substantially curtailing employment. The 
law also specifically provides that no competitive advantage may be allowed to 
industries located in Puerto Rico over those located in the United States outside 
of Puerto Rico. Minimum wages are set lower in Puerto Rico only to the extent 
necessary to compensate for lower productivity, expense of transportation and 
other cost disadvantages. In this manner the interests of the employers and 
employees of Puerto Rico and also of the employers and employees of the main- 
land are wholly guaranteed. 

I may add here, that direct representation for employers, employees, and the 
publie interest, both from the mainland and from Puerto Rico is provided 
for on these committees. All parties having a legitimate interest in the setting of 
minimum wages in Puerto Rico and all areas that can be affected by such 
minimum wage setting are directly represented on the committees. Since Janu- 
ary 1958, a total of 32 committees have been convened. In each and every one 
of them there have been five representatives from the mainland and four from 
Puerto Rico. The chairmen of all but three of these committees have been from 
the mainland. 

Both Congress and the legislative Assembly of Puerto Rico have studied time 
and again the minimum-wage-setting procedure for Puerto Rico. Each time, 
after a thorough study, both have decided to keep the committee system since it 
is the best-known tool available for the specific and peculiar situation existing 
in Puerto Rico. As recently as June 1956, the Legislative Assembly of Puerto 
Rico after a careful study of the whole situation decided to enact a new minimum 
wagelaw. The flexible approach was again embodied in that law. 

You may remember that in 1955 this question of the minimum wages in Puerto 
Rico was very thoroughly debated in Congress. On that occasion our Governor, 
Luiz Muiioz Marin, testified before the House Subcommittee on Educstion and 
Labor. I also testified. In addition, we presented our case before this Senate 
subcommittee. The 1955 amendments to the Fair Labor Standards Act, as you 
know, recognized again the need for the flexible system for Puerto Rico. With 
our wholehearted support, Congress strengthened and expedited the committee 
procedure which prior to 1955 was a long and burdensome one. As a result of 
the changes made in 1955, it now takes only around 10 days to have the com- 
mittee make its recommendations and these take effect 15 days after they are 
published in the Federal Register by the Secretary of Labor. 

Furthermore, it was decided that there should be periodic reviews of minimum 
wages in Puerto Rico within specified time intervals. As the law stands now, 
it is mandatory for the Secretary of Labor of the United States to appoint an 
industry committee for each industry in every biennial period so as to be assured 
that the workers in Puerto Rico receive the full benefit of the act. We were and 
we are in full accord with these measures. 

In order to show the achievements of the system and of the innovations intro- 
duced in 1955, I am submitting herewith a table showing, industry by industry, 
the minimum wages in effect in September 1955 and those in effect now. TI also 
have a computation showing the proportion of covered employees at the various 
minimum wage levels now and 4 years ago. 


Percentage distribution of employees in Puerto Rico covered by the Fair Labor 
Standards Act of 1938, a amended, according to minimum rate per hour as of 
February 1959 and August 1955 


Percent of total employees 


Minimum wage per hour 
February August 


| 


$0.50 to $0.59___ 
Less than $0.50_- 


Dm OWI 


1 At 75 cents. 
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As the table shows, the progress has been very rapid indeed. The highest 
possible minimum wage of 75 cents in 1955 applied to only 30 percent of the 
covered workers; this year, the highest minimum of $1 applies to 43 percent and 
71.5 percent have a minimum of 75 cents or more. In 1955 minimum wages of 
less than 50 cents applied to 35 percent of the employees; now only 5.6 per- 
cent are at this level. 

Let me add here that since 1941 we also have a Commonwealth minimum 
wage act. This act was completely revised in 1956 and a committee system 
similar to that approved under the Federal law was adopted. Our minimum 
wage act covers all workers except government employees in purely governmental 
functions; domestic service; and executive, administrative, and professional 
elnployees. Therefore, agriculture, trade, manufacturing, and services are 
covered by our act. It is mandatory for our board to revise all wages at least 
once every 2 years. During the last fiscal year (1957-58) our minimum wage 
board approved 19 mandatory decrees affecting approximately 107,000 workers 
with an estimated increase in payroll of around $11 million, an increase of 
about 9 percent of the total wage bill in a single year. Thus, it is evident that 
the Puerto Rican Government has been doing its part to improve as rapidly 
as possible the wage levels of all workers in Puerto Rico. 

This minimum wage activity of both the Federal and Commonwealth Gov- 
ernments is of very great importance to the workers and the economy of Puerto 
Rico. Minimum wages have a much greater effect in Puerto Rico than on 
the mainland for two reasons: First, the large volume of unemployment and 
the relatively low productivity of many of our industries make wage increases 
above the minimum level far more difficult in Puerta Rico: second, the flexible 
system of minimum wage administration assures that, whenever opportunity 
for a wage increase develops in an industry, it is rather promptly reflected in a 
higher minimum. For these two reasons, the overwhelming proportion of our 
employed workers directly benefit from minimum wage increases, while on the 
mainland economy, direct benefits are limited to a much smaller fraction of the 
employed workers. 

Let’s examine now how this minimum wage activity has affected the gross 
hourly earnings of our workers in the manufacturing industries. 

In 1950 average gross hourly earnings in the manufacturing industries of 
Puerto Rico amounted to 44 cents. Wages for the same secto: in the main- 
land averaged $1.46 an hour. By 1955 average hourly earnings in Puerto 
Rico had advanced 27 percent to 56 cents. Wages on the mainland advanced 
to $1.88, a 29-percent increase. Thus, the percentage increases from 1950 to 
1955 were quite similar in Puerto Rico and on the mainland. Then, however, 
the situation changed. In 1957 wages in Puerto Rico advanced to 76 cents, an 
increase of 36 percent over the 1955 figure. Wages on the mainland in 1957 
averaged $2.07, a 10-percent increase over the 1955 average. Average hourly 
earnings for manufacturing industries on the mainland averaged $2.13 in 1958 
in comparison to an average of 83 cents for Puerto Rico. Between 1957 and 1958 
the average for the mainland increased 3 percent against a 9percent increase 
for Puerto Rico. 

Since 1955, the year when the Federal law was amended increasing the Fed- 
eral minimum from 75 cents to $1, wages in manufacturing in Puerto Rico have 
risen by 48 percent while on the mainland they have risen by 18 percent. The 
increase in average gross hourly earnings in manufacturing industries in Puerto 
Rico attests to the vigorous and judicious implementation of both Federal and 
Commonwealth minimum wage legislation. It is obvious that the flexible sys- 
tem has worked very well indeed in this respect. 

The need for continued use of this successful system is perhaps best illustrated 
by our experience during the year ending March 1959. During this year, all 
Puerto Rican industries engaged in interstate commerce were reviewed by com- 
mittees appointed by the U.S. Secretary of Labor, excepting only those industries 
whose minimum wages already matched the mainland level of $1. These com- 
mittees in that one year in effect made a total of $99 separate minimum wage de- 
terminations. In 11 of these 99 cases, they found it impossible to raise the 
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minimum : in SS cases, they raised it by amounts varying from 1 cent to 20 cents. 
Here is the distribution in detail: 
No. of 
industries 


or 






division 







or 

Inerease industries 
None s ‘ ; i dicen xiao anes cian gialbtas ese 
1 to 4 cents a ili all ainsi P as 26 
5 cents_ «tieecsniedtitnkeiiiedaaiannd Cheep inn 6 dhevgteninreaineds gies — 
G to 9 cents pine I en Ne a Se ee 
10 cents iat eerie ae <cemnetedaonbaanend ; dict ha aticashiage Sadek. 
11 to 20 cents sci cs tiptoe ties an Sed tabeim aa tan daaoadisaaaeal ntnidenigey Staaten 





The increases vary in size depending, of course, on the economic capacity of the 
industry to pay the higher wages. If a rigid, fixed, automatic increase had been 
in operation during that period, or if a flat inflexible minimum wage had been 
put into effect, many industries could not have met those standards thus increas- 
ing our already substantial unemployment. 

On the other hand, many industries could have paid more than would have 
been required under such an inflexible standard, and under the flexible system 
they have actually done so. This experience dramatically illustrates the im- 
portance of keeping the fiexible procedure for setting minimum wages in Puerto 
Rico. 











Let me repeat that our goal is to obtain the highest minimum wages compatible 
With the economic situation of the industries. At the same time, we have a 
major problem of unemployment of around 15 percent of our labor forces. We 
do not want to aggvavate that problem. The system that has been working for 
the last 19 years in Puerto Rico is still suitable for our peculiar economic condi- 
tions which are, I believe, unique in all the United States. 

It is obvious that Puerto Rico needs special treatment. 
greatly between each other in the degree of technology used. 
very backward, others are very modern. 
others cannot. 









Our industries vary 

Some of them are 
Some of them can pay the $1 minimum, 
Some of our industries could absorb a 20-cent increase in mini- 
mum wages during the year ended last March; others could not even absorb an 
increase of 1 cent in the considered judgment of the experienced committees ap- 
pointed to review them. 








Through the committee system we are assured that all industries are thoroughly 
investigated and that each one will pay the highest minimum wages it can possi- 
bly bear. In view of the merits of this system, we feel certain Congress will not 
institute a change in the present minimum wage setting procedure for Puerto 
Rico which might jeopardize our prospects for the future and might even en- 
danger our present state of development which while progressing rapidly is, as 
you know, far from satisfactory. 









TABLE 1.—Puerto Rican labor force, employment, unemployment, and net 


migration 






[Thousands of persons] 
4 Seah noenstaie ani 







Civilian labor force 







es! 
Fiseal year | | tion (net 
Total Employ- Unemploy- 
ment ment 












1950 












686 596 90 34 
1951 713 603 110 42 
1952 679 571 108 62 
1953 646 550 96 75 
1954 631 539 92 44 
1955 637 539 97 31 
1956 iy = 643 558 85 62 
: 4 : q 636 552 s4 48 





637 555 82 








ens 


Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 
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TABLE 2.—Percentage distribution of employment by major industry group in 
Puerto Rico, fiscal year 1957-58 





Industry group Percent Industry group Percent 


























All industries s 100. 0 Construction 6. ¢ 

W holesale trade 1.2 

Agriculture 26.9 Retail trade 16.3 
Forestry and fisheries 3 Finance, insurance, real estate s 
Mining 3 Transportation 4.7 
Manufacturing (except home needle, Communication and publie utilities 2.3 
rk j 14.3 dervices 13.0 
Home needlework a3 Government 11.2 


Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 


TABLE 3.—Employment and unemployment in Puerto Rico, January 1950 to 
January 1959, by quarters 


Employment Unemployment Employment | Unemployment 












‘ ‘ 3.7 
110 16. 7 October 544 8&5. 8 90) 14.2 
138 19.2 1gdt anuary 47 85.0 7 15.0 
April 632 88. 4 Ss 11.6 April 5s4 89.8 66 10. 2 
July 0) &3. 9 113 16. 1 July 554 87.2 81 12.8 
October 54 S2. ( 119 17.4 October 543 $5.9 SY 14.1 
'52—January 550 82. 0 i121 18. 0 1957—January 546 84.3 101 15.7 
April 587 88. 5 76 11.5 April 566 90.0 63 10.0 
July 568 86. 1 92 13.9 July 43 87.2 80 12.8 
October 535 83.5 10t 16.5 October 543 86.9 82 13. 1 
1953—January 52 80.9 123 19.1 1958—January 555 85. 1 97 14.9 
April 90. 0 t4 10.0 April 578 00. 5 68 10.5 
July 87.7 77 12.3 July 43 86.3 St 13.7 
October 84.2 100 15.8 October 523 85. 4 104 16 
1954—January 522 S1.7 117 18.3 1959—January 545 84.1 103 15.9 
April 559 88. 6 72 11.4 
Julv 536 R56 uO 14.4 
October 7.4 








Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 





TABLE 4.—Average gross hourly earnings of production workers in manufacturing 
industries, Puerto Rico, 1946 to March 1959 











Average Average 
Year gross Year gross 

hourly hourly 

earnings earnings 



















1946 3 . a $0. 356 1954 $0. 519 
1947 ; 413 1955 . 561 
1948 7 . 429 1956 639 
1949 ; 441 1957 750 
1950 . 440 1G58 . 826 
1951 453 1959—January 850 
1952 477 f 7 


1953 . 500 March - .872 


Source: Commonwealth of Puerto Rico, Department of Labor, Bureau of Labor Statistics. 
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TO AMEND THE FAIR LABOR STANDARDS ACT 1105 


STATEMENT BY WINFIELD S. CHASMAR, PRESIDENT, LAUNDRY & Dry CLEANING 
INTERNATIONAL UNIoN, AFL-CIO 


As one of the leaders of more than 50,000 American workers engaged in the 
laundry and dry cleaning industry, I want to thank the committee for this 
opportunity to support the wage-hour amendments contained in S. 1046. 

Our industry, unfortunately, has for many years been notorious for low wages 
and disagreeable working conditions. While modern plants and modern equip- 
ment can, if properly used, eliminate the worst aspects of laundry jobs, and 
can elevate laundry work to a level equal to that in other modern industries, 
this sort of progress has been too slow to justify any general change in the 
reputation of the trade. 

The same thing applies to laundry wages. It is our contention that the 
laundry and dry cleaning industry could meet reasonable standards of wages 
and hours. We have established such standards in many of our union contracts. 
But the record proves that Federal legislation is essential if laundry and dry 
cleaning workers as a whole are to achieve a standard of living comparable to 
that of their fellow-Americans who now enjoy such wages. 

Let me first present a few facts about earnings in our industry. 

The most recent Department of Labor survey of wages in power laundries 
and dry cleaning plants was conducted 4 years ago. By projecting from these 
figures, we estimate the present average wage of laundry workers is $1.15 an 
hour, and for cleaning plant workers, $1.35 an hour. 

Bear in mind that these are averages. Many wage rates are far lower, 
especially among women laundry workers, who comprise about three-quarters 
of the total. 

President Meany, of the AFL-CIO, as well as the spokesmen for many 
affiliated AFL-CIO unions, have discussed with you the income needed today 
in order to maintain a minimum standard of living. I will not repeat their 
testimony. It is enough to point out that many thousands of laundry workers 
earn far less than that minimum income, even though many of them work long 
hours without premium pay. 

The excuse for exempting virtually all laundry and dry cleaning workers from 
wage-hour protection has been that the industry is local in nature, and there- 
fore whatever safeguards are necessary should be applied by the States rather 
than the Federal Government. 

To put it as simply as possible, this is bad reasoning based on a false 
premise. 

First of all, the laundry and dry cleaning industry, like so much of the retail 
trade, has increasingly become dominated by big chains. 

The linen and towel supply business, to name only one, is a closely held 
operation reminiscent of such industries as steel, with very little competition 
in the usual sense. But far more apparent to the average citizen are the retail 
outlets of the chains, many of which cross State lines and many more of which 
cover dozens or scores of separate communities. 

These are not small businesses and they are not local businesses. 

Second, even if this were not the case, even if the laundry and dry cleaning 
industry was as local in nature as it claims to be, the workers should be covered 
by the Fair Labor Standards Act. 

Much is said about the possibilities of State action in the minimum wage 
field. It seems to me the record provides the answer to that idea. 

As you have heard in connection with other industries, the States have very 
largely abdicated whatever responsibilities they might have in this area. Only 
27 States offer any form of wage-hour protection to laundry workers, and only 
22 to cleaning and dyeing workers. Only three of these States provide for time- 
and-a-half wages after 40 hours a week. 

The minimum wages established in those States where regulations exist— 
and as I have indicated, only about half are included—range from a high of 
$1.25 an hour to a low of 15% cents. Only one State has a $1.25 rate, and 
only six have a $1 rate. 

I think it is only fair to conclude that leaving the job to the States means not 
doing the job at all. 

Third, to the extent that laundries or cleaning and dyeing establishments are 
really small, local businesses, they would not be covered by the bill you are 
considering, S. 1046. The requirement of $250,000 a year in sales will cer- 
tainly eliminate the little fellow from the law. 
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Let me emphasize that our union would not have proposed any such limita- 
tion, We think all laundry workers should be covered. We accept the bill as 
it stands, on the grounds that it is a first step; but I think it is only fair to 
say that we hope, some day, to remove the exemptions it contains, 

We feel that no such limitation is necessary in our industry. As evidence, I 
refer you back to the State minimum wage regulations I mentioned earlier. 

Laundry and cleaning workers in Alaska have a $1.25 minimum. In Cali- 
fornia, Connecticut, Massachusetts, Nevada, New York, and Rhode Island the 
minimum is $1. It seems to us that this proves, in itself, that wages equal to 
the Federal minimum can be established in our industry without inflicting a 
hardship upon the employers and without causing any noticeable outcry about 
laundry and cleaning prices. 

I hope no one will think I am also contradicting myself on the matter of 
State laws. It is true enough, as these examples show, that the States could 
do the job; but as I pointed out earlier, they haven't done it in the past and 
there is no reason to think they will do it in the future. 

Finally, it may be asked why, if the laundry workers are in such an unhappy 
plight, they have not become more widely organized into unions. 

I will not attempt to give a complete answer to that question. It involves, 
among other things, the nature of the Federal Labor Relations Act, and some 
special problems that have arisen in our own industry. I prefer to take a 
different approach—the welfare of the workers themselves. 

Many years ago, some union leaders took the position that social legislation— 
including minimum wage legislation—was of dubious desirability, because it 
might weaken the appeal of trade unionism. I am happy to say that in our 
union, and in most others, that view does not exist today. 

Our whole purpose is to better the lives of the men and women in our in- 
dustry. We think they can progress faster and farther through our union 
than in any other way; but we want them to progress in any case, whether 
they are in the union or not. 

We believe the facts prove that in the foreseeable future, at least, the only 
way to insure a basic minimum standard of wages and hours for these men 
and women is through the Fair Labor Standards Act. We hope you will re 
move the unfair exemption of laundry and cleaning workers from the law, and 
set a standard minimum of $1.25 an hour and a 40-hour week for these long- 
neglected Americans. 


STATEMENT FoR ConsuMERS’ LEAGUE OF NEW JERSEY 


My name is Mrs. Marion C. Reed, 918 Boulevard, Westfield, N.J. This state- 
ment is made for the Consumers’ League of New Jersey, an affiliate of the Na- 
tional Consumers’ League for Fair Labor Standards. I am president of the Con- 
sumers’ League of New Jersey. 

The Consumers’ League of New Jersey appreciates the opportunity to go on 
record as favoring S. 1046 and H.R. 4488 to extend FLSA coverage and to in- 
crease the minimum wage to $1.25 an hour. We also strongly support S. 1085 
and H.R. 4948 which would provide FLSA protection for agricultural workers 
on corporate farms. 

Twenty million workers are not given the protection of FLSA that has been 
promised to them “as rapidly as practicable.” The promise can be kept to 714 
million of these workers if S. 1046 and H.R. 4488 are enacted. 

The stated intent of Congress is to provide a fair wage floor for all workers 
within its jurisdiction as rapidly as practicable. The first effort to do this was 
about 20 years ago when the FLSA was enacted to protect a segment of these 
workers. Since then the Congress has continued to revise upward the wage 
rate of the original act. 

The principle of minimum wage legislation both Federal and State is a prac- 
tical and proven means of assuring at least the minimum standard of living. 
This objective cannot be achieved satisfactorily until the protection is extended 
to all workers. There should be no favored classes of occupations in the United 
States. We believe all the workers who can be covered by an act of Congress 
should have this equal protection. It is the American philosophy to provide 
equal protection to all. 

The vast majority of excluded workers are not members of unions and are not 
protected by either State or Federal legislation. Large numbers of these em- 
ployees earn less than $1 an hour, less than $2,000 a year. The plight of these 
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workers is becoming even more desperate as the gap between their pay and the 
average weekly wage widens. Their income is not enough for even a meager 
standard of living, so they must look to public relief funds or depend upon rela- 
tives or friends for help. They deserve a fair wage. 

In New Jersey a minimum cost-of-living budget for a woman living alone would 
require $1.41 an hour, according to statistics released from the Women’s 
Bureau, U.S. Department of Labor, February 8, 1955. The cost of living for a 
male worker is not available but would require well above $1.25. 

We are also in favor of the companion bills by Senator McNamara and 
Representative Roosevelt extending coverage to agricultural workers. This 
would provide, for the first time, some protection to agricultural workers. The 
migratory farmworkers have been excluded from most protective legislation. 
Many of the problems concerning migrant labor could be solved by placing a 
floor under their wages. These workers are an essential part of our economy 
and should not be neglected. 

New Jersey is both an industrial and agricultural State. Our economy is 
directly affected by the wages paid in other States. Employers opposed to 
inclusion in FLSA coverage have declared that the conditions under which they 
operate are determined on the State level therefore they should be controlled 
under State minimum wage legislation. They then oppose State coverage 
because their interests would be served best by being under the Federal act. 
This reminds one of the old shell game. 

It has often been stated that many workers, particularly in the retail trade 
and service industries, properly receive their protection from State minimum 
wage laws. There are no minimum wage laws in 19 States. Twenty-one of the 
States having minimum wage laws do not cover men. Thus all intrastate work- 
ers (men, women, and minors) are covered in only eight States. Only 3% 
million of the 20 million not covered by FLSA are subject to current State 
minimum wage laws and orders. We believe that both State and Federal 
coverage is necessary, but it is obvious that the combined present coverage of 
FLSA and that State minimum wage laws do not protect all workers. If the 
proposed legislation is passed regulating important areas on the Federal level, 
it would facilitate the coverage of workers on the State level. The average 
citizen believes covered by FLSA until unfortunate circumstances show him 
otherwise. 

The proposal of some opponents of the bill to exempt some industries from 
maximum hour regulation would be detrimental to the minimum wage orders of 
New Jersey. It has been established by an opinion of the Supreme Court of the 
State of New Jersey that overtime is an essential part of establishing a minimum 
fair wage rate. 

This opinion confirms our own findings based on long experience that overtime 
provisions are essential to accomplish the purpose of any minimum wage law. 
We believe that any extended coverage under this act should contain both 
wage and premium overtime provisions of 144 times the regular hourly rate 
after 40 hours a week. 

Extension of coverage in the retail trade is proposed. Nearly 7 million workers 
(6,928,000) are in this category. About 3 percent are protected, leaving 97 
percent to be included. The retail trade industry has developed from the single 
isolated store to an industry that is largely dominated by corporations operating 
multistate chain stores. “From 50 to 70 percent of our retail volume in all 
categories except autos, gas and oil, lumber and building materials is done by 
no more than 400 retail organizations.” (Bortune, Nov. 1952, p. 131.) This 
has placed tremendous power in the hands of those corporations in determining 
the rate of wages to be paid and the number of hours to be worked. The intimate 
interrelationship between the development and the structure of retailing and 
basic patterns of the economy is generally recognized. Since the amount of 
goods that is moved from the shelves of the employer is determined by the 
amount of disposable income of all workers, the retail industry should be the 
last One to advocate less than a living wage. Salespeople in the retail trade 
need a minimum wage comparable to that set for those employed in manufac- 
turing in order to compete for the goods produced in this country’s expanding 
economy. Retail employees are put in an unfavorable position by one of the 
industries whose very life depends upon workers in all industries receiving a 
fair wage. 

Now I would like to confine my remarks to how the passage of these bills 
will affect New Jersey. There are an estimated 180,000 workers in New Jersey 





1108 TO AMEND THE FAIR LABOR STANDARDS ACT 


that are not receiving the $1.25 per hour. This rate would increase the total 
wage and salary payrolls by less than one-half of 1 percent. The purchasing 
power of the State’s low income families would be increased by an estimated 
$49 million a year. These people can scarcely exist on less than the proposed 
$1.25 rate. The proposed minimum would help to relieve the burden now placed 
on relatives, charitable organizations, and tax-supported relief agencies. Higher 
wages lead to self-support and decrease public relief expenditures. 


RETAIL STORE EMPLOYEES 


We do not have the figures as to the number of chains operating in New Jersey 
and the size of their labor force, but the percentages are similar to the national 
picture estimated by the U.S. Department of Labor. Departiment store chains 
account for 3 percent of department store employment; limited price variety 
stores (Commonly known as dime stores) employ 71 percent of the workers in 
their class, and food store chains employ 35 percent of the total food store 
workers. Time and again representatives of retail stores that operate across 
State lines have opposed Federal coverage and have contended that if they are 
to be subject to coverage it should be on the State level. (Hearings before the 
Senate Subcommittee on Labor, U.S. Senate, pt. 2, pp. 835, 836, and 909.) And 
yet, they strongly opposed State wage orders in New Jersey. 

When the New Jersey wage order for $1 an hour was promulgated, a suit 
was brought to invalidate the wage order. It is interesting to note that out 
of the approximately 11,000 retail firms in New Jersey, only 132 were petitioners 
in the suit (J. Abbott & Son v. Holderman). Among these petitioners were 23 
chains incorporated outside the State with their main business offices in other 
States; at least 7 more were firms which operated more than one store. The 
wage order was upheld by the court. 


HOTEL WORKERS 


The Consumers’ League of New Jersey is particularly interested in hotel cover- 
age on the Federal level. It is estimated that 11 percent of hotel workers in 
the United States are employed by interstate firms. At least seven large hotel 
syndicates operate in the State of New Jersey. 

Hotel workers are a low-paid group, even in those States having wage orders 
for the workers. A 1955 survey in 17 cites by the Bureau of Labor Statistics 
revealed that the average pay for women dishwashers was 35 cents an hour in 
New Orleans, and 82 cents an hour in Philadelphia. Elevator operators in Bir- 
mingham, Ala., received as little as 31 cents an hour. 

In New Jersey, the 1954 wage survey showed that 86.1 percent of the full- 
time women hotel workers and 66 percent of the men received less than $1 an 
hour. In fact, 26 percent of the women worked full time for less than 50 cents 
an hour. New Jersey has the doubtful distinction of being the only State with 
minimum wage laws to specifically exempt hotel employment. This exemption 
Was put into our law at the final moments of its passage in 1933. Bills to re- 
move this exemption have been introduced at every session since that date, but 
have failed to pass due to the entrenched opposition. 

We believe that if the employees of the hotel chains were covered by FLSA 
a precedent would be established which would make it much easier to amend 
our State minimum wage act to include employment in Notels. 


CANNERY WORKERS 


The section of FLSA concerning cannery exemptions affects large processing 
interests in this State. At present they are wholly or largely exempt for more 
than half the year from the requirements of paying time and one-half for over- 
time. For 14 weeks they are entirely exempt, no matter how long the hours 
may be, and they can be cruelly long in the busy season in canneries. Then for 
a second 14 weeks, food processors are required to pay time and one-half, for 
overtime only for hours worked beyond 12 a day or 56 hours a week. To strike 
out the cannery exemptions from the standard overtime provisions would be a 
major improvement. Workers in food processing should get the same minimum 
rates including time and one-half for overtime as required by law in other in- 
dustries. The usual argument is that the hours must be long in the busy season 
because the food processed is perishable. But human health is likewise perishable. 
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AGRICULTURAL 











The farmers in New Jersey, last summer expressed a preference for Federal 
minimum wage coverage for agricultural workers. The newspapers reported a 
conference between the farmers and Governor Meyner to discuss a minimum wage 
for agricultural workers which he had advocated. The farmers expressed the 
need for Federal protection because of the interstate competition for prices of 
farm products. They said they did not want a State minimum wage. So at 
present there is no minimum wage, no overtime pay for working as many as 50 or 
60 hours a week. Poverty and suffering have not disappeared from America. 

Many migrant families depend upon the income from their children to eke 
out a meager existence. The family is seldom financially able to meet any 
emergency. If they arrive a few days before the crop is ready to harvest, many 
have no money for food. A uniform Federal minimum wage and hour regulation 
would reduce some of these hardships, 

The United States enjoys great wealth. We are proud of the high standard 
of living of our citizens. We do not like to face the fact that not all of our workers 
have the same minimum wage protection. However, only a little over half of 
those who could be covered by FLSA are coverea@. Over 20 years ago protection 
was promised as rapidly as practicable. 

Studies have been made to determine the affect of the $1 minimum wage on 
the low-paying industries. There were no more business failures than normal 
in spite of predictions to the contrary. A small amount of unemployment re- 
sulted because of the increased wage rate. This was small in comparison to 
the number who benefited. The common result was the replacing of obsolete 
machinery, realinement of work, and other methods to increase efficiency and 
productivity. 

The increase of the minimum rate to $1.25 now would be absorbed as easily as 
was the earlier $1 rate. This would not contribute to inflation because most of 
the money would be spent for necessities, such as food which is a surplus item. 

In conclusion we urge the extension of coverage to as many workers as pos- 
sible. No society can permit any group within it to be deprived of the opportunity 
of a decent living standard or a share in the abundance that society provides, 
without gravely impairing its strength and cohesiveness. 
Thank you for the opportunity of submitting this statement. 





















STATEMENT OF Victor C. DIEHM, HAZLETON, PA. 







My name is Victor C. Diehm. I live at 627 West Diamond Avenue in Hazle- 
ton, Pa. My principal place of business is suite 706-16, Hazleton National 
Bank Building, in Hazleton, Pa. I have been in that same business address 
since December 1, 1932. I am president of the Vic Diehm Radio Group, Inc., 
a Pennsylvania corporation, which group directs the sales and promotion activi- 
ties of radio station WAZL, Hazleton, Pa.; radio station WHOL, Allentown, 
’a.; and radio station WTAL, Tallahassee, Fla., in which stations I have 
controlling interest, and also director of policies for radio station WHLM, 
Bloomsburg, Pa., owned and operated by Harry L. Magee. 

I am the elected chairman of the Mutual Broadcasting System Affiliates 
Advisory Committee, and in that capacity am a member of the board of the 
Mutual Broadcasting System. I am a past president of the Pennsylvania 
Association of Broadcasters, and for the past 8 years I have sat in all board 
meetings of the Pennsylvania Association of Broadcasters as counsel to the 
president. I am a member of the board of directors of the Radio Advertising 
Bureau, Ine. 

Radio and/or television stations located in smaller markets have a great 
problem in securing personnel for their radio stations. Positions such as an 
announcer, copywriter, traffic director, etc., are semiskilled and require a train- 
ing period. The small radio stations of America are the training grounds 
for the large metropolitan stations. Applicants fresh from high school or 
college, who have never been before a microphone, are totally unfamiliar with 
radio work, seek positions. As the small stations train people, and these peo- 
ple become more proficient in their jobs, we find it a common practice for 
Imany of them to move on to larger markets and larger stations with more 
lucrative positions. Consequently, the need for training new personnel is 
an ever-increasing problem. 
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To train any of these people, it is necessary to have one of the regular 
staff with them at all times to give them directions. It is exceptionally 
important that we be careful with people doing “on the air” work or writ- 
ing copy, so that we do not trespass any of the rules and regulations of the 
Federal Communications Commission. 

It is impossible to tell whether or not a man or woman will make good 
in radio without a training period of 3 to 6 months. In my experience, I 
have seen many people who started very slowly and sounded impossible, 
However, if they persevered, in many instances these people would prove the 
depth after 5 or 6 months. 

These trainees, even while they cannot take the place of another staff 
member, must be paid the minimum hourly wage. If they run into overtime, 
they are paid overtime. In our case where we have tried to train someone 
and found them not suited for the work, we have let them go with a severance 
pay. This runs into a considerable sum of money for radio stations operating 
on low budgets and a comparatively small gross income. 

In October and November of 1958, as chairman of the Mutual Broadcasters 
Affiliates Advisory Committee, I held meetings with representatives of that 
network of more than 400 radio stations in 8 different sections of the United 
States. These meetings were located so that every affiliate in the country 
could attend without too much loss of time in distance of travel. 

In discussing the various problems of these radio stations, the problem 
of training staff members of smaller stations and its cost came up in every 
instance. 

The Pennsylvania Association of Broadcasters, numbering 110 member sta- 
tions and some 30 associate members, is not only the oldest State broadcast- 
ing association in the United States, but it is the largest. At their annual 
convention held last week at Bedford Springs Hotel, Bedford, Pa., a reso- 
lution to the delegates on this subject was unanimously adopted. A copy 
of this resolution accompanies this statement. I cannot speak for the 
National Association of Broadcasters of which I am a member. However, I 
have had some discussions with Mr. Charles H. Tower, director of the labor 
department of the association. Mr. Tower, in turn, had discussed this situa- 
tion with Harold Fellows, president of the National Association of Broad- 
casters. 

They assured me that they are in sympathy with this request, and I ex- 
pect that they will issue a supporting statement. 

Based on my experience, and supported by these associations, I would like 
to urge the inclusion in the new proposed minimum wage-hour bill some measure 
of relief to radio and/or television stations for the training of brandnew peo- 
ple; this special exemption not to last more than 6 months per trainee. Not 
only will this prove u great financial benefit to these stations, but at the same 
time will, in all probability, increase the list of people trained. To this end, 
the radio and television stations will have a greater reservoir of trained per- 
sonnel to draw from. This should improve the quality of the programs that 
are presented to the people of America. 

I want to thank the members of the committee, particularly Senator Clark 
from Pennsylvania, for affording me this opportunity to present my views. 


RESOLUTION ADOPTED BY THE PENNSYLVANIA ASSOCIATION OF BROADCASTERS, 
MEETING IN ANNUAL CONVENTION AT BEDFORD SprRINGS, Pa., May 13, 14, 15, 
1959 


Whereas a committee of the U.S. Senate is eurrently considering an amend- 
ment to the Fair Labor Standards Act of 1938, which includes a proposal to 
increase the minimum hourly wage to $1.25 per hour; and 

Whereas many small market broadcasters find it necessary to conduct a 
training program for announcers, engineers, writers, etc., many of whom never 
attain the efficiency or skill necessary for permanent employment; and 

Whereas such training programs are so severe a financial burden on small 
market broadcasters that any additional cost might result in their elimination, 
and thus deprive deserving young people the opportunity to get a right start 
on a career in broadcasting : Now, therefore, be it 
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Resolved, That the Pennsylvania Association of Broadcasters petition the 
committee considering the bill to weigh the possibility of excluding training 
programs not te exceed 6 months in length, from any increase in the minimum 
hourly wage. 

(Signed) JosEPH CONNOLLY, 
Chairman of the Resolutions Committee, Pennsylvania Association of 


Broadcasters. 


STATEMENT OF AMMON G. DuNTON, COUNSEL FOR VIRGINIA FISHERMEN’S ASSO- 
CIATION, REEDVILLE, VA. 


My name is Ammon G. Dunton, and I am an attorney residing at White Stone, 
Va. I appear on behalf of the Virginia Fishermen’s Association, which is an 
organization more than 60 years old, originally composed of the menhaden proc- 
essors of the Chesapeake Bay area, but now having within its membership prac- 
tically all of the menhaden fish processors in the United States, 

The menhaden industry produces fishmeal and fish solubles which are used as 
a component part of animal and poultry feed, while fish oils have multiple in- 
dustrial uses. During the last several years, approximately 45 percent of all 
fish by volume, landed in the United States, were menhaden. These fish aré 
caught in an area generally running from the State of New York, along the 
Atlantie coast, and in the Gulf of Mexico as far as Texas. The annual produc- 
tion of menhaden exceeds 1 billion pounds. 

In the last 15 years this industry has made rapid strides in progress and 
has virtually revolutionized the ancient art of fishing, which, until the end of 
World War II, was carried on in very much the same way as told of the fisher- 
men of the Sea of Galilee in the New Testament. Since World War II, the 
industry has been using airplanes to locate bodies of fish and report by radio to 
the fishing vessels. In addition to this, new devices have been installed for the 
more efficient taking of the fish from the sea, and the conversion of the major 
portion of the menhaden fleet to the use of these new devices has now taken 
place. In spite of these improvements, however, the natural factors or elements 
with which the fishing industry has always been plagued still exist, and still 
exert their full force. These are the vicissitudes of the weather, the chargeable 
conditions of the water, the basic uncertainty of the catch, and, perhaps most 
important, the perishability of the products obtained. 

S. 1046, introduced by Senator Kennedy by section 9(a), amending subsection 
(a) of section 13, of the Fair Labor Standards Act, provides an exemption for 
“any employee employed in the catching, taking, harvesting, cultivating, or 
farming of any kind of fish, shellfish, crustacea, sponges, seaweeds, or other 
aquatic forms of animal or vegetable life, including the going to and returning 
from work and loading and unloading, when performed by any such employee.” 

The present act, by section 13(a)(5) contains the foregoing language through 
the words ‘going to and returning from work,” but then continues, ‘‘and including 
employment in the loading, unloading, or packing of such products for shipment, 
or in propagating, processing (other than canning), marketing, freezing, curing, 
storing, or distributing the above preducts or byproducts thereof.” 

We would like to call to the committee’s attention the very important fact that 
the propagating, processing, marketing, freezing, curing, storing, and distributing 
of fish, shellfish, crustacea, sponges, seaweeds, or other aquatic forms of animal 
or vegetable life, are just as much affected by the run of the catch, the perish- 
ability of the product, and even the vicissitudes of the weather, as are the occupa- 
tions of catching, taking, harvesting, cultivating, or farming such products. 

Perishability does not suddenly cease when fich, shellfish, ete., reach the 
wharf. On the contrary, every passing hour from the time the fish are removed 
from the water makes more urgent the immediate processing, freezing, curing, or 
other handling of these products. Similarily, processing operations are also 
affected by the run of the catch. The menhaden fish must be processed as soon 
as they are brought ashore since spoilage rapidly and materially decreases the 
yield and the value of the product. It is not unusual for a factory to handle 
catches of fish resulting in an average of 6 to 8 hours processing per day, but to 
experience many days of a light catch which may be processed in 3 to 5 hours 
and many other days of a heavy catch requiring 11 to 15 hours, or even more. 
Yet all must be processed as rapidly as possible. The fish cannot be held over 
from-day to day, so as to equalize the processing load, for the overriding factor 
of perishability is always present. The vicissitudes of the weather, of course, 
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greatly affect the run of the catch, which in turn, as pointed out, affects the proc- 
essing operation. To a lesser degree the weather itself may affect the processing, 
in that the hotter the weather, the more urgent the need for immediate operation. 

I have given a very brief statement of the most obvious and immediate effect 
of the perishability of the product and the run of the catch on fish processing 
operations as carried on by the menhaden fishing industry. It should be obvious, 
however, from even such a brief statement, that to distinguish between the 
operation of taking and catching the fish and the operation of processing them 
is arbitrarily to disregard nature. Most men have gone fishing, and, therefore, 
most men easily recognize the vicissitudes of that occupation. Most men, how- 
ever, have not had the experience of having to process 2 million fish delivered 
virtually at the same time on a hot summer evening, a situation menhaden in- 
dustry operators frequently find themselves in. May we respectfully request 
the members of this committee to imagine themselves in that position and to ask 
themselves is it fair or realistic to declare that just at that point the fish have 
suddenly lost their perishability and that this processing operations should be re- 
quired to meet the minimum wage and maximum hour rules of the Fair Labor 
Standards Act which are not applicable to the operations up to the point of de- 
livery at factory. If the members of this committee find it difficult to imagine 
themselves in the position of the operator, let us suggest another problem which 
may sound like levity but is actually quite serious to the industry. Let us sug- 
gest that you imagine yourselves as the owners of homes within several miles of 
this factory where on a hot summer evening 2 million fish have just been de- 
livered. Would you then be prepared to state that the circumstances brought 
about by fluctuation in catch and by the perishability of fish have suddenly 
changed at point of delivery? 

It is not our desire to unload the various business problems of the menhaden 
industry onto this committee, but we would like to point out that we are doing 
our best to meet severe foreign competition here in our own country. The fish- 
meal from South Africa, Scandinavia, and Peru is being imported into this coun- 
try in heavy quantities and at prices creating a depressed market for the domes- 
tic product. The increase in the cost of processing the menhaden fish by the 
enactment of the proposed change in the fisheries amendment would be crippling 
indeed, and would very seriously endanger the very existence of this industry. 

For the information of the committee we would like to submit the following 
statistics : 

As already stated, approximately 45 percent of all the fish caught in the 
United States are menhaden. The annual gross value of the product of the 
industry is approximately $3614 million. The fishing fleet provides employ- 
ment, which is now exempt from the Fair Labor Standards Act, and will remain 
so under the provisions of 8. 1046 for approximately 3,500 men. The processing 
plants provide employment now exempt from the Fair Labor Standards Act, 
but who would be covered if S. 1046 is enacted as proposed, for approximately 
1,100 men. The industry’s annual payroll amounts to approxintately $26 
million. 

As you can see from the above figures, the actual number of men which would 
be involved by the proposed change in the fisheries exemption would not be 
greater than 1,100. As pointed out by the above figures, the employees of the 
industry are on the average well paid; the industry produces a valuable product 
contributing to the national economy. Except for the fish oil virtually all of 
the products of the industry goes into agriculture in that it is used in animal 
and poultry feeds. The change proposed in the fisheries exemption would, as 
mentioned, severely cripple the industry, result in loss of a valuable product 
or greatly increased cost of that product to the farmers of the country who are 
the principal consumers, and yet not extend the coverage of the Fair Labor 
Standards Act but to approximately 1,100 people. 

My statement has been confined almost entirely to the proposed change in 
section 13(a)(5) of the act since that is the change that most directly affects 
the menhaden fishing industry. Since we do not produce articles of human 
food, nor do we can fish, we have not discussed the effect of the removal by 
S. 1046 of the exemption contained in section 13(b) (4) of the present act. 

In the light of the factors pointed out above, the menhaden fishing industry 
respectfully submits that the Congress to date has not given it preferential 
treatment or privileges but has simply recognized the realities of the industry 
and of its product and realized that there are definite and compelling grounds 
for treating it differently from many manufacturing and commercial enter- 
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prises. The Congress has accorded to the industry the right to operate under 
the conditions which are imposed upon it by nature. It would be unreasonable 
and impracticable in the same operation to have the fishing operation exempt 
from the wage-and-hour law and the processing, subject to the same factors, 
made subject to it. We, therefore, most respectfully urge this committee to 
restore to S. 1046 the exemption now appearing in section 13(a)(5) of the 
Fair Labor Standards Act. 





STATEMENT BY R. R. EpGar, CaLtnoun, TENN., PRESIDENT OF KEEP TENNESSEE 
GREEN ASSOCIATION 


The Keep Tennessee Green Association is a private organization concerned 
with the full development of the forest resources of the Volunteer State. The 
association is supported by landowners, wood-using industries, foresters, bank- 
ers, and other businessmen. It was formed in 1951 and has grown rapidly. 
The membership has tripled in the past 3 years. 

While the association has placed emphasis on forest-fire prevention and the 
growing of more trees, it also has been concerned with adequate markets for 
the tree crop. The aims and purposes of the association have been served 
splendidly, therefore, by the vast expansion of the pulp and paper industry in 
the South. This industry is unique in that it contributes to the financial health 
of communities hundreds of miles from the mills. Furthermore, it has pro- 
vided markets for trees unsuited for lumber and other forest products. Pulp 
and paper has proved ideal for achieving a better balance between agriculture 
and industry, something long sought and long needed in the South. 

The following statistics, obtained from published U.S. Forest Service reports, 
show how the production of pulpwood has increase in the South: 


Cords produced Cords produced 
OG iirscire Scho eeeentincidin Thy RNR, BOA states iarorgsntiSspnrchen aiagtaneteartaeae 8, 227, 000 
WA Go kee hee So Rs CON be INS ich ctnrnbmeseieenmnmel 14, 958, 000 
RR a. $6 nein can tek a |. ee eee eae eae ees 20, 583, 000 


The pulp and paper industry is unique in the South for another important 
and most significant reason. Unlike Canada or the west coast, the South pro- 
vides opportunity for countless thousands of small businessmen. Expensive 
equipment, such as bulldozers, crawler tractors, diesel trucks, and logging 
camps, are not required in the South. A man may go into business for him- 
self if he has a saw, an ax, a small truck, and perhaps a mule or farm tractor. 
This is possible because we use smaller trees, suitable for lightweight equip- 
ment, and because most of the forest land of the South is owned by almost 2 
million farmers and other small owners, whereas in the important logging and 
lumbering States of the West about half the forest area is owned by the 
Federal Government and substantial amounts in similar large tracts by large 
timber companies. 

The following tables, containing data from the U.S. Forest Service “Timber 
Resources Review,” indicate how the situation in Tennessee and the South 
differs from other major wood-producing areas of the United States: 


Commercial forest-area ownership * 








Number | Acreage | Total Area in 
State | offarm | infarm | private Federal 
woodland | ownership | forest area | or State 
owners | of State ownership 
' 

—— — — — | | — “es | a 
California Sinden dc plndd ; / 2,675 | 1, 586, 000 8,053,000 | 9, 256,000 
Oregon____-. malice pee * 22,835 | 3,458,000 | 9,768,000 | 15, 825, 000 
Washington... ; ; 22,574 | 1,886,000 | 9,806,000 | 9, 461, 070 
Tennessec.. 160,174 | 6,126,000 | 11, 129, 000 1, 162, 000 








! Pp. 507-509, ‘‘Timber Resources for America’s Future,’’ Forest Service, USDA, January 1958 


In other words, Tennessee has more than three times the number of farm 
woodland owners of California, Oregon, and Washington combined. And, as you 


will note, the amount of Government land, mainly in large tracts, in California, 
Oregon, and Washington, far exceed holdings in Tennessee. 
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This general picture is given in order that you may readily understand our 
concern over proposed legislation which, if enacted and enforced, will (1) 
wreck the operations of many of the small businessmen who are producing 
pulpwood, (2) will seriously disrupt the markets the mills now offer to tree 
farmers, regardless of how small their acreage may be, and, (3) poses a threat to 
the continued growth of the pulp and paper industry in the South. 

The legislation to which we refer pertains to the Fair Labor Standards Act 
of 1988, which, as amended in 1949, has not applied with respect to minimum 
wages and overtime payments to “any employee employed in planting or tending 
trees, cruising, surveying, or felling timber, or in preparing or transporting logs 
or other forestry products to the mills, processing plant, railroad, or other 
transportation terminal, if the number of employees employed by his employer 
in su h forestry and lumbering operations does not exceed 12.” 

Numerous bills have been introduced in this session of Congress to eliminate 
the above exemption. These include S. 1046, HR. 4488, H R. 4409, H.R. 4544, 
H R. 4579, and H.-R. 4740. 

We contend such proposals are unsound, unworkable, and unfair because it 
is simply an effort to apply a factory-type law to an agricultural activity which, 
through necessity, must be conducted in remote localities by large numbers of 
persons working in small groups. All farm activity is exempt from the provisions 
of the Fair Labor Standards Act and we contend tree farming is a part of 
agriculture. Even the Congress of the United States recognizes this fact 
inasmuch as the U.S. Forest Service is part of the US Department of Avriculture. 
Is it reasonable to expect a farmer’s labor to be exempt in the morning if they 
work on a pasture fence and then convert to a 40-hour week if they thin pines 
in the afternoon? 

The original act did not include the exemption referred to, section 13(a) (15). 
It was not until 1949, after some 10 years of chaotic experience with the act, 
somewhat obscured by wartime conditions, that the Congress realized that some 
relief was needed for small businessmen in forestry and logging. This exemption 
granted the needed relief from the burden of closely supervising widely scattered 
employees and of keeping records which previously had been required of many 
small businessmen who were actually unable to keep them. 

The necessity for the exemption still exists, and there has been no substantial 
change in the status of the small forest products producer. His employees are 
often his relatives or farm neighbors, frequently working in isolated areas 
impossible to supervise. They work at times which are convenient to them, 
irregularly and on a part-time basis. Withcut the 12-man exemption, the wood 
and other forestry products which are today being produced by small business- 
men, would instead, of necessity, be produced by larger operators whose business 
could stand the expense of added supervision and recordkeeping. 

E'imination of the 12-man exemption, therefore, would actually mean elimi- 
nating a source of income for thousands of farmers and small businessmen, 
both white and colored; for it is not possible for them to comply with the act 
without the 12-man exemption, and their products could not be bought unless 
they do comply, otherwise the purchaser would be acquiring what is known 
under the act as “hot goods,” in itself a further violation. Enactment of the 
bills before you, eliminating the 12-man exemption, would have the unintended 
effects of raising costs, forcing small operators to violate the law or to go out 
of business, and restricting work opportunities. These undesirable effects should 
not orcur now, anymore than in 1949 when the 12-man exemption was enacted. 

Here are other reasons why the removal of the 12-man exemption would have 
ill effects in the South: 

1. Piecework is traditional in woodcutting. Production is measured by the 
cord. Wood is sold by the cord. Hence payment is logically made by the cord. 
This is akin to cotton farming where pickers are paid by the 100 pounds or 
with strawberry picking where payment is received on the basis of quarts of 
berries picked. 

2. Pulpwood production is largely seasonal, thus providing part-time employ- 
ment opportunities when farm labor is not required for regular farmwork. 
Pulpwood production also provides a source for cash money when crops fail or 
weather prohibits regular farmwork. 

3. Weather is a very significant factor. Rain or extreme cold or extreme 
hot temperatures cause pulpweod producers to alter hours for the sake of 


comfort pnd heaith, thus making a factory-type 40-hour week impractical and 
unworkable. 
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r 4. With the 12-man exemption removed, pulp and paper mills would be placed 
) in the position of making a choice between : 
- (@) Running the risk of “hot goods” injunctions. 
e (») Eventually discontinuing its system of purchasing the bulk of its 
0 pulpwood requirements from farmers and small businessmen who are pro- 
fessional pulpwood producers. As a substitute for this wood volume, the 
t mills would have to develop their own mechanized logging operations which 
n would require large woodland tracts similar to the large ownerships in the 
g West. This would, of course, deprive the small landowners of the growing 
8 market for wood which they now enjoy and upon which they are becoming 
T increasingly dependent. This development would, however, even if feasible, 
T have no immediate application. The mills in Tennessee are utterly depend- 
ent at this time and will be for years to come upon the timber grown by 
e the small landowners of that State. Several mills in the State own no land 
4, whatsoever at this time and others are developing ownerships designed 
only as raw material insurance to supplement open market purchases. 
it There are 110,293 farm woodland owners in the counties of Tennessee where 
h, pulpwood is produced. It is humanly and physically impossible for mills in 
of Canton, N.C.; Rome, Ga.; Calhoun, Tenn.; and Kingsport, Tenn., to be respon- 
is sible for enforcing wage and hour rules on 110,293 farms and woodland tracts. 
of To further show how impractical it would be for a few companies to be held 
ct responsible for the action of all tree farmers and pulpwood cutters, the following 
e. table has been prepared from Forest Service reports to show the amount of 
“y pulpwood harvested in Tennessee counties just during the 5-year period, 1953-57, 
PS plus the number of farm woodland owners and farm woodland acreage, obtained 
from 1954 Census of Agriculture: 
Me ies ale ; : ; Sais ae 
it, ' | 
ne Number Pulp- Number Pulp- | 
of farm wood Total of farms wd | Total 
mn County reporting| hervest farm County reportine| harvest far 
ec] wootland | 1953-57 | woodland woodl nd| 1953-57 | wood and 
Av 1 5} 194 
al } Acres 
re Anderson 1,114 52, 185 32,904 || Lewis 452 7,872 55, 781 
Bedford 1,561 1, 802 71,038 || Lineoln 2, OR5 2,141 Q1, 1 
as Benton S61 2, 525 61,114 Loudon 1, 057 15 100 | 37. O11 
m, Bledsoe 668 3, 480 49,016 || MeMinn 1,711 124, 196 80, 682 
mi Blount 1, 808 56, 308 46,999 || MeNairy 1, 785 409 126, 701 
Bradley 1, 206 44, 626 63, 522 || Macon 1,719 89 60, 479 
$s- Campbell 8&3 35, 849 25, 449 Madison 1, 743 697 78, O58 
SS Cannon 1, 187 | 6 61,678 || Marion 558 6, 855 36, 793 
Carroll 2,215 848 93,976 || Marshall 1, 351 71 | 62, 234 
: Carter... 1, £76 13, 781 28,808 || Maury 1, 988 1, 436 102, 239 
ni- Cheatham SON 2, 524 | 56,551 || Meigs SAT 15, 794 | 45, 565 
on, Chester aus 2 56, 188 Monroe 1, 936 93, 964 | 82, 442 
4 Claiborne _- 1, 793 58, 908 46,653 || Montgomery 1, 579 610 60, 119 
uct Cocke 1.490 | 72,995 66,678 || Morgan 717 | 53, 103 48. 295 
SS Coffee 1, 326 13, 499 59,635 || Overton 1,716 8, 957 78, 211 
wh Cumberland 1, 288 81, 366 89, 562 || Perry 578 175 | 113, 139 
io Davidson 1, 462 4, 413 70,462 || Polk 624 56, 912 35, 067 
1€ Decatur 895 465 76,751 || Putnam 1, 747 40, 600 @5. 991 
led Dickson 1, 549 2,248} 95,409 || Rhea 739 48,324; 50,674 
yut Fayette 1, 456 438 94,518 || Roane_-__- O62 51, 849 | 51, 986 
Fentress 1, 131 21, 377 73, 260 Robertson 1, 800 309 48, 129 
uld Franklin 1, 304 1, 209 59, 635 Rutherford 2, O85 562 112, 158 
ed. Giles 2, 168 56 75, 180 || Scott 742 83, 101 56, 670 
ive Grainger 1, 638 8, 073 51, 207 || Sequatchie 283 10, 341 | 22, 456 
Greene 3, 403 16, 659 66, 562 || Sevier 1, 951 29,741 | 62,059 
Grundy 345 10, 363 30, 472 || Shelby 1, 321 18, 609 57, 152 
the Hamblen 822 3, 946 | 13, 733 |, Stewart 857 26} 69,900 
rd Hamilton 1, 339 45, O77 64,978 |, Sullivan 1, 845 20, 378 40, 017 
7 Hancock 1, 320 2, 706 50,713 || Sumner 2,042 3, 483 65, 967 
or Hardeman 1, 444 6, 321 139, 975 || Trousdale 468 4 18, 644 
of Hardin 1,328 | 428 124, 788 || Unicoi 656 10, 895 23, 294 
Hawkins 2, 392 43, 810 79, 141 Union 1, 073 46, 328 31, 823 
Henderson 1, 704 18, 556 90, 833 || Van Buren 115 1, 107 26, 643 
oy- Henry 1, 825 1, 354 | 78,422 || Warren 1, 685 13, 025 | 64, 394 
rk. Hickman 1,170 | 10, 952 | 108, 653 || Washington 1, 739 27, 632 | 24, 523 
or Humphreys 881 974 107, 408 || Wayne 1, 216 22; 157,852 
Jackson 1, 379 137 | 65,007 || White : 1, 421 7, 952 55, 101 
Jefferson 1, 448 | 5, 206 29, 791 W itliamson _- 1, 806 | 3, 955 101, 280 
me Johnson. 1, 337 2, 405 | 44,671 || Wilson 2, 024 22 100, 608 
of Knox 2, 102 50, 426 45, 977 — — _ ad 
i Lawrence 2, 316 22, 712 106, 746 Total 119, 293 (1,527,571 | 5,255,411 
ANC 
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Here is another example to show how pulpwood operations must be necessarily 


spread over wide areas. 


The following table shows the points in Tennessee from 


which pulpwood was shipped during 1958 to just one mill (Bowaters, Calhoun) : 


Alpha 
Arthur 
Athens 
Bruceton 
Campaign 
Chattanooga 
Clinton 
Coalmont 
Collins 
Concord 
Cookeville 
Daisy 

Daus 

Doyle 
Dunlap 
Farner 
Grand Junction 
Greeneville 
Gruetli 


Kimball 
Lake City 
Lancing 
Lenoir City 
Lexington 
Liberty Hill 
Loudon 
Luttrell 
Madisonville 
Maryville 
Mascott 
McMinnville 
McGhee 
Middleton 
Monteagle 
Morristown 
Newport 
New River 
Oneida 


Rogers Springs 
Rugby Road 
Saulsbury 
Sevierville 
South Pittsburg 
parta 

Spring City 
Summerfield 
Sweetwater 
Talbot 
Tazewell 
Tellico Plains 
Tracy City 
Turtletown 
Victoria 
Washburn 
Wauhatchee 
White Pine 
Whiteside 


‘ 


Ss 
Ss 


Harriman Philadelphia Whitwell 
Henleys Pocahontas William Spring 
Jellico Pikeville Winfield 
Johnson City Robbins Yuma 


A noted southern economist, Dr. James Pikl of Southern Methodist University, 
reported on the economic outlook for forest products in the South at a meeting of 
economists in Atlanta last year. He viewed with alarm the possible removal of 
the 12-man exemption from the Fair Labor Standards Act. Dr. Pikl commented: 

“If this were to oecur, then many producers, faced with the almost impossible 
task of attempting to maintain records on hours worked by, and wages paid to, 
scattered workers who receive little or no supervision in the woods, undoubtedly 
would leave the industry. Those who remained would be faced with higher var- 
iable costs, which would require them either to reduce purchases of labor or to 
seek price increases for wood. Such increases would have the effect of reducing 
the relative competitive advantage now held by Southern pulp and paper mills, 
thus tending to discourage expansion. From any standpoint, the impact upon 
the industries under consideration and upon the South as a whole would be ad- 
verse, if not calamitous.” 

It should be pointed out that we have stressed the position of only the pulp- 
wood business in Tennessee with regard to the 12-man exemption. The problem 
is much more widespread. Eighty-three percent of the wood cut in Tennessee 
goes into lumber production and fuelwood, and just 5 percent into pulpwood, 
according to ““Tennessee’s Timber Economy,” published by the U.S. Department 
of Agriculture in 1955. There are only three operating pulp mills in Tennessee 
(construction of another scheduled soon) compared to 2,700 sawmills, 14 veneer 
mills, 38 cooperage plants, and 139 miscellaneous but primary wood-using 
industries. 

Finally, and most important, please consider with us what removal of the 12- 
man exemption would do to the forest conservation picture in Tennessee and the 
South. 

Tremendous progress has been made. Most of this progress, however, is due 
to the fact that the pulpwood market has provided financial incentive to land- 
owners to grow more trees. Pulpwood markets make it possible for small 
young trees to be sold, thus greatly reducing the former long waiting period 
between planting and harvest. Look at tree planting in Tennessee * * * 
Seedling production at the Tennessee State nursery increased from 5 to 50 mil- 
lion annually between the time the State’s newest and largest pulp and paper- 
mill was built and the formation of the soil bank program. 

Many of those planting trees had in mind selling both their wood and their 
labor. Removal of the 12-man exemption will discourage the use of farm labor 
for woodcutting. 

If the financial incentive for tree planting is lessened by discouraging the 
farm market, conservation is due for a serious setback. Equally as serious, 
from the forest conservation standpoint, is that removal of the existing 12-man 
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exemption would make the wage and hour law apply to all reforestation work. 

Think what this would do to tree planting projects of 4-H Club boys and girls, 
and Boy Scouts, who now find spare time reforestation a convenient, educational 
method of building up the treasury of their organizations. And again, a farmer 
would be faced with the discouraging administrative chore of switching farm 
labor over to an 8-hour day and a 40-hour week the minute farmhands are 
changed over from planting agricultural crops to planting tree seedlings. 

There is another point with regard to the conservation situation. It is this: 
If the mills are forced to substitute mechanization for men because of the 12- 
man exemption removal, the forestry practices advocated for small woodland 
owners by all foresters—Federal, State and private—for decades, cannot be 
followed. Big, bulky, costly machines cannot be used on small tracts for thin- 
nings, removing a crowded tree here, a crooked tree there, etc. Every tree 
will have to be cut and the machinery even then may not be practical for the 
typical 40-acre farm woodlot. 

The pulp and paper industry, then, has these alternatives in the South if the 
12-man exemption is lost: 

1. Cease building new mills in the South and cease enlarging existing mills. 
The pendulum would no doubt, in this event, swing back to Canada, or the 
Pacific Northwest, where timber is available in large tracts and complete me- 
chanization is practical. 

2. Discontinue wood purchases from farmers and the smaller pulpwood pro- 
ducers for existing mills in the South (which can’t be moved). Substitute for 
this lost volume where possible purchases from larger landowners and larger 
producers who can manage wage and hour administrative detail. 

3. Increase company landholdings and enlarge size of these tracts to make 
mechanization more efficient. This will be difficult to achieve because legisla- 
tion has already been considered in three southern States to restrict large land- 
ownership by law and/or confiscatory taxation. 

Finally, gentlemen, we wish to remind you that we have not objected to in- 
creasing the minimum wage. It has been our observation that persons in pulp- 
wood production already make $1.25 an hour or more. 

The forest products industry has devoted tremendous effort to encourage 
small woodlot owners to plant trees and to follow better forestry practices. 
The industry helps them fight fire, assists with tree planting, and provides 
technical advice and assistance. We do not believe you will allow such a rela- 
tionship to be upset. 








STATEMENT OF ERNEST FALK, NORTHWEST HORTICULTURAL COUNCIL 


I am the manager of the Northwest Horticultural Council, with offices at 1002 
Larson Building, Yakima, Wash. The council is composed of the following 
organizations of fruitgrowers and shippers in Washington and Oregon: Hood 
River Traffic Association, Medford Pear Shippers’ Association, Wenatchee Valley 
Traffic Association, Yakima Valley Traffic Association, Washington State Apple 
Commission, and Winter Pear Industry. 

The first four associations above listed are composed of growers, packers, and 
shippers of deciduous fruits in their respective areas. The council represents 
the growers of practically 100 percent of all apples and in excess of 90 percent 
of all other deciduous fruits grown commercially in the two States, totaling 
approximately 9,000 growers. Thousands of employees are engaged in orchard 
work, harvesting, and preparing the fruit for shipment. 

The position of the deciduous fruit industry of Washington and Oregon on 
proposed amendments to the Fair Labor Standards Act is as follows: 


S. 1046 


(1) We oppose section 5(b), which would increase the minimum hourly wage 
from $1 per hour to $1.25 per hour. 
(2) We oppose section 6(b), which would strike out section 7(b) (3), which 
provides a partial exemption from payment of overtime for seasonal industries. 
(3) We oppose section 6(c), which would strike out section 7(c), which pro- 
vides a partial exemption from payment of overtime for processing, canning, 
packing, ete., of agricultural and horticultural products. 
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S. 1085 


We oppose section 3 (p. 1, line 8; p. 2, line 13), which would amend section 
13(a) (6) of the act, which provides an exemption from the provisions of sec- 
tions 6 and 7 for employees employed in agriculture. 

In support of the foregoing, we submit the following : 


GENERAL COMMENTS 


Fruits are not price-supported commodities. The fruit industry has not sought 
to be covered by price supports, but has only asked an opportunity to stand on 
its own feet without additional or unnecessary shackles. The Congress has 
manifested great concern over the problems of agriculture because a healthy 
and prosperous agriculture contributes substantially to a healthy and prosperous 
economy. 

The proposals to which we object would increase the farmers’ cost and thus 
result in a reduction in their presently inadequate income. Applegrowers in 
the State of Washington the last two seasons have not received the cost of pro- 
duction. Each year they have taken a substantial loss on the fruit they have 
grown. The increased costs attendant upon passage of the sections above listed 
would force many of them out of business. 

The Congress, when the Fair Labor Standards Act was adopted, held extensive 
hearings and gave serious consideration to the problems of agriculture and 
seasonal industries and wisely provided the exemptions found in section 7(b) (3), 
section 7(c), and section 13(a) (6). The same conditions exist now as prevailed 
then, insofar as the perishability of fruits and vegetables and the requirements 
of other seasonal industries is concerned. One of the objectives of Congress in 
requiring payment of overtime over 40 hours per week was to spread out the 
work and to relieve unemployment. This could be and has been done in industry 
but it cannot be done in agriculture nor in the processing or packing of perishable 
fruits, where we almost always have a shortage of help at peak seasons. 

Hours of work can be regulated in a manufacturing industry; this is not true 
for agriculture and especially that section of agriculture involving perishables. 
Fruit must be picked at the proper stage of maturity. It should not be picked 
until it is properly mature: it must be picked before it becomes so ripe that it 
will fall from the tree or cannot be handled without excessive bruising. 

There is not an adequate supply of local labor to handle a normal crop, even 
if long hours are worked. Each year our growers must recruit labor from other 
areas. Mexican nationals have been brought in under the programs authorized 
by Convrress. Transient workers are recruited through various sources. Grow- 
ers must pay a rate for picking sufficiently high to attract these workers. In 
seasons when there is a serious threat that the crop cannot be harvested without 
loss due to overmaturity or potential freezing, the townspeople and businessmen 
who normally do not participate in the harvest, will go into the orchards and 
pick in order to save the crop. Requiring payment of overtime for work in excess 
of 40 hours per week will not accomplish any spreading of work or reduction of 
unemployment. 

The grower, more than the packer or processor, is vitally concerned with these 
proposals to increase the minimum and to require payment of overtime by re- 
moval of exemptions because, in our industry, the grower receives the net from 
the sale price, be it f.o.b. shipping point or terminal market, after deducting 
expense of transportation, packing, ete. In other words, the farmer is the one 
who is directly affected by increased costs even though, in the first instance, they 
may be paid by the packer. This may be illustrated by the following explanation 
of our fruit-packing operation. 

In the Yakima area approximately 40 percent of the apples are handled through 
cooperative packing plants. (In some areas this percentage is even higher.) 
Of the remaining 60 percent, some large growers pack and store their own fruit, 
and do some packing for neighbors. Many small growers will have their apples 
packed and stored through private, independent firms who pack for a fixed fee 
and sell the fruit for the grower under his instructions. Many other growers 
will deliver their fruit to private firms who pool the fruit of numerous growers 
with their own fruit and distribute the net proceeds from the pool according 
to the variety, quality, and grade delivered by the individual growers. Obviously, 
the grower will bear the burden of increased costs in the packing plants if the 
minimum hourly wage is raised or the partial exemptions of section 7(b) (3) and 
section 7(c) are modified and the cost of preparing fruit for market is forced 
upward. 
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I have often heard the argument made that the farmer could simply add in- 
creased costs on to the price of his goods. While this argument may have some 
logical force when applied to industry, it is not true or correct with respect 
to the fruit and vegetable industry. Growers simply cannot pass their increased 
costs, such as increased labor costs through overtime, on to the consumer. The 
price of fruits and vegetables is determined largely by the law of supply and 
demand, and neither the wholesaler or consumer is concerned with how much 
it cost the grower to grow and harvest the fruit. Thus the inadequate earnings 
of our growers would be further reduced to the extent that the growers’ costs 
are increased. 

(1) Applegrowers have lost money the last 2 years. Generally, in recent years, 
their earnings, after making an allowance for depreciation and interest on invest- 
ment, have been substantially less than $1 per hour for their time. Increases in 
their labor costs would further reduce the submarginal income of farmers. This 
is true because as was pointed out in the foregoing general comments, the cost 
of packing fruit and preparing it for market for sale as fresh fruit is “for the 
growers’ account.” 

Furthermore, raising the minimum to $1.25 per hour would have an inflationary 
effect. Therefore, we oppose the proposals to raise the minimum to $1.25 per 
hour. 

(2 and 3) Section 7(b) (3) provides a partial exemption from payment of over- 
time for a period of not more than 14 workweeks in any calendar year for 
industries of a seasonal nature; overtime must be paid for employment in 
excess of 12 hours for any workday or 56 hours in any workweek. 

Section 7(c), insofar as the fresh fruit industry is concerned, provides an ex- 
emption from overtime for a 14 week period for employees engaged in sorting, 
packing, and preparing our fruit for market. 

‘acking of fresh fruits cannot be handled on an &-hour-per-day production 
line as may the manufacture of nonperishable commodities. The fruit must 
he packed and dispatched for market while it is fresh. Employers recognize 
that an excessively long day reduces efficiency, may result in a poorer quality 
pack, and is more expensive, irregardiess of the payment of overtime. They 
endeavor, to the maximum extent possible, to keep this under control, but 
highly perishable fruit cannot be packed on an 8-hour-day or 40-hour-week basis. 
For example, the packinghouse will want to pack enough fruit to finish off 
loading of a rail car which should or must be shipped that day. The unpacked 
balance of the fruit, in many instances, can be held for the next day—but it 
is important to filla car and get it started for market. 

-ayment of overtime above 40 hours per week would obviously increase 
the average packing cost per box. Thus, a plant operator, who is also a grower, 
might be better off financially to refuse to handle some other grower's fruit 
in order to hold his operation down to 8 hours per day or 40 hours per week. 
He could pack his own fruit at a lower per-box rate than cooperatives, who 
would have to pack all fruit brought in by their members, or private plants 
who accept all fruit offered. The small grower would be discriminated against 
and in seasons when the crop is above average, might be unable to get a pack- 
inghouse to handle the fruit for the growers’ account. This would mean a 
great loss to the small grower, if he had to sell his fruit loose for whatever 
he could get out of it. 

Repeal of the exemptions provided in section 7(b) (3) and section 7(¢) would 
impose an unbearable burden upon our fruitgrowers, and directly upon the econ- 
omy of our area, if increasing costs force growers out of production. This 
is a real threat if overtime is required for all work in excess of 40 hours 
per week. 

‘4) Section 13(a) (6) provides an exemption from the provisions of section 6, 
minimum wages, and section 7, overtime, for “any employee employed in agri- 
culture or in connection with the operation or maintenance of ditches, canals, 
reservoirs, or waterways, not owned or operated for profit, or operated on a 
share-crop basis, and which are used exclusively for supply and storing of 
water for agricultural purposes.” Agriculture is defined in the section 3(f) of 
the act to include farming, cultivation, and tillage of the soil, growing and 
harvesting of any agricultural or horticultural commodities and other services 
performed by a farmer or on a farm. 

S. 1085 would eliminate this exemption for any grower who used more than 
2,244 man-days of hired farm labor during the preceding calendar year. While 
this test might be appropriate for some types of farming, it is not appropriate 
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for fruitgrowers where a tremendous amount of hand labor is required in 
thinning and harvesting the crop. Medium-size growers would lose the ex- 
emption previously provided. 

While it may be the intent of S. 1085 to continue to exempt small farmers, 
as a practical matter, this result probably will not be accomplished. Growers 
who employ less than 2,244 man-days of hired farm labor must compete in 
the labor market with the larger grower. Obviously a small grower could not 
obtain adequate qualified help in time of a labor shortage if he paid wages 
only on a straight-time basis and his competitors paid overtime above 40 hours 
per week. A small grower would be forced to pay the same wage scale in- 
cluding Overtime as his larger competitor would be required to under this 
proposed amendment to the act. 

If the minimum wage provisions of section 6 are made applicable to agricul- 
tural workers, the farmers’ problems will be greatly increased. 

Pickers are almost always paid on a piece-rate basis. A good picker will 
earn $1.50, $2 or more per hour. Some, if not most, women will earn less than 
$1 per hour at the same piece rates. If the hourly minimum is applied to the 
picking of fruit, it would mean that many children, who work during the sum- 
mer, and women who perform this work, would be denied employment because 
the farmer could not afford to pay them a higher per-box rate than is paid to 
the average picker. The farmer, to keep his costs uniform, would be tempted 
to recruit more transients and minimize the use of women and high-school 
children. 

*ayment of overtime, in addition to the financial burden, which our growers 
cannot bear, would place a difficult recordkeeping burden on the farmer. 
Numerous arguments would develop over how much overtime was worked. 
Pickers work hours that are satisfactory to them. They do not all start at the 
Same time; they take different lunch periods, which are not of uniform length; 
they quit for the day when they see fit. The farmer now keeps no record of the 
hour when the workers start, stop for lunch or quit for the day. The picking is 
done on a per-box basis and records are kept of the number of boxes picked by 
each picker. Removal of the present agricultural exemption would place a 
severe burden on our growers. 

Frequently an entire family will work in an orchard harvesting the fruit—a 
man, his wife and their children during vacation. They all pick together 
emptying their fruit into a common pool instead of using separate numbers for 
each member of the family. If an hourly minimum is applied to the picking of 
the fruit, it would mean that each member of the family would have to keep his 
fruit separate. Farmers would be faced with the problem of several members 
of a family, or even different individuals, putting a portion of their picking inte 
the boxes of one picker whose earnings would thus be brought even higher 
above the minimum while the earnings of other pickers who would not take 
credit for some of the fruit they picked, would be below the minimum. The 
farmer would be hard put to protect himself against frauds of this character. 
Likewise, the farmer would be forced to refuse employment to slow pickers as, 
for example, women and children. Their chance of employment would be re- 
stricted to small growers not subject to the minimum wage provisions. 

If a farmer is forced to pay overtime after 40 hours per week, he might be 
forced to cause his employees to stop work when they reached 40 hours during a 
week. That employee would then either be out of a job or have to look for a 
new one. Employees thus would bounce around from one job to another or to 
neighbors who could get together and work their crews 4 days of the week and 
then switch crews for the last 3 days. Through this medium, the 40-hour-per- 
week provision could be avoided or evaded. This would be inconvenient for 
both the workers and the grower. Growers, and workers alike, should not be 
forced to resort to devices of this character. Obviously, the workers would be 
injured if their workweek is restricted to 40 hours. Many of them are students 
who work during the summer to pay part or all of the expenses for the coming 
school year. Most seasonal workers are anxious to work as much as possible 
during the season, and more than 40 hours per week, so the loss would be in- 
flicted not only upon the farmer but also his employees. 


ADDITIONAL GENERAL COMMENTS 


Discrimination against small growers 


Passage of the sections we are opposing would inflict great competitive hard- 
ship upon and discriminate against the small grower for another reason. The 
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small grower must send his fruit to a cooperative or independent packinghouse 
for sorting, preparation for market, storage, etc. Generally these packinghouses 
are centrally located in a town or city of over 2,500 population. Their em- 
ployees who sort, pack, handle, etc., the fruit are subject to the act. 

On the other hand the large grower who has sufficient volume can, and many 
do, own and operate a packinghouse and cold storage on the ranch. Packing 
his own fruit, the large grower generally is in the area of production and, 
therefore, is exempt from the minimum wage and overtime requirements. 

The small grower, in the past and at present, has in connection with the 
packing of his fruit had the advantage of the partial exemptions from overtime 
under section 7(b)(3) and 7(c). These exemptions have made it possible to 
hold payment of overtime down to a minimum and permitted the small grower 
to compete with the large grower. Removal of the partial exemptions provided 
by section 7(b)(3) and section 7(¢c) would impose additional costs on the 
small grower, while the large grower would not be affected. In the stiff com- 
petition between applegrowers, where supply frequently exceeds demand, this 
will mean one thing for sure. The small grower will be forced out. Does the 
Congress want to do this to the small grower? 

The present exemptions should be maintained or else the Congress should 
establish a definition of “area of production” that is honest and realistic and 
in line with the original intent of Congress in lieu of the one established by the 
Department of Labor which favors the large grower who packs on his ranch and 
discriminates against the small grower who must have his packing and storing 
performed at a central point, usually a city of over 2,500 population. 


CONCLUSION 





The proposed amendments to which we object, which would restrict the 
exemptions provided in the current law, are not in the best interests of the 
economy of the United States. Removal of these exemptions would discrim- 
inate against the small grower; and also would place an additional burden, 
both financial and clerical, upon the already overburdened farmer whose in- 
come per hour of work (after considering return on investment, depreciation, 
ete.) is generally less than the hourly rate of pay throughout the United 
States. Under present economic conditions, the imposition of an additional 
financial burden upon the farmer is unwarranted, unjustified and uneconomic. 
The exemptions—partial or total—currently provided in sections 7(b) (3), 7(c), 
and 18(a)(6) should not be restricted. Also, the minimum should remain at 
$1 per hour. 

























STATEMENT OF WILLIAM J. FARSON, EXECUTIVE VICE PRESIDENT, AMERICAN 
NEWSPAPER GUILD 





We of the American Newspaper Guild appreciate the opportunity to express 
our views on the amendments to the Fair Labor Standards Act contained in 
8. 1046, as they would apply to our industry. 

Most of the 17,000 newspaper workers now excluded from the protection of 
the act work for small, isolated weekly and semiweekly newspapers and few, 
if any of them, work under union conditions, much less union contracts. Yet 
they who need it most, are denied the protection and benefits of the law. It 
is manifestly unfair for workers on these small publications to be denied any 
measure of protection whatever as to their wages and hours just because they 
happen to work on small publications. We in the guild are proud of the 
standards we have established on organized newspapers—standards which are 
reflected in improved wages and hours on most unorganized daily newspapers. 
Unfortunately, this is not true among many of the smaller publications now 
exempt from the law. It seems to us that the opposition of these publishers 
to a minimum wage of $1.25 an hour and a 40-hour basic workweek is in itself 
evidence of the need for such provisions. 

The present law exempts employees of weekly, semiweekly, and daily news- 
papers with a circulation of less than 4,000 copies in the county of publication 
or contiguous counties. 

It also exempts certain newspaper delivery employees from the child labor 
provisions of the act. 

It seems obvious, in the first place, that denying a minimum wage of $1.25 an 
hour to any newspaper employee is an anachronism in the year 1959. We have 
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established, through collective bargaining, far higher minimum rates for the least 
skilled categories in our jurisdiction. Weekly minimums of $55-$60 for copy- 
boys are not uncommon; while journeyman reporters, advertising salesmen, and 
the like have a wage floor as high as $150 or more in some cities, and upwards 
of $100 in any standard guild contract. 

The spokesmen for the small publishers make much of the claim that a 40-hour 
week would be impossible. We in the guild have had a long and intimate ex- 
perience with that argument. In our earliest days we were told that even the 
largest newspaper could not be operated under a 40-hour week, much less pay 
overtime and stay in business. Yet daily newspapers today are operating in 
a highly efficient and profitable manner on a workweek, in many cases, of only 
35 hours. This applies to the printing trades as well as to our own membership. 

Finally, there is the matter of the newspaper deliveries. This is another area 
where sentiment has obscured the facts. 

It may be very well to exclude from the child labor provisions the boy who 
ehucks the afternoon paper in the general direction of your front porch. The 
proposed bill makes that exception. However, the language of the present law 
is so broad that it might well be construed as going well beyond this. Surely 
there could be no excuse, for example, for permitting boys under 16 to dump 
bundles trom trucks in tront of newsstands or newsdealers, or to work in the 
ordinary processes of Mass newspaper delivery. That's just as unsuitable for 
children as doffing spindles in a cotton mill, and ought to be just as illegal. 

To sum up, I ask you to remember that we are discussing $1.25-an-hour wages 
and a 40-hour week in an industry in which wages as high as $5 an hour for a 35- 
hour week are not uncommon. We in the guild hope you share our conviction 
that under these circumstances, the continuation of the present exemptions just 
deesn't make good sense. 

Thank you for letting us present this statement on behalf of our colleagues in 
the small newspaper field. 


STATEMENT BY Dr. A. FERNOS-ISERN, RESIDENT COMMISSIONER OF PUERTO RICO 


Mr. Chairman, I wish to comment briefly on the matter of minimum wages 
paid in the Commonwealth of Puerto Rico under the requirements of the Fair 
Labor Standards Act of 1938, as amended. 

At present, the act authorizes special industry committees to recommend 
hourly minimum wages for Puerto Rico up to the $1 an hour statutory rate that 
applies in the mainland. A biennial review of these wage rates for each indus- 
try is required by law. In addition, the Commonwealth of Puerto Rico has 
adopted its own minimum wage law and also reviews wage rates on an industry- 
by-industry basis each 2 years. 

Secretary of Labor Fernando Sierra Berdecia, of the Commonwealth of 
Puerto Rico, in his statement points out in some detail, Puerto Rico's particular 
situation which has required the establishment of special industry committees 
to study and set minimum wage rates in Puerto Rico for each industry so that 
the highest possible Wage May be paid to the Puerto Rican worker without 
closing down the factory for which he works and thus preserve his employment. 
Because of the lower production achieved thus far by the Puerto Rican workers 
in some new industries, and because of the high cost of transportation to bring 
in raw materials, together with high transportation rates to the areas where 
finished merchandise is to be marketed, it has been found that the across-the 
board minimum wage rates which apply in the mainland, cannot be made appli- 
cable to Puerto Rico. It is simply a matter of adapting the law to special 
circumstances, and the system has worked well. 

It is particularly to be noted that the Fair Labor Standards Act already pre- 
cludes that a competitive advantage may be allowed industries in Puerto Rico 
over U.S. industries outside of Puerto Rico. Minimum wages in Puerto Rico 
may be established at a lower rate only to the extent necessary to compensate for 
production cost disadvantages. If this were not the case, Puerto Rico would be 
at a ruinous disadvantage industrialwise, and would find it impossible to develop 
its industrial expansion. It would have had to continue its dependence on a one 
crop, Sugar economy and remain an underdeveloped community without hope of 
social or economic gains through self-advancement. 

Section 5(c) of S. 1046 would require that any wage order heretofore in 
effect in Puerto Rico, the Virgin Islands or American Samoa be increased by the 
same number of cents per hour that the general minimum wage under the act 
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is increased. I do not believe that any such general approach should be used 
in the case of Puerto Rico. Minimum wages in Puerto Rico, as set by industry 
committees, come to be, in the nature of things, actual, prevailing wages, for 
the industry committees will bring wages as high as the conditions of the indus- 
try will permit. To add a fixed amount to each wage rate could only be justified 
if selling prices would correspondingly increase in the U.S. market because of 
the minimum wage increase in the mainland minimum. But as we know, such is 
not the case. Prevailing wages in the mainland are normally higher than the 
legal minimum. An increase in the legal minimum is not necessarily reflected 
in prevailing wages in the mainland to the last cent. 

S. 1046 should be amended so that the special industry committees in Puerto 
Rico may continue to establish minimum wage rates now up to the minimum 
of $1.25 per hour, in accordance with their findings. Based on first-hand infor- 
mation as to the effect in the mainland market of the increased mainland mini- 
mum, as to the effect of the increased minimum on mainland prevailing wages 
and the effect of such changes in the competitive position of Puerto Rican mer- 
chandise coming to the mainland, fair determination may then be made by the 
industry committees as to increases to be made in wage rates in Puerto Rico. 

The Congress, heretofore, in its wisdom, has established for Puerto Rico 
a method of dealing with minimum wages, which is both realistic and work- 
able, in accordance with the dictates of special circumstances in the island 
and with the view of equalizing wage rates in Puerto Rico with those of the 
mainland, while at the same time making allowances for the difference in pre 
vailing conditions. 

I am confident that in adopting any amendments to the Fair Labor Standards 
Act, the committee will bear in mind the special and unusual problems of in- 
dustries in Puerto Rico, to the end that no legislation be recommended which 
would tend to cripple Puerto Rico’s program of self-help through industrializa- 
tion or slow the current rate of Puerto Rico’s industrial expansion, which, if con- 
tinued, can only mean more jobs and higher living standards for the Puerto 
Rican workers. Unemployment in Puerto Rico continues to be our No. 1 
social problem. 

Secretary Fernando Sierra Berdecia’s statement will be accompanied by a 


number of appendix tables which will round out the picture of wages and em- 
ployment in Puerto Rico. (See p. 1092 ff.) 


STATEMENT OF CHARLES M. FISTERE, COUNSEL, Dalry INDUSTRY COMMITTEE, ON 
S. 1046 


This statement is made on behalf of the following constituent associations of 
the Dairy Industry Committee: American Butter Institute, American Dry 
Milk Institute, Evaporated Milk Association, International Association of Ice 
Cream Manufacturers, Milk Industry Foundation, National Cheese Institute, Na- 
tional Creameries Association. 

The member companies of these associations process and distribute the vast 
majority of milk and other dairy products derived from the production of 
approximately 2% million dairy farms throughout the United States. 

The companies vary in size from small operations to the larger integrated 
companies. They include family owned companies, corporations whose stock 
is public owned, and cooperative associations of producers. Collectively they 
operate in all of the States in the Union. 

The purpose of this statement is twofold: 

1. To urge the deletion of section 6(c) of S. 1046. 

2. To urge that section 7(c) of the act be amended by making it clear 
that first processing includes, in addition to the present scope, all opera- 
tions preceding the actual first processing. 


1. SECTION 6(C) OF S. 1046 SHOULD BE DELETED 


This subsection of the bill would repeal the exemption, from the overtime 
requirement provision of: the bill, now applicable to the first processing of 
certain agricultural products. 

As to the dairy industry, the necessity for the retention of the amendment 
derives from the two facts. First, milk is a highly perishable product, the safe 
and expeditious handling of which is essential to the health of the Nation. 
Second, the quantity of milk which goes through the plant on a given day is not 
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subject to control of the processor. Nature and the processors’ commitments to 
the farmers to take all the milk produced, govern plant operations. In the 
course of this industry’s providing the marketing facilities for dairy farmers it 
is subject to seasonal fluctuations as great as 100 percent in the volume of milk 
which it may be called upon to handle. This is brought about by seasonal con- 
ditions with which you are familiar. As you know, spring brings grass and 
warm weather when cows produce much more milk than they do during the 
winter periods, as a general rule. Because of this great fluctuation the industry 
is compelled to provide facilities and employment schedules adequate to handle 
milk and cream of continuously varying volume. Each day’s receipts of milk 
must be processed immediately whether the farmer delivers 1 pound or 1,000 
pounds. If these elastic handling facilities were not provided, it would result 
in great loss to the producer and consumer. 

Section 7(c) of the act, as it relates to the dairy industry, exempts from the 
overtime provisions only, the first processing of milk, buttermilk, whey, skimmed 
milk, or cream into dairy products. The first processing exemption does no more 
than to give recognition to these natural phenomena and should, in reason and 
fairness, be retained. 


2. SECTION 7(C) OF THE ACT SHOULD BE AMENDED BY MAKING IT CLEAR THAT FIRST 
PROCESSING INCLUDES ALL OPERATIONS PRECEDING THE ACTUAL FIRST PROCESSING 


It is respectfully requested that on page 9 a new section 6(c) of the bill be 
substituted for the present subsection as follows: 

“(e) Section 7 of such Act is further amended by adding at the end of sub- 
section (c) thereof the following new sentence: ‘For the purpose of this sub- 
section (c) the term “first processing” shall include all operations prior to, in- 
cluding, and through the completion of such first processing, whether performed 
at the same or different times, or in one or more places, or by one or more em- 
ployers.’ ”’ 

A serious question has arisen during the past several years regarding the status 
of employees employed in milk and cream receiving stations. These so-called 
receiving stations accept milk and cream from the local farming area, generally 
cool it and transship the same to the first processing plant. For some years this 
operation had been considered merely a step in the first processing of the agri- 
cultural commodity. During that time hundreds of inspections were made by 
wage-hour employees without any question being raised. In recent times, how- 
ever, the Administrator has taken the position that these receiving stations are 
not entitled to the exemption afforded by secion 7(c) because no actual process- 
ing takes place at such stations. 

It is our position that all of the operations between the farm and the comple- 
tion of the first processing should come within the exemption. Support for this 
view is found particularly in two Federal court decisions, as follows: , 

Shain v. Armour & Company (D.C. Ky. 19438, 50 Fed. Supp. 907): Those 
employees engaged in transporting cream to creamery, or in receiving it or in 
pasteurizing or churning cream are exempt from maximum hour provisions 
of the act because engaged in first processing. 

Macomb v. Musselman (167 Fed. 2d 918): It was held that under section 
7(c) exempting employees engaged in the first processing of fresh fruits, 
first processing lasted from time apples began journey from warehouse to 
cannery until drying of pulp was over and product no longer was in perish- 
able state. 

It is obvious from these two decisions that a first processing operation does 
not necessarily have to occur at a single point. Since dairy farm operations 
are exempt under the agricultural exemption and certain processing plants 
are exempt under the first processing exemption, Congress could not have in- 
tended to cover operations which occurred between the farm and the first proc- 
essing plant. 

Despite these decisions and contrary to the rationale of the present section 
7(c), the Department takes the view that the receiving station operations do 
not come within the exemption. 

Exactly the same reasons apply to exempting such receiving stations from 
the overtime provisions as apply to the plants which actually do the first proce 
essing. Under the current holding of the Administrator the peculiar condition 
exists where the receiving station which lies between the exempt farm opera- 
tion on one hand and the exempt processing plant on the other is held to be 
subject to the overtime provisions of the act. 
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It is respectfully requested that the committee, by the adoption of the sug- 


gested amendment, bring the statute into conformity with the conditions which 
need to be met. 





STATEMENT OF THE FLORIDA CANNERS ASSOCIATION TO THE SUBCOMMITTEE ON LABOR 
OF THE SENATE COMMITTEE ON LABOR AND PUBLIC WELFARE, ON S. 1046, To 
AMEND THE FAIR LABOR STANDARDS AcT OF 1938 


The Florida Canners Association is a nonprofit trade organization with 52 
members, including both grower-owned cooperative canning enterprises and inde- 
pendent canning enterprises. Its members pack approximately 96 percent of the 
entire national production of canned, chilled, and frozen citrus fruits and juices. 

This association is opposed to those provisions of S. 1046 which would eliminate 
from the Fair Labor Standards Act of 1938 sections 7(b)(3) and 7(¢) which 
provide for the overtime exemptions presently applicable to the processing and 
canning of perishable fresh fruits and vegetables. This association is, in addi- 
tion, opposed to the proposed increases in the minimum wage. 


FIRST PROCESSING OR CANNING OVERTIME EXEMPTIONS 


The purpose sought to be accomplished by Congress in writing the 40-hour 
maximum workweek into the Fair Labor Standards Act of 1938 was to achieve 
full employment by spreading employment evenly on a year round basis and to as 
many workers as possible. It was theorized that this purpose could be accom- 
plished by placing a limit on the length of the workweek so that each employer 
would find it necessary to employ more workers and for a greater number of weeks 
each year in order to achieve the desired rate of production. An absolute limit 
on the length of the workweek was obviously undesirable so the overtime penalty 
upon employers who employed workers in excess of the statutory workweek was 
written into the act. It was hoped and assumed that employers would wish to 
avoid payment of this penalty and that they would, therefore, voluntarily reduce 
the workweek for their employees to 40 hours wherever conditions made it pos- 
sible to do so. The intended purpose of the act would thereby be accomplished. 
Thus, overtime penalty was not intended to be an end in itself, but only a device 
for spreading the work to more workers and on a year-round basis. 

That being the case, it would be pointless to impose this device on an industry 
in which the ends could not be accomplished. 

Two basic conditions must be present to enable the overtime penalty to operate 
in the intended fashion : 

(1) Employers must have the means of controlling working hours and 
spreading production evenly over all the weeks of the year. 

(2) There must be an adequate supply of labor available on a year- 
round basis. 

Congress, in enacting the Fair Labor Standards Act of 1938, recognized that 
these two conditions clearly do not exist in the fresh fruit and vegetable process- 
ing and canning industry. In that industry production cannot be spread evenly 
over all the weeks of the year. It can be carried on only during the harvesting 
season when the fresh fruits and vegetables are available. In that industry, 
plants are generally located in rural areas where the supply of labor available 
during the processing season is inadequate. The two conditions necessary to 
enable the overtime penalty to operate in the intended fashion being absent, 
Congress logically concluded that it would not only be pointless but also in- 
equitable to impose the means (the overtime penalty) on that industry since 
the ends (spreading employment evenly on a year-round basis to as may workers 
as possible) could not be accomplished. Congress, therefore, granted to the 
fresh fruit and vegetable processing and canning industry two exemptions from 
the overtime provisions of the act. Section 7(b) (3) contains a 14-week exemp- 
tion up to 12 hours per day from the overtime penalty for industries which the 
Administrator finds to be of a seasonal nature. The Administrator has declared 
the “canning of perishable or seasonal fresh fruits and vegetables to be an in- 
dustry of a seasonal nature.” Section 7(¢c) provides a 14-week exemption from 
the overtime penalty for employees in any place of employment where “an 
employer is engaged in the first processing of, or in canning or packing, perish- 
able or seasonal fresh fruits and vegetables.” 

That the two basic conditions, without which the overtime penalty cannot 
accomplish its intended purpose do not exist in the fresh fruit and vegetable 
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processing and canning industry has been recognized by Congress each time 
an attempt has been made to remove these exemptions. No logical reason has 
been shown for imposing the overtime penalty on this industry since the absence 
of these two basic conditions would preclude the accomplishment of the intended 
purpose. 

These two basic conditions clearly do not exist in fresh fruit and vegetable 
processing and canning industry. 

Fruits and vegetables are, in almost every instance, highly perishable and must 
be consumed or processed quickly. It is, therefore, apparent that the process- 
ing and canning of fruits and vegetables must be carried on almost exclusively 
within the harvesting season of the particular fruit or vegetable. The harvest- 
ing seasons of most fruits and vegetables are relatively short. Therefore, the 
entire production of most products must be packed within a few weeks or a 
few months. Thus, short production seasons are not only typical of this in- 
dustry but also are unavoidable being the result of uncontrollable natural 
conditions. 

It is not only impossible to spread production over the entire year; it is, 
unfortunately, also impossible to spread production evenly over the harvesting 
senson. Within the harvesting season itself, the availability of the raw prodnuet 
fluctuates widely because of uncontrollable natural factors. One week heavy 
rains may Stall harvesting operations. The following week, with sunny weather, 
the volume harvested may tax the processing plant to capacity, or may even 
exceed its capacity. One week unfavorable weather may slow the ripening proc- 
ess, thus requiring a reduction in harvesting and in processing if quality is to 
be maintained. The following week a change in the weather may cause the 
product to ripen at a rapid rate, again resulting in a volume of the raw product 
that may require the combined efforts of every available worker to process 
the harvest while quality remains ata peak and before deterioration and waste 
can result. 

The capacity of processing and canning plants to handle the volume of the 
harvest is typically limited, net by the capacity of the plant eqnipment, but by 
the availability of labor. Most processing and canning plants are located in rural 
areas, close to the farms and groves. In these rural areas, a majority of the 
labor force is normally engaged in farming or lines of endeavor closely related 
to farming. Since harvesting operations normally require a far greater amount 
of labor than is required during the other phases of growing a crop, the bulk of 
the area's labor force is at its busiest period at exactly the time when the 
processing and canning plants must go into operation and find adequate labor 
to man them. Consequently, processing and canning Pants are faced, not with 
a labor surplus which could be remedied by having them employ more workers 
for shorter hours, but with a labor shortage which is typically so acute that 
the crops can be processed only by working substantially in excess of S hours 
a day during the greater part of the harvesting season. 

It is therefore apparent that the two basic conditions without which the over- 
time penalty cannot accomplish its intended purpose of spreading employment 
do not exist in the fresh fruit and vegetable processing and canning industry 
processors and canners can neither control working hours nor distribute produc 
tion throughout the year, and the supply of labor available during the processing 
season is inadequate. 

Moreover, the elimination of these exemptions and the imposition of the over- 
time penalty on the processing and canning of fresh fruits and vegetables would 
have harmful effects on consumers and on processors, and to an even greater 
degree on growers and on employees. 

The processing and canning of fresh fruits and vegetables is a highly competi- 
tive business. This high degree of competition has resulted in a narrow profit 
margin in the industry. For a great number of processors and canners, espe- 
cially the smaller ones and those where the labor shortage is most acute, the 
profit margin is so low that they would find it impossible to pay the overtime 
penalty and would, instead, be forced to cut their employees to a 40-hour week. 
With all of the available labor already employed, such a cutback, would not 
result in spreading employment. It would, instead, necessarily result in reduced 
plant capacity and in reduced earnings to the employees. 

Thus, the effect would be exactly the opposite of that claimed by those propo- 
nents of S. 1046 who say that the elimination of the overtime exemptions would 
increase the cannery worker's income. Instead of receiving a 50-percent increase 

in wages for hours worked over 40, workers would be limited to a 40-hour work- 
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week, and the earnings previously received for hours worked over 40 would no 
longer be available. Their elimination would work an extreme hardship on many 
rural families who rely heavily on the substantial earnings received by the various 
members of the family so employed during the processing season to supplement 
their regular source of income. 

In addition, such a cutback could easily prove disastrous to farmers and grove 
owners. A cutback in the number of operating hours would necessarily cause 
a direct and corresponding reduction, not only in plant capacity, but also in plant 
purchases of the raw products. A significant and, in many instances, principal 
portion of the farmers’ or grove owners’ available market would thereby be lost. 
This would inevitably result in the economic waste of unsold produce, and, 
more serious, a severe financial loss to the farmer or grower. 

In this regard, Judge Bone, of the ninth circuit court of appeals, speaking for 
the majority in McComb v. Hunt Foods (167 F. 2d, 905) said: “The policy of 
protection to the growers of ‘perishable and seasonal fresh fruits’ is of as much 
force as that of the protection of general industrial workers. The objective of a 
uniform rule for hours and wages in manufacturing should not be allowed to 
prevail over the paramount necessity of garnering and preserving fruits and 
grains and the protection of those who grow them when Congress equally recog- 
nized both in the act.” 

It is, of course, obvious that the increased costs which would be brought on by 
an elimination of these exemptions, both those resulting from reduced efficiency 
and those resulting from increased labor costs per unit, would inevitably be 
passed on to the consumer. In view of the fact that the limitation of the over- 
time exemptions cannot accomplish the desired effects, the inflationary conse- 
quences of this proposed legislation cannot be justified. 

Finally, the application of the overtime penalty to the fresh fruit and vegetable 
processing and canning industry would bring about the very type of discrimination 
that the Fair Labor Standards Act of 1938 was designed to eliminate. The un- 
certainties of the weather and other natural phenomena which directly affect 
the intensity of the seasonal peaks of activity fluctuate widely from year to year 
and differ greatly from region to region and even county to county. It neces- 
sarily follows that some canneries will have to work many more hours per day 
than others in a given season. If they were required to pay penalty overtime, 
their costs would vary substantially with these natural factors, and serious 
economic discrimination would result. 

For the above reasons, recognized by Congress since 1938, the Florida Canners 
Association respectifully urges that Congress once again reject all proposals 
to éliminate or curtail the first processing and canning exemptions contained in 
sections 7(c) and 7(b) (3) of the Fair Labor Standards Act of 1938. 


RAISING THE MINIMUM WAGE 


The effect of the proposed increase would be that no worker would be permitted 
to accept a job in covered employment, unless he is able to get at least $1.25 
per hour, instead of $1 as under the present law. The rise from 75 cents an hour 
prier to March 1, 1956, to $1.25 now would be a 66.6 percent increase in just over 
3 years. 

Today's minimum wage level of $1, as compared with the existing industry 
average, is actually 6 percent better than it was in 1938. The present $1 figure is 
46 percent of the present industry average of $2.19. In 1938, the 25-cent mini- 
mum was only 40 percent of the 63-cent average industry wage. Thus, today’s 
minimum wage actually represents a greater proportion of the average wage than 
it did in 19388. 

In his statement introducing S. 1046, Senator Kennedy referred to a 1951 
report of the Department of Labor's Bureau of Labor Statistics. The Senator 
interpreted this report as disclosing the amount needed by a family of four 
to maintain a “minimum decent standard of living.” It was his conclusion that 
based on these findings a 1959 income of $2.25 an hour would be required to 
maintain such a standard. However, it should be noted that this report covers 
only the average expenditures of an urban family of four persons who maintain 
what BLS terms “a modest but adequate” standard of living. The average 
expenditure of persons in this group cannot be considered as the minimum 
amount necessary to maintain such a standard. 

Since the amount arrived at was only an average, some workers in the group 
earned more than the average and some less. 
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Furthermore, the needs of an entire family cannot be regarded as the proper 
basis for determining whether an increase in the minimum wage is justified. The 
concept that the minimum wage should be adjusted to the needs of an entire 
family overlooks the fact that there is a wide variation in the size of families, 
and that the low-wage earner may be only one of several members contributing 
to the family’s income. This concept ignores the fact that the typical worker 
-arning the minimum wage or less is much more likely to be a young, single 
person holding his first and perhaps parttime job, than to be the head of a family 
with several dependents. Many wives also work to supplement their husband’s 
income. This is shown by report of the U.S. Department of Commerce, pub- 
lished in March 1958, which discloses that approximately half of the wives of 
workers earning less than $4,000 a year are also employed. 

In a report recently issued by Secretary of Labor James P. Mitchell, the Secre- 
tary suggested serious potential difficulties if the minimum were raised. This 
report provided a considerable volume of evidence of the adverse impact of the 
1956 law and the potential disemploying and cost-price lifting effect of a rise to 
$1.25. 

This report indicates that those who got increases benefited at the expense 
of those who lost their jobs due to the 1956 law’s impact. Thus it resulted in 
robbing “poor” Peter to pay “rich” Paul. 

The 1956 law had disemployment effects. It closed down some establishments 
entirely. It forced employers to substitute machine methods for hand labor. 
And it tended to concentrate the workers with low productivity and low earning 
power, and thus barred them from covered employment and drove them into the 
lower-wage sectors of the economy or disemployment. 

The impact of minimum wage legislation is not confined to the labor costs at 
the minimum. In its initial impact, minimum wage legislation will narrow down 
or eliminate some of the preexisting wage differentials above the minimum. 
But the law does not change the underlying realities that produced and sustain 
these wage differentials. These wage differentials are highly prized by working 
people and are highly useful in allocating and recruiting human resources of 
varying skills and talents, and in terms of risk and working conditions. Wage 
differentials exist in all societies and perform highly essential functions. They 
‘an be counted on to reassert themselves after a new minimum is fixed—to 
induce a spreading of upward changes in wage rates in general from those directly 
affected by the minimum wage law to others above the minimum not directly 
affected. Those who support increases in the minimum wage may thus be, 
wittingly or unwittingly, becoming underwriters of inflation. 

A 66.6 percent increase at the minimum in the short time of 3 or 4 years, if 
spread throughout the entire wage structure, would inevitably leave powerful 
disemployment effects for all types of workers or price effects for the consumer, 
or some of both. 

The theory that raising the minimum wage will increase the purchasing power 
of low-income workers and contribute to general prosperity is admittedly a 
seductive one. It fails to recognize the fact that even after the immediate 
effects of raising the minimum wage have been absorbed, there remains a Goy- 
ernment compelled rigidity in the wage structure which may reasonably be 
expected to aggravate deflation if and when it comes. An artificially fixed wage 
level may prevent reducing wage payments to the individual worker. Yet, em- 
ployers forced to reduce production costs may effect even greater savings by 
reducing the number of workers they employ. Past experience reveals that in 
periods of recession, the declining total of wage payments is actually much 
less a matter of falling wage rates than it is a matter of rising unemployment. 
At a time when we have a reemployment problem, pricing labor at an arbitrarily 
higher figure would place an extra premium on disemployment. 

Congress can legally increase the required minimum wage rate. But enact- 
ment of such legislation does not correspondingly affect the productivity of 
wage earners and make low-paid workers employable. Therefore, many workers 
who qualify for employment at a free market wage rate cannot automatically 
qualify at the higher rate. How many of these low-wage earners will simply 
be barred from jobs when the rate is increased? Senator Douglas, after long 
study, concluded that for every 1 percent wage increase above productivity, the 
disemployment effect is three times as great. 

A minimum wage law does not insure an increase in any family income or, 
for that matter, any worker’s earnings. All it does, in effect, is to say that 
no income shall be earned at less than, say, $1.25 per hour. Workers who 
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cannot satisfy some employer that they are worth not less than $1.25 per hour 
have been assured that they will earn, not higher wages, but, at least in the 
covered fields of employment, no wages at all. 

It has been demonstrated again and again that the mere passage of a minimum 
wage law assures no one of the job at that minimum. It simply says to the 
worker: “You cannot work at all in covered employment, unless you can find 
someone who is willing and able to pay that minimum.” The passage of a mini- 
mum wage law deals with the symptoms of poverty and does not go to the roots. 
The individual efforts of millions of ambitious and industrious people to escape 
poverty are a far more potent and efiective torce for lifting the scale of living 
and improving the well-being of individuals than the mere passage of a law. 
The effort of each to get ahead enriches all of us. 

The proposed increase in the minimum wage thus comes at a time when the 
existing minimum wage represents a greater proportion of the average wage 
than it did in 1988, and the effeets of the last increase have not: been thoroughly 
digested by the economy, it would represent a 66.6 percent increase in just 
over 3 years, and its effects will not be limited to increasing the minimum wage, 
but will spread upward artificially increasing labor costs over and above the 
amount justified by productivity, thus adding inflationary pressures on the 
one hand and disemployment on the other. 





STATEMENT OF GORDON M. FREEMAN, INTERNATIONAL PRESIDENT, INTERNATIONAL 
BROTHERHOOD OF ELECTRICAL WORKERS 


On behalf of the 750,000 members of the International Brotherhood of Elec- 
trical Workers, I wish to associate our organization with the presentation made 
May 7, 1959, before this committee by President George Meany of the American 
Federation of Labor and Congress of Industrial Organizations on 8S. 1046. 

We have no desire to extend the record of these hearings by covering the 
same ground. Mr. Meany has abby presented the case for the increase in the 
minimum to a more realistic $1.25 an hour and the extension of coverage to 
some 7% million workers at the bottom of the economic ladder, who are now 
without even these minimum protections as to hours and wages. His general 
Statement has been supported in detail by Mr. Stanley Ruttenberg of the AFL- 
CIO research department. 

The number of our members who are to be directly affected by the increase 
of the minimum wage provided by this bill is practically nil. But the continued 
payment of a wage of less than $1.25 is not defensible in a Nation with a 
national policy which purports to set ‘fair labor standards.” 

There is no reason why all telephone operators should not be fully covered 
by the provisions of the law. There is no reason why the employees at the 
bottom of the ladder in electrical manufacturing plants, be they maintenance 
workers or cafeteria employees, should be subjected to wages below $1.25 an 
hour. 

These employees must buy the necessities of life at the same stores, pay the 
Same streetcar or bus fares, pay the same rents and meet the same medical bills 
as the rest of the workers represented in the national averages. The average in- 
dustrial earnings are now nearly a dollar above the proposed minimum. 

Despite the very small number of our members who will be directly affected 
by the proposed revision of the law, so long as any members of our brotherhood 
need this protection the entire organization will press for their fair treatment. 

Our sincere interest is brought into this hearing not only on behalf of our 
own members but on behalf of the vast numbers of workers who are without 
the benefits of organization. Workers who are unorganized have no protection 
as to minimum wages or maximum straight-time hours, except as it be afforded 
by this law. 

Simple justice demands speedy action by the Congress and the President to 
eliminate what Mr. Meany has quite properly termed the “disgrace” of these 
outmoded standards set in the law of the land. It demands that the protection 
of the law be extended to those now exempt but clearly within the reach of 
Federal regulatory power. 

The economic benefits to the entire Nation which will flow from the strength- 
ening of the consuming power of the low-paid workers have been well covered 
by Mr. Ruttenberg and other witnesses before the committee. 
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Twenty years experience with this statute has demonstrated, the -basie sound- 
ness of the policy concept of fair labor standards. 

The cries of those who warn of serious adverse economic effects if this pro- 
posed legislation is enacted, sound very much like those we heard when the 
act of 1938 was under consideration. Time and experience has proved their fears 
to be entirely unfounded and fallacious. 

We hope that this Congress will act to revise these standards which now lag 
so sadly behind the times. 

We hope that the benefits of the revised standards will be extended to the 
millions whose coverage is proposed in the bill before you. 

Qnly in this way can the declared purposes of this basic legislation be 
achieved in terms of the needs of 1959. 

We ask this committee speedily to report out a bill which will earn again 
for the Fair Labor Standards Act of 1938 the right to the use of the word fair 
in its title in 1959. 





STATEMENT BY LovIS GOLDBLATT, SECRETARY-TREASURER INTERNATIONAL LONG- 
SHOREMEN’S AND WAREHOUSEMEN’S UNION 


The enactment of legislation to amend the Fair Labor Standards Act for the 
purpose of increasing the minimum wage and extending the coverage is long 
overdue. Certainly such improvements in this basic law are more urgently 
needed today than ever before. And we cannot urge too strongly that this sub- 
committee recommend—as a minimum—the enactment of the Kennedy-Morse 
bill, S. 1046. 

Although this statement will deal primarily with those provisions of S. 1046 
which apply to workers employed in food processing and canning—because of 
our experience with workers in such mdustries—I do not want the impression 
to be left with the subcommittee that our interest is limited to these workers. 
We emphatically endorse all the provisions of S. 1046 which bring to millions 
of additional workers in such employments as retailing and service, logging 
and construction, the benefits of coverage under the FLSA. 

We also want to state that S. 1085, introduced by Senator McNamara, de 
serves consideration because it undertakes the decisive step of expanding cov- 
erage of the law to agricultural workers. We wish to congratulate Senators 
MeNamara and Clark and Congressman Roosevelt for sponsoring this legisla- 
tion to provide a fair deal for hired farm labor. We feel that S. 1085 is a 
worthy complement to S. 1046 and that the times call for favorable action on 
both these measures. 

It seems to us that the original intent of Congress in enacting the FLSA, 
as stated in section 2 of the act itself, will continue to be frustrated as long 
as the law remains unchanged in the face of changing minimum needs of those 
workers for whom the FLSA is so important. 

It might be well to recall that the act declares its policy to be “to correct 
and as rapidly as possible to eliminate” conditions of labor “in industries engaged 
in commerce or in the production of goods for commerce” which are “detrimental 
to the maintenance of the minimum standards of living necessary for health 
efficiency, and general well-being of workers.” A reasonable minimum wage, 
overtime pay for all hours worked in excess of 40 in any one week and the 
prohibition of child labor, are the specific standards which are supposed to imple- 
ment this policy of Congress. 

Although our discussion of proposed changes is concerned primarily with the 
issue of coverage of the law, we want to emphasize our endorsement of an increase 
in the minimum wage to $1.25 per hour. The current minimum wage of $1 an 
hour is woefully inadequate. Is there any Congressman who would seriously 
contend that an American worker can maintain himself and his family at mini- 
mum standards of health, efficiency and general well-being on $1 an hour? It is 
an impossible task. And we don’t believe it is necessary to prove this point by 
reference to what has happened to the retail price index or by introducing figures 
on the cost of a minimum—and not a luxurious—budget in the United States 
today. 

Congress will continue to be remiss in its responsibility to the undernaid and the 
underprivileged in our country as long as it permits the minimum wage to remain 
at the $1 level. 

Turning now to the matter of coverage, the ILWU favors amending the pro- 
visions of the FLSA to provide for full coverage of workers engaged in the proc- 
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and: essing of agricultural and fishery products, and for full coverage of agricultural 
workers. These are the two questions we shall discuss more fully. 


oro- 
aa COVERAGE FOR CANNING AND PROCESSING WORKERS 


ears Under the present act we find a hodgepodge of exemptions applying to workers 


engaged in packing, canning, and other processing of agricultural or fishery com- 
lag | modities. These exemptions are not only some of the most complicated features 
of the act but also represent the most troublesome administrative problem. 


the It is estimated that about 660,000 workers in so-called seasonal industries are 

exempt from the overtime provisions for all or part of the year. In addition, 

1 be according to the U.S. Department of Labor, some quarter of a million workers 

7 engaged in processing of farm commodities are completely exempt because they 
sam | are employed in the area of (farm) production. 


fair Workers engaged in seasonal industries or in the first processing of agricul- 
tural commodities are exempted by sections 7(b) (3) and 7(c) from the overtime 
provisions of the FLSA for a period of 14 weeks or, in some cases, two 14-week 
— periods within a year. Under the lirst 14-week exemption, as provided by section 
7(b) (3), time and one-half is required only for work done over 12 hours a day 
and 56 hours a week. Under section 7(c) unlimited overtime may be worked 
* the | Without premium pay. 
long Additional exemptions apply to shoreside workers employed in the fishing 
ently | industry. Workers engaged in processing, handling, or unloading fresh fish, are 
sub- | exempted from wage and overtime coverage under section 13(a)(5). And em- 
forse | Ployees of fish canneries are exempted from overtime provisions under section 
18(b) (4). The Labor Department estimates that 32,000 workers are affected by 
1046 | the exemption applying to fresh fish workers and 15,000 by the exemption apply- 
se of | ing to fish cannery workers. 
ssion S. 1046 would repeal the exemption on maximum hours applying to workers 
‘kers, employed in seasonal industries, in the first processing of agricultural com- 
lions modities and in fish canneries. It would also repeal the minimum wage and 
gging | Overtime exemption applying to workers engaged in the handling, unloading 
, and processing of fresh fish. The ILWU strongly supports the elimination of 
1, de | these exemptions as a long step in the right direction. 
r COV- it was long argued that the overtime exemptions were necessary to permit 
ators | Waximum operations during the peak periods in seasonal agricultural processing 
gisla- | ad canning industries. The same point was made with reference to fishery 
-is a | Workers in both cannery and fresh fish processing. Our experience in affected 
m on | industries, such as sugar-grinding factories and pineapple canneries in Hawaii, 
or the west coast fishing industry, demonstrates that the original argument 
‘LSA, | has long ceased to have any validity. 
- Jong For the purpose of this brief statement, it need only be mentioned that there 
those | is 2 wealth of Government data which shows that the nature of the food proc- 
essing industry has changed remarkably since the act was adopted. Hand 
orrect J labor has, for the most part, been replaced by automatic production lines; 
gaged | tefrigeration has solved the problem of spoilage of perishable commodities. 
rental | Teday, modern technology has transformed the food canning and processing 
r1ealth | imdustry into industrialized operations capable of accomodating any so-called 
wage, | Petk seasonal periods without material hardship. 
d the In short, there is no sound basis for denying to workers employed in agri- 
imple- | Cultural processing for food canning the full coverage of the FLSA. To continue 
the existing exemptions, is to perpetuate in these industries, an unjustified sub- 
th the | Sidy for management at the expense of their employees. 


crease 
$1 an COVERAGE FOR AGRICULTURAL WORKERS 
a At the present time, as a result of the provisions in section 13(a) (6), no 


It is agricultural workers whatsoever are covered by the FLSA. Thus some 3 mil- 
CIS Tiion workers—among them the lowest paid and most exploited workers in 


se bY | America—have been excluded from the protection of the act. These agricul- 
natal tural workers are largely unorganized workers in a highly seasonal industry and 
’ 


they do not enjoy even the minimum protection of unemployment insurance 
i the laws. If any group of American workers desperately needs the protection of 
ne the minimum wage coverage, it is the group employed in agriculture. 


remain The changes embodied in S. 1085 would extend to agricultural workers the 
. benefits of coverage under the FLSA on a gradual basis. The bill proposes that 

> = . ° . . 

7 osil the minimum wage be applied step-by-step for hired farm labor as follows: 

e proc- 


7 cents an hour during the first year; 85 cents an hour during the second 
4{681—-59—_-73 
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year; $1 an hour during the third year, and thereafter the act’s minimum. 
While maximum hour coverage is extended to all hired farm labor covered by 
the minimum wage, the Secretary of Labor is given authority to provide for 
limitations, tolerances and exemptions. In effect, the benefits of the act are 
extended in such a way as to provide ample cushion for a period of adjustment. 

As the committee is well aware, large-scale farms are rapidly dominating 
American agriculture. And it is completely unrealistic to continue to treat the 
large-scale, complex agricultural enterprises of California, Hawaii, and else- 
where, as though they were small family farms. 

As a case in point, the sugar- and pineapple-growing industries of Hawaii, 
with their enormous capital investments, are big business. Yet their employees 
have, so far, been excluded from the act. 

In the new State of Hawaii, all sugar workers outside the factory or mill are 
eliminated from coverage. This means that out of a total work force in 1956 
of 14,250, there were 12,000 who were not covered by the Act at all. 

The pineapple field workers also are not covered. In 1956 there were 3,000 
regular field employees and an additional 3,000 seasonal workers during the 
peak harvesting season. 

As a result of collective bargaining efforts of the ILWU with the employers 
in Hawaii, both sugar and pineapple field workers have won standards which, 
in most instances, are superior to the provisions of the act, were its provisions 
applied to them. 

For example, overtime pay after 8 hours of work per day is now paid to field 
workers on our sugar planations. Overtime after 40 hours per week is now 
provided for in the contract on all 26 sugar plantations. Some 9 plantations, 
which prior to 1958 had enjoyed a 48-hour work week at straight time during 
an agreed-upon exemption period, were brought under the 40-hour week pro- 
vision in a new contract signed last summer. 

In pineapple, all fieldworkers similarly receive overtime after 8 hours of 
work in any one day. And with the exception of a 14-week exemption period, 
when overtime is not paid until after 44 hours, the 40-hour week is the practice. 

The significance of what has been accomplished in the way of a standard 
workday and workweek for sugar and pineapple fieldworkers in Hawaii is 
readily apparent. It is a demonstration in these two major industries that 
standard industrial overtime practices can be established in agriculture with- 
out the kind of economic dislocations and disasters customarily predicted. 

That this same point holds true with regard to the minimum wage provision 
of Fair Labor Standards Act is demonstrated by the evolution of wage levels 
in the Hawaiian sugar and pineapple industries. 

The first agreement signed by the ILWU in sugar was effective on July 1, 
1945. As a result of this agreement the base rate was set at 48% cents per 
hour. Over the past decade the base rate for the lowest labor grade has been 
raised—not without some difficulty and cost to the union and its members— 
to the present rate of $1.19 per hour. All other classifications of labor, in 
both sugar field and factory, are on a higher level. 

The first contracts between the ILWU and the pineapple companies of Hawaii, 
signed late in 1945, were interim agreements which covered no cost items. The 
first complete contracts between eight pineapple companies and the respective 
units of the ILWU went into effect in May 1946. At that time the base rate for 
labor grade one, was 80 cents an hour. At the present time the base rate is 
$1.37 per hour for male workers and $1.27 for female workers. These rates will 
be increased next year under the current collective bargaining agreement. 

Thus the two major agricultural industries of Hawaii—sugar and pineapple— 
have successfully adjusted to conditions far superior to those called for in 
S. 1085. And despite all the dire predictions about the establishment of these 
conditions, both industries are flourishing today. 

What has been accomplished in Hawaii certainly cannot be considered a far- 
fetched objective for agriculture on the mainland. While it is true that the 
union supplied the motive force for bringing about the changes in Hawaii, 
it is equally true that the pineapple and sugar industries have learned to live 
under decent standards. Is it not time that the Government provided the 
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motive force to compel agricultural employers throughout the country to bring 
their working conditions into line with the minimum standards of the Fair 
Labor Standards Act? 

Finally, it might be pointed out that over the years we have heard considerable 
debate about parity for the farm operator. But what about the farmworker? 
It is high time that consideration be given to the agricultural worker and that 
he be elevated to a position of parity in his economic status and in his legal 
rights with his fellow workers in other trades and industries. 


GENERAL COMMENTS 


We are well aware that a long line of industry spokesmen have claimed that 
enactment of S. 1046 would create an intolerable burden for business. We are 
also aware that spokesmen for agricultural employers contend that S. 1085 adds 
up to an impossible burden for them. 

There is a simple answer to these objections. 


If decent minimum standards, 
such as those projected in 8. 


10446 and §8. 1085, can’t be established at the 
present time and under present economic conditions, then there is little hope 
of ever completing this job. Certainly the prospects for improvement will not 
be greater when the economic situation takes another turn for the worse. 

Moreover, it must be emphasized that the agricultural and food-processing 
industries have for too long enjoyed a free ride on the backs of low-paid, 
overworked, and thoroughly exploited workers. When we compare the wages, 
hours, and conditions of the Hawaiian sugar workers, including the medical 
care, vacations, and pension programs they enjoy, with the conditions in the 
competitive sugar industries selling in the U.S. market, the contrast is certainly 
startling. The mainland cane and beet growers and the offshore producers— 
all of whom are selling a product in the U.S. market which is quite indistin- 
guishable from Hawaiian sugar and which sells for the same price—neverthe- 
less continue to contend that they can’t begin to match the labor standards of 
the Hawaiian industry. 

We simply don't believe this to be true. However, to the extent there is 
any truth whatsoever in this position of the rest of the sugar industry, then it 
indicates that these employers remain competitive with Hawaii primarily because 
of the subsidy they squeeze out of their field and mill workers. 

This kind of situation is precisely what the FLSA aims to overcome. Enact- 
ing the proposed amendments, we feel, will thus be a move in the direction of 
bringing an end to the low-wage, long-hour exploitation of sugar and all other 
agricultural workers. 

In conclusion, I want to point out that the ILWU does not believe that the 
issue posed by the changes embodied in S. 1046 can be compromised. To do so, 
would be to bargain away the rightful claim of millions of ill-fed, ill-clothed, and 
ill-housed citizens, to a decent standard of living. We, therefore, urge that 
the subcommittee stand fast on this measure and recommend its enactment. 

Likewise, the challenge presented by millions of low-paid agricultural workers 
must be faced sooner or later. S. 1085 offers an opportunity to make a sub- 
stantial start. Weurge its favorable consideration. 


STATEMENT OF THE MemMPHIs TRANSIT Co., MBMPHIS, TENN. 


We respectfully urge that the committee report against the proposal in §. 
1046 to include local public transit companies within the coverage of the act, 
for the following reasons : 


I 


Local transit is a regulated public utility whose rates, revenues, expenses, 
properties, services, and operations are directly supervised and controlled by 
State or municipal government under State laws or local ordinances. To super- 
impose Federal legislation affecting payroll cost, which is the major item of 
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local transit operating expense, would conflict with, and to a considerable extent 
nullify existing governmental control over a quasi-public corporation. 

(a) Memphis Transit Co. is a quasi-public corporation chartered under the 
provisions of sections 48-601 et seq. Tennessee Code Annotated. 

(vb) The board of commissioners of the city of Memphis exercise jurisdiction 
and control over Memphis Transit Co. as a public-service commission under 
the provisions of section 65-1601, Tennessee Code Annotated, and as a munici- 
pal government under the provisions of the franchise ordinance of September 4, 
1945. 

(c) Memphis Transit Co.’s payroll expense is 60.3 percent of the total cost 
of providing public transportation service in the city of Memphis. 


II 


The wages and working conditions of local transit employees are not sub- 
standard or below the minimum standard of living (FLSA, sec. 2), but on the 
contrary are far higher as to wages and far more extensive as to working con- 
ditions than the present (FLSA of 1938) or proposed (S. 1046) standards. 

(a) Memphis Transit Co.’s operators wage scale is exactly twice the present 
minimum, and has consistently been 50 percent to 100 percent above the mini- 
mum wage fixed by the act since 1988. Not a single employee earns less than 
the present minimum. 

(b) All employees are On a 5-day 40-hour week, and every hourly employee who 
works over 8 hours in any 1 day, or over 40 hours in any 1 week, is paid time 
and one-half for such excess. 

(c) Employees are guaranteed a minimum of 8 hours daily and 40 hours 
weekly. They are also paid numerous other types of premium pay based on 
conditions unique in the transit industry (as described in sec. IV), are given 
3 weeks vacation with full pay (including overtime and premium time), holiday 
overtime, pay for not working on holiday, time off in case of death in family, 
ete. 

(d) Memphis Transit Co. contributes an amount equal to 6 percent of gross 
pay to a funded pension plan for employees which pays a minimum of $100 per 
month to retired employees, and pays half the premiums on hospital, medical 
exense, sickness and accident, and group life insurance for employees. 

(e) The allowances, premium, and penalty payments, and benefits amount to 
20.3 percent of the productive hours payroll. 


Ill 


Local transit employees are not within that category of workers who cannot 
effectively protect their interests through collective bargaining, the protection 
of whose interest is held by the courts to be the express purpose of the act. On 
the contrary, to a greater extent and over a longer period of time than the great 
majority of American workers, transit workers have been effectively represented 
by strong unions, antedating by many decades most Federal and State labor 
legislation. Such unions have, by the collective bargaining process, secured 
and maintained the establishment of both above-standard wage levels, and a 
complex system of premium, penalty and guarantee payments related to the 
peculiar and unique hours of work inherent in local transit operations. Such 
working conditions go far beyond, and are more beneficial to the transit em- 
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ployee, under his particular conditions of work, than the provisions of the 
Fair Labor Standards Act as at present, or as proposed to be amended. 
(a) Memphis Transit Co. has recognized and bargained with Division 713, 
of Amalgamated Association of Street, Electric Railway and Motor Coach Em- 
ployees of America, AFL-CIO, since the year 1916. This union represents all 
hourly workers, comprising 88 percent of the company’s 617 employees. 
(b) Since 1916 Memphis Transit Co. has executed with Division 713 25 sepa- 
rate 1, 2, or 3-year labor contracts, by negotiation or terminal arbitration. 
(Exhibit 1. Current Contract No. 25, has been retained in the Subcommittee 
files.) 
IV 


The hours of work of transit employees are inflexibly fixed, not by either man- 
agement or labor, but by the hours during which transit riders travel to and 
from their own work or activities. The bulk of transit employees must, there- 
fore, be on the job 1% to 2 hours before most other people go to work, and 
again 1% to 2 hours after most other people get off from work. Conversely, 
fewer transit employees are needed during the middle of the normal working 
day. This requires many bus drivers to work split shifts, performing part of 
their day’s work during the morning rush hours, and the other part during 
the afternoon rush hours. 

Publie transit service must be provided 7 days a week, so that many transit 
employees must work on Saturday and Sunday and take off on other days of 
the week. Public transit service must be maintained on holidays, so that cer- 
tain transit workers must work on every holiday. 

The work shift of each individual bus driver is governed by the time neces- 
sary to complete a required number of trips, which necessarily varies with the 
length of the bus line. Therefore, practically all bus drivers work either 
slightly over or slightly under 8 hours a day, and only rarely and by pure 
chance does a bus driver’s work day come out exacty 8 hours. 

The work hours of transit employees, therefore, cannot arbitrarily be changed 
to conform to a uniform standard or pattern of work shifts, as can be done in 
factory operations. 

(a) The attached chart (exhibit 2) showing the number of Memphis Transit 
Co. vehicles in service during each 15-minute period of an average week day 
graphically depicts the widely fluctuating number of bus drivers required over 
the 22-hour day, ranging from 218 to 238 during each of the 2-hour peak periods, 
dropping to less than 100 during the middle of the day and below 60 at night. 
This chart also demonstrates why many bus drivers must work split shifts, and 
why it is impossible to schedule an exact 8-hour workday for each man. 

(v)) The actual or “platform” time of each bus driver’s workweek under 
Memphis Transit Co.’s current schedules is made up as follows: 
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To compensate for the necessarily different hours and conditions of work of 
transit employees, there has been developed over the years a complex system 
of compensatory and premium payments and allowances, which are far more 
extensive than the maximum hours provisions of FLSA, and are generally com- 
puted on a wholly different basis. 

(a) The total amount paid by Memphis Transit Co. to its operators in the 
past year under its contract was 9.1 percent greater than would have been re- 
quired to be paid under the provisions of FLSA. 

(b) If the provisions of FLSA were superimposed on the contract, under the 
rule of construction of the act that all conflicts are to be resolved in favor of 
the employee and against the employer, the total amount that would have been 
paid to operators in the past year would have been 2.8 percent or $53,438 more, 
plus $21,000 to cover the cost of additional payroll records which compliance 
with the act would require to be maintained. 


EXHIBIT 3 


Memphis Transit Co—Comparison of operators’ payroll under S—1046 alone, 
present contract alone, and S—1046 superimposed on present contract 













| Under Wage- 


| Under Wage-| Under pres- | Hour Act 
Hour Act ent contract | (S-1046) 
only only superimposed 






|} on contract ! 





(1) 






(2) (3) 





A. Work time: 








1. Operating buses_ - ee sal esidaialas ‘ $1, 589, 246 $1, 589, 246 $1, 589, 246 
2. Reporting and turning in aac 112, 026 74, 684 | 112, 026 
3. Traveling to and from lines 16, 127 10, 748 | 16, 127 
4. Protecting board = , ‘ dame 24, 360 22, 280 | 24, 360 
5. Making accident reports or attending court__- 3, 054 2, 036 3, 054 
6. Standing by in emergencies siete 182 121 | 182 
7. Attending instruction classes Sah i i 1, 210 807 | 1, 210 
8. Pay to students while training : mae 769 234 769 





Subtotal. _. 1, 746, 974 1, 700, 156 | 1, 746, 974 


B. Nonwork time 









1. Overtime 2 12, 677 2 21, 129 | 221, 129 
2. Overtime on holidays 11, 981 11, 981 
3. Pay for not working on holidays . 13, 738 | 13, 738 
4. Dead time (to make 8 hours daily) ---__- ; 52, 703 | 52, 703 
5. Spread penalty -- \ — wes 24, 940 | 24, 940 
6. Time off duty but subject to call 570 | 855 
7. Biweekly guarantee to extra men 2, 400 2, 400 
8. Extra pay for instructing students. saab k Ghareld 65 | 65 
9. Time off for death in family 7 fava boca 682 | 682 

10. Paid break in 3-piece run. i 3, 701 | 3, 701 

11. Relieved to select run 1, 936 | 1, 936 

12. Vacation pay -- (3) 85, 665 | 92, 000 












Subtotal i 12, 677 219, 510 226, 130 

C. Total operators’ pay ' 1, 759, 651 1, 919, 666 | ! 1, 973, 104 
D. Increase_.- +160, 015 | +53, 438 
Percent increase. _____-__. beelatud bei: +9.1 | +2.8 


! Does not include estimated $21,000 additional annual cost of handling payroll records under Wage-Hour 
Act. 
? ? Wage-Hour Act provides for overtime after 40 hours a week; contract provides for overtime both after 
8 hours per day or 40 hours per week. 

’Wage-Hour Act does not require vacation pay; however, if present vacations were given, under act 
cost woukd be $77,100. 
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The additional compensatory and premium payments which arise out of the 
working conditions peculiar to the transit industry may be summarized under 
these general categories: 


1. Due to the individualized work schedule of each man 


(a) Regular operators are guaranteed 8 hours per day, even though their ac- 
tual work time may be considerably less. The difference between actual time 
and the 8-hour minimum is called dead time. 

(b) Regular operators who work over 8 hours per day are paid at time and 
one-half for all time in excess of 8 hours, as overtime. 

In the case of Memphis Transit Co. these two payments amounted to 94 
cents per hour in the past year. 


2. Due to the necessary operation of split shifts 


(a) Where the time between the beginning of the first work shift, and the end- 
ing of the second work shift exceeds a specified number of hours, time and one-half 
is paid for all time worked beyond such maximum hours. This is called spread 
penalty. 

(b) Where it is necessary in order to maintain continuous service to the public 
for one operator to relieve another at some point on the line other than at the bus 
garage, he is paid travel time on the basis of the specified average time needed to 
travel between the garage and the relief point. 

(c) When it is necessary to schedule a work shift consisting of three parts, or 
pieces of work, the shortest interval between any two pieces of work is paid at 
straight time. This is known as pay for shortest break in three-piece run. 

In Memphis Transit Co.'s operations during the past year these three payments 
amounted to 5 cents per hour. 

3. Report and turn-in 

(a) Each operator is paid a stated number of minutes each day as compen- 
sation for picking up and turning in transfers and schedule cards, checking out 
his bus, and turning in reports, before or after his work shift. This payment, 
called report and turn-in, is generally a fixed number of minutes, agreed to by 
the company and the union as representing the normal time needed for such 
activities. Because it represents an allowance, and because many operators, as a 
matter of personal convenience, do not handle their reports and turn-ins immedi- 
ately before or after and continuous with their work shift, report and turn-in 
is not treated by contract as measured work time either for the purpose of making 
up dead time, or basing overtime, but is paid at straight time. 

Report and turn-in time in Memphis in the past year amounted to the equiva- 
lent of 9 cents per hour. 

4. Protecting service to the public against interruption 

To avoid any interruption of service to the public, transit companies must have 
at all times a sufficient number of unassigned drivers to operate the buses of 
regularly assigned drivers who are absent for any reason, and to operate any 
unscheduled extra or special service that may unexpectedly be required. These 
unassigned men, usually numbering from 8 to 12 percent of the assigned drivers, 
are referred to as the extra board and the standby work they perform is called 
protecting the board. Paid vacations alone require a 5-percent extra board, and 
the number of regular men who are off sick, excused, or who fail to show up on 
time, require the remainder. 

(a) A number of extra men proportionate to the assigned number of regular 
men are required to be on duty to take over the work of the regular men who are 
absent. This standby time, called protecting the board, is commonly paid at 
straight time by contract. 

(b) When there is considerable absenteeism extra men secure sufficient work, 
but when there is little absenteeism, the extra man must be guaranteed a certain 
minimum pay, usually 80 to 90 percent of a normal workweek, even though his 
work is largely standby. This guarantee to extra men fluctuates widely from 
week to week, but in the course of a year is substantial. 

(c) On occasion, due to unusually high absenteeism, or extra service require 
ments of bad weather conditions or special public events, the number of extra 
men becomes insufficient, and regularly assigned men are required to do extra 
work in addition to their normal shift. In such cases they are paid, not only 
for the extra work at overtime rates, but straight time for the intervening period 
between the regular shift and the extra work. This hold time is either in the 
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form of time on duty standing by in emergencies, or for time off duty but subject 
to eall. 

(d) New transit employees must undergo at least a month on-the-job training 
before they can qualify for work. The pay of men while learning is called 
student pay. Regular operators who carry students with them while operating 
their regular shift are allowed extra pay for instructing students. 

These items for the protection of the public service from interruption involve 
an additional 3 cents per hour in the case of Memphis Transit Co. 


5. Maintaining public service on holidays 


As a public utility the transit company cannot shut down on holidays, but 
must maintain a reduced but substantial amount of service. This requirement 
gives rise to extensive holiday costs which are wholly dissimilar in extent to 
most businesses. 

(a) Men who must work on holidays are paid holiday overtime, generally at 
double time. 

(b) Men who would have worked their regular shift had the day not been a 
holiday are given their regular pay as if they had worked. 

Holiday payments by Memphis Transit Co., including double time for men who 
work on holidays, amounts to an added 3 cents per hour. 


6. Miscellaneous items peculiar to transit operations 


(a) Because of its particular exposure to damage claims, the making of ade- 
quate accident reports is of greater importance in transit operations. Transit 
employees are paid at straight time for all time spent in making accident re- 
ports and attending court. 

(b>) Since transit employees are constantly dealing with the public as repre- 
sentatives of a quasi-public corporation, it is essential for them to be fully ad- 
vised of changes in operations and services, including those required by act of 
public authority. Therefore bus operators are paid at straight time for at- 
tending instruction classes. 

(¢) Seasonal fluctuations in the demand for transit service, and route ex- 
tensions and changes require new schedules four or more times a year, and 
this in turn means that bus drivers must select new work shifts, or runs. Such 
selection is made by strict seniority order, and no man may make his choice of 
work until his turn is reached. It is frequently necessary for men to be re- 
lieved to select run. 

These miscellaneous items add one-half cent per hour to Memphis Transit 
Co.’s cost. 

These six classes of payments having peculiar application to the transit in- 
dustry, in the case of Memphis Transit Co., add to a total of 30 cents addi- 
tional pay per hour. 

In addition, payments more common to industry in general, such as vacation 
pay, and time off in case of death in family, are likewise paid by transit 
companies. 

Vacation pay and time off for death in family amounts to an additional 
11 cents per hour for Memphis Transit Co. drivers, making a total of 41 cents 
per hour added to the scale. 

Exhibit 3 shows the amounts paid to Memphis Transit Co. bus drivers in the 

12 months ending March 31, 1959, what such payments would have been had 
they been made only in compliance with the Wage-Hour Act alone, and what 
they would have been with the Wage-Hour Act superimposed on the present 
labor eontract. 
VI 
The maximum hours provision of FLSA are necessarily general in nature and 
presuppose that the work shifts of employees can readily be altered or reduced 
to conform to the law. Since the hours of work in the transit industry are in- 
flexibly fixed by public demand, and not subject to change for the convenience 
of employee or employer, the imposition of the overriding maximum hours pro- 
visions of FLSA would be arbitrary, unworkable, and contrary to the public 
interest. 

(a) The contract between Memphis Transit Co. and the union (exhibit 1) 
expressly recognizes the paramount rights and interest of the public. 

Since the wages of transit workers are generally double the minimum and 
their working conditions established by collective bargaining are far more 
extensive and beneficial to the employee than those provided by FLSA, it 
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cannot possibly be said that there exist in the transit industry labor conditions 
detrimental to the maintenance of the minimum standard of living necessary 
for health, efficiency, and general well-being of workers, as stated in section 2 
to be the purpose of the act. Since transit workers have been effectively 
represented by strong unions long before the passage of FLSA, it cannot now 
be contended that transit should be included in order to protect employees who 
are unable to effectively bargain collectively for themselves. 

On the contrary, the maximum hours provisions of FLSA, although less com- 
prehensive than those now established by collective bargaining, are so wholly 
unrelated to and inconsistent with the peculiar and unique working conditions 
of local transit that to superimpose them would lead to the uprooting, nullifi- 
eation, and distortion of established contractural arrangements, to the detri- 
ment of employee, employer, and the general public alike, and would tend to 
cause the very burdens on commerce, labor disputes, and interference with the 
orderly conduct of business which the act (sec. 2) expressly purports to 
eliminate. 

The inclusion of transit, therefore, not only fails to accomplish the purpose 
of the act, but is likely to lead to the opposite result. 

The only benefit which might conceivably accrue to any transit worker would 
be whatever windfall payment might be created for some, but by no means 
all transit workers, by arbitrarily pyramiding certain provisions of FLSA on 
top of existing contract payments. 

(b) The $53,488 additional cost shown in column 3 of exhibit 3 would go 


to about 65 percent of the employees, the remaining 25 percent getting nothing. 
VII 


There being no possible question of substandard wages or depressed working 
conditions, the effect of including transit in FLSA would be to add, without 
justification, a substantial amount to the cost of an essential public utility 
service. There is no good reason that the bus riders, already paying for above- 
standard wages and working conditions for transit employees, should be bur- 
dened with further unnecessary expense. 

Increases in the cost of public transportation always result in a decrease 
in bus riders, and a corresponding increase in automobile riders. The fewer 
people who use mass transportation, the greater the expenditures of public 
funds which must be made in the attempt to provide the street and storage 
space for more and more automobiles. Since local transit offers the only 
realistic and financially feasible solution to the staggering problems of urban 
traffic congestion, every taxpayer and citizen, whether he rides the bus or not, 
has a direct stake in seeing that bus riding is not further reduced by adding 
unnecessarily to the cost of a bus ride. 


Vill 


If the creation of more jobs is an objective of S. 1046, the inclusion of the 
transit industry will have the opposite effect. 

In those transit companies already on a 5-day week, the windfall increases 
accruing to some men by the pyramiding of FLSA provisions on existing con- 
tracts will result in unnecessary increases in the cost of bus service, causing 
a decline in bus passengers, which in turn means a need for fewer and fewer 
transit employees. Moreover, the operation of the FLSA superimposed on 
existing contracts will in many cases have the odd result of making it cheaper 
to pay overtime than dead time, so that fewer men may be needed than at 
present. 

In those transit companies which are on a 6-day week (largely at the specific 
insistence of the local union and despite attempts by the national union to 
secure a 5-day week) the result of a 40-hour week enforced suddenly by law 
will be to necessitate such drastic fare increases that the number of bus riders 
will drop to such a low level that fewer rather than more bus drivers will 
be employed. In many cases the privately owned transit system will collapse, 
and the only accomplishment of the act will be to force the furnishing of mass 
transportation service by some branch of local government, whose employees 
will be exempt (sec. 3) from FLSA. 
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IX 






Section 2 declares that one purpose of the act is to eliminate unfair methods 
of competition. A substantial and increasing portion of local transit service is 
operated by governmental units or agencies which are exempt from FLSA (sec. 
3). The effect of including the privately owned transit systems (which them- 
selves perform a public function) under the act would be to put them under a 
system of arbitrary control from which other transit systems are exempt. 










Xx 






It would be unrealistic to suppose that the transit industry unions which are 
supporting S. 1046 will willingly renegotiate their contracts so as to make 
them conform to rather than conflict with the maximum hours provisions of 
FLSA, although that would be the normal implication of their support, and would 
be the course that transit managements would be obliged to pursue. It is more 
probable that the transit unions desire to retain those parts of existing contracts 
which are more favorable to the union viewpoint, and at the same time use 
the provisions of the law to override those parts of existing contracts which are 
less favorable to the union viewpoint. 

(a) The May 1959 issue of Motorman, Conductor, and Motor Coach Operator, 
the official publication of the Amalgamated Association of Street, Electric Railway 
& Motor Coach Employees of America, referring to S. 1046, contains this state 
ment at page 4: 

“The amalgamated association is taking an active part in seeking to bring 
about the adoption of these amendments, since they would bring local transit em- 
ployees under the coverage of the act for the first time. This means that em- 
ployees of local transit systems would no longer be required to work more than 
40-hours a week at straight time, as so many of them are today.” 

This. single-shot interest on the part of the international union in the 40-hour 
week by force of law does not coincide with the experience of transit managements 
whose local unions consistently and vehemently insist on a 6-day week at the 
same pay levels of companies on a 5-day week, or with the experience of those 
companies already on a 5-day week whose locals insist on contract provisions for 
assigning overtime work on a seniority basis, and whose 5-day week employees 
habitually work at other jobs on their days off. 
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Since there is no question of substandard wages or working conditions, since 
wage increases in the transit industry are far ahead of increases in the cost of 
living, and since there has been a progressive decrease in productivity per em- 
ployee, the effect of artifically induced and extracontractural wage increases in 
the transit. industry by virtue of S. 1046 would be purely inflationary. 
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We do not object to paying better-than-average wages, or to affording working 
conditions far exceeding those required by FLSA, where these are determined 
through collective bargaining by parties who recognize the primary interest of 
the public, and who are familiar with the peculiar and inflexible working con- 
ditions imposed by the necessity of serving the public. We do object to having 
an act entirely foreign in its purpose, and wholly unrelated in its design and 
concept, and which ignores both the primary public interest and the existing and 
comprehensive state or local regulation, suddenly imposed on a public utility 
operation, after a token 20-minute appearance on behalf of the entire industry, 
and no appearance permitted on behalf of representatives of the public, who in the 
long run will pay the superimposed costs. We have no quarrel with the $1.25 
minimum—we pay unskilled common labor higher than that rate. We have 
no quarrel with realistic and liberal working conditions, but we do protest having 
factory-type working conditions suddenly and with little concept of their impact 
imposed to duplicate and override long-standing contract provisions developed 
through collective bargaining over a period of over 40 years. 

We respectfully submit that no good, but considerable harm, would be done by 
including local public transit in the Fair Labor Standards Act, as proposed to be 
amended, and that its continued exemption therefrom is in the public interest. 
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STATEMENT BY ABRAM F. Myers, ALLIED STATES ASSOCIATION OF MOTION PICTURE 
EXHIBITORS 


I am chairman of the board of directors and general counsel of Allied States 
Association of Motion Picture Exhibitors. That association is a federation of 20 
regional associations of motion picture theater owners with members in 27 States. 
The greater part of the membership consists of operators of individual theaters or 
small circuits. Only a few of them would be directly affected by the bill, pro- 
viding the limitation to enterprises grossing $500,000 or more a year is retained. 

Nevertheless, the peculiarities of the motion picture business and its present 
precarious condition are such that the small exhibitors will be as adversely af- 
fected by this legislation as theaters included in the coverage, even more so. 


IN THE SAME BOAT 


The cliché about being in the same boat applies to the different classes of 
exhibitors, except that the big fellows may be able to swim longer than the little 
ones. 

All moving picture theaters, large and small, must have an adequate supply of 
films acceptable to their patrons in order to operate. This committee doubtless 
is aware, for it is common knowledge, that whereas the country generally is quite 
prosperous, the moving picture business is, at the present time, in a highly 
depressed state. 

The decline of the theater business began with the advent of television. There 
was a partial recovery after a few years and then the condition was made worse 
than ever by the producing and distributing companies when they made their 
pre-1948 films available to the rival medium. 

Hundreds of neighborhood and small town theaters which must have three or 
more program changes a week, have closed. Television, of course, is mainly 
responsible for the high mortality among theaters. In addition to its immediately 
destructive impact, it unloosed a chain of vicious consequences not generally 
realized by persons outside the industry. 

As attendance dwindled and theaters closed the domestic revenues of the pro- 
ducing and distributing companies decreased. Their attempts to remedy this 
situation by increasing film rentals and curtailing production led to further 
casualties among the theaters. In 1951 the output of the domestic film companies 
was the highest of any postwar year—402 feature pictures. Since then production 
has steadily declined. This is from the Wall Street Journal for February 4, 1959: 

“U.S. movie makers are cutting back film output this year by at least 15 percent 
to the lowest post-war level * * * 

“A survey shows that the seven major film makers plan to release to theaters 
this year 220 full-length feature films—a drop of about 15 percent from the 259 
movies turned over to exhibitors last year and a decline of over 20 percent from 
the 287 films distributed in 1957.” 

What has already happened is sufficient warning that any impairment of the 
ability of any class of theaters to pay the film rentals necessary to support an 
adequate film supply will be disastrous to all elements of the business. That is, 
all who are dependent upon the boxoffice intake for their survival. Some pro- 
duction units making films of a peculiar and dubious nature for television may 
survive. But the motion picture industry as we know it will disappear. 

As I have said, the big exhibitors might be able to swim a little longer than 
the smaller ones. The big first-run theaters in the major cities require fewer 
changes than the subsequent-run neighborhood and small town theaters. Indeed, 
they frequently will run a smash hit several weeks without change. But as more 
and more theaters fade from the scene and the big fellows are called upon to sup- 
ply the necessary revenue without help from below, they to will sink under the 
load. 

Thus the small theater owners comprising almost our entire membership are 
justified in joining with the major theater circuits in asking that movie houses be 
not included in the legislation. 


THEATERS NOT WITHIN DECLARATION OF POLICY 


Bill S. 1046 does not change the declaration of policy contained in the Fair 
Labor Standards Act (29 U.S.C.A. sec. 201) beyond enlarging it to include “retail 
trade or service or other industries.” That basic declaration is inappropriate to 
theaters because labor conditions existing therein— 
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(1) Cannot spread through the channels of commerce to affect labor con- 
ditions among the workers of the several States. 

(2) Cannot burden commerce or the free flow of goods in commerce. 

(3) Do not constitute an unfair method of competition. 

(4) Have not led to labor disputes burdening or obstructing commerce. 
(Such disputes, when they have arisen, have involved projectionists and 
others who are paid much in excess of the proposed minimum of $1.25 an 
hour. ) 

(5) Do not interfere with the orderly and fair marketing of goods in 
commerce. 

While some members of the committee have heard this before, it will do 
no harm to repeat that motion picture theaters manufacture nothing and sell 
nothing. They merely lease films for stated periods, run them through the pro- 
jecting machine and then return them to the owners. The wages paid by an 
exhibitor cannot affect the wage scales in other States, or in other cities, or 
even in other theaters in the same city. If there ever was a case where one 
exhibitor was forced to reduce the wages of his employees because another 
exhibitor, paying lower wages, had reduced admission prices, it has not come 
to my attention during 30 years of close observation of this business. 

Competition among theaters is not affected or controlled by the wages paid. 
Regulation of wages and hours is not necessary to the preservation of fair 
competition in the theater business. Competition among theaters is governed 
by such factors as the attractions offered, the playing of a picture upon or 
shortly after release and, sometimes, the location of a theater. The big down- 
town first-run theaters invariably charge higher admission prices than the 
neighborhood subsequent-run theaters; and the latter often charge more than 
the theaters in nearby small towns. The wages paid by these theaters have 
nothing to do with the price schedules. The prior-run theaters can command 
higher prices because they enjoy an early run of the pictures. 

The futility of lower prices as a means of attracting business away from the 
prior-run theater is a fact well known to every subsequent-run exhibitor. The 
rule that the public will pay whatever it can afford to see that it wants to see 
applies to theaters on the opposite side of the same street as well as to theaters 
located some distance apart. If the usual price of both theaters is the same, 
and one with a very popular picture maintains his scale while his competitor 
with a weak offering lowers his, the exhibitor with the strong attraction will 
get whatever patronage is available and the other will do very little business. 

The only exception to this rule is where the distributor of a picture which 
it thinks has a high boxoffice potential requires an exhibitor to increase his 
admission prices above what his patrons can afford or are willing to pay. 

The theater business should not be confused with retail or service enterprises 
selling or handling tangible goods. A retailer paying low wages may undersell 
his competitor who pays high wages on staples and standard articles. But thea- 
ters in close proximity rarely show the same picture at the same time and no 
twe pictures are alike. Under present conditions, competition in the movie 
business consists in striving to get the best pictures first. This competition is 
not affected by wages or admission prices. 


A HUMAN PROBLEM 


We ask the committee in considering this plea for the specific exemption of 
theaters from S. 1046 to give heed to the human aspects of the problem involved. 
The great majority of indoor theaters and all of the drive-ins operate only 
a few hours a day. The downtown theaters in metropolitan areas are about 
the only ones that operate in the daytime any more. The movie matinee is 
virtually a thing of the past. Therefore, the vast majority of theater employees 
are part-time workers. They consist, in large part, of— 
(1) Part-time boys and girls who, after school hours, perform the inexact- 
ing duties of ushers. 
(2) Elderly persons in retirement seeking to add to their meager pensions 
or other income by performing such light tasks as cashiers and doormen. 
(3) Partially disabled persons and persons with other part-time jobs. 
Several times a year we are urged to give employment to physically handi- 
capped and overaged persons. I do not know how much credit the theaters are 
entitled to for their contributions in that behalf. The extreme depression of the 
business has forced part-time employment and the hiring of youthful and elderly 
persons. However it came about, the requests from various sources to afford such 
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people an opportunity to supplement slender household budgets convinces us 
we are acting in the public interest. 

It must be borne in mind that employees of the kind we are discussing are 
unable to compete for standard employments at standard wages. What the 
theaters do is to afford them employment consistent with their age and physical 
capacity. The opportunity which these dependent persons are given and enjoy 
should not be jeopardized by measures for elevating the standards of standard 
employees who compete with one another in competitive markets. 


CONCLUSION 


It is respectfully submitted that the motion picture theaters as integral parts 
of a great communications industry’ should be exempted from S. 1046, if not 
altogether, then certainly as to ushers, cashiers, doormen, and the like. When a 
business is so close to the brink as the theater business is today, nothing should 
be left to dater administrative action, or to chance. We respectfully ask that a 
specific exemption of theaters be written into the bill. 


STATEMENT OF NATIONAL ASSOCIATION OF FROZEN Foop PACKERS WITH RESPECT 
ro CERTAIN Proposats To AMEND FAIR LABOR STANDARDS ACT 


The National Association of Frozen Food Packers is a wholly independent 
nonprofit trade association. Its membership numbers 125 companies that produce 
approximately 75 percent of the total frozen fruit and vegetable production in 
the United States. These member companies operate in the East, the South, the 
Middle West, the Southwest, and the entire Pacific coast, including the North- 
west. More than half of these companies engage solely in freezing operations. 
The balance engage in both canning and freezing. 

This association urges retention of the present overtime provisions of the 
Fair Labor Standards Act. We do not comment upon proposals to increase the 
minimum wage rate nor to broaden the coverage of the act. But we do emphasize 
that the reasons for existing overtime exemptions relating to first processing and 
to seasonal industries (sections 7(b) (3) and 13(b) (4) of the act) are as valid 
and persuasive today as when they were first adopted. 

The original purpose of overtime requirements was to spread work. But cur- 
tailing or eliminating overtime exemptions will not give any more jobs in our 
industry. Overtime work in farming and freezing is essential during certain 
periods of the year. 

Some factual background concerning the operations of the frozen food in- 
dustry will demonstrate clearly why it is essential to this industry that 
present overtime provisions of the act be retained. 

One of the great popular attractions of frozen fruits and vegetables is that, 
to a greater extent than all other processed foods, they come closest to having 
the fresh taste and appearance associated with fresh fruits and vegetables picked 
and immediately eaten, at the peak of maturity. This is not an accidental result. 
It is the result of letting the fruits and vegetables reach the peak of their maturity 
on the tree or plant—and then processing and freezing them, immediately upon 
harvesting. 

The time interval during which this proper maturity lasts is very short. If 
the fruits or vegetables are not harvested and frozen immediately at the peak 
of maturity, the raw fruit or vegetable quickly becomes overmature, and becomes 
an economic loss. Equally unsatisfactory results occur if the fruit or vegetable 
is harvested before the proper maturity is reached. 

We want to give special emphasis to the fact that the time period during which 
the fresh fruits and vegetables in the field reach and hold this peak of maturity 
may be extremely short. Weather conditions, which we cannot control, have 
much to do with is. Green peas in the field may be too immature today, but by 
tomorrow night they may be overmature for freezing. A similar situation 
exists in the case of sweet corn for freezing. Asparagus may overnight grow 


“We have no doubt that moving pictures, like newsp: ipers _ en are included in whe 
ke ess whose freedom is guaranteed by the first amendment.” U. Paramount, 334 U. 
131, 166. See especially Burstyn v. Wilson, 345 U.S. 495, 500, 509 for specific Saiiiee: 


“tt cannot be doubted that motion pictures are a significant medium for the communication 
of ideas.” 
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5 inches. Strawberries ready for freezing today may be soft and overmature 
tomorrow, 

Because of these facts, rush periods are a norial part of our harvesting, 
processing, and freezing operations. During these rush periods, it is necessary 
to operate long hours until the crops have been harvested, processed, and frozen. 

The influence of weather conditions is partly responsible for this situation. 
‘lo the extent possible, we exercise control over the dates when proper maturity 
will be reached—by arranging planting schedules with our farmers, so that, 
theoretically, the crops will mature in orderly fashion, not all at once. But 
weather conditions cannot be controlled, and may hasten or retard maturity 
dates, or rain may even prevent us from getting into the field to harvest at all so 
that in spite of our plans and planting schedules the exact time that the crop 
must be harvested is beyond our control. If bad weather prevents harvesting 
today and stops our plants, hot weather tomorrow may hasten maturity and 
increase the rush in plants. Ideal weather may enormously increase our yields 
over what was expected—and again this means a greater rush. 

Therefore, where a freezer is processing two or more products—and most 
freezers do—the overtime periods may cover many weeks, not necessarily 
consecutive weeks. 

For example, a company freezes peas, lima beans, corn, and strawberries. 
While we try to control the rush by schedules of planting times based on estimated 
dates of maturity, as shown by experience in the different areas, the influx 
of a particular crop for freezing will build up, remain at a peak, and then taper 
off. Fresh fruits and vegetables, such as the ones mentioned, mature at different 
times of the year. Therefore, in harvesting and freezing different fruits and 
vegetables, a freezer will have a series of rush periods, and the total processing 
periods for the different crops may overlap. The entire season, including the 
rise and fall of rush periods, continues for a total of more than 14 weeks 
in a year. 

We do not mean to imply, however, that a freezer is harvesting and freezing 
on a rush basis every day for 6 months or more. As we have tried to show, the 
rush periods will come at different times. 

We want to make one point clear. If we cannot process the raw fruits and 
vegetables in our plants in time, the loss falls mainly on the farmer. All 
responsible freezers attempt to avoid this. 

Rush work at some times is an absolute essential for nearly every single frozen 
fruit and vegetable. We cannot shut down, nor can we call in several different 
shifts of workers. Most freezing plants are located in rural areas of limited 
labor supply. There is not—and has not been for years—any standby labor 
available. Nor do we see any future source of standby labor. 

Unlimited overtime work and careful production planning are essential to 
prevent serious, and perhaps ruinous, losses to farmers by spoilage of fresh 
crops for freezing. We should add that many freezers are engaged not only in 
freezing, but farming operations. 

With this background, you will appreciate why it is essential to packers of 
frozen fruits, berries, juices and vegetables that there be no curtailing of the 
overtime exemptions of the Fair Labor Standards Act applicable to freezing 
establishments. 

Furthermore, it seems evident that elimination of the present first process- 
ing and seasonal industry exemptions would not advance the purposes of the 
Fair Labor Standards Act— 

1. It would not contribute to the spread of employment since additional 
labor is ordinarily not available during the periods when the exemptions 
are applicable. 

2. The farmer would lose because of the difficulty which freezers would 
face in attempting to use all available produce. 

4. The consumer would suffer since prices would increase and quality 
could not be maintained. 

Thank you very much for giving consideration to this statement of the posi- 
tion of the National Association of Frozen Food Packers. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS ON S. 1046 


The National Association of Manufacturers appreciates this opportunity of 
presenting its views on S. 1046, the bill before you amending the Fair Labor 
Standards Act. The proposals before you must, we think, be viewed in the light 
of all forces active in the economy which are tending to stimulate inflation, and 
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the extent to which legislative wage fixing would further stimulate these forces. 
We are convinced that the proposed measures would be an obstacle to economic 
crowth and a stimulus to inflation. As a result all groups in our Nation would 
suffer—consumers, employees, farmers, professional people, pensioners, retailers, 
ete. 

Our association consists of some 20,000 member companies of all types and 
sizes and located in all sections of the country. The bulk of our membership 
consists of small companies: 5 out of every 6 of our members employ fewer 
than 500 persons, and almost half employ fewer than 100. This in our view is 
important since it is apparent that the impact of the proposals before you would 
be felt with special severity by small business concerns. 

The most striking feature of this country’s economic history has been the 
virtually continuous improvement in the real wages of our working people and 
in the standards of living based upon them. We are as eager as anyone to see 
this process continue and if possible accelerate, since the welfare of all economic 
groups is inextricably bound together. 

We do not believe that higher standards of living can be decreed by statute. 
They can be brought about only by the gradual improvement in the productive 
performance of our economy generally. Imposing a higher and extended mini- 
mum wage requirement would be an impediment, not an aid, to attaining that 
goal. It would create new obstacles to the efficient functioning of our economic 
system and to the full use of our productive resources in the form of manpower 
and canital facilities. Among the chief sufferers would be the very persons 
whom this bill is intended to benefit. 

At the present time the economic problem which is causing the most serious 
concern is the danger of inflation. People have not yet, fortunately, become 
fatalistic enough to accept the inevitability of a continuously rising price level 
and they are seeking means of avoiding any such tendency. These prenposed 
amendments to the Fair Labor Standards Act would make efforts to restrain 
inflation more difficult of attainment. 

A review of the legislative history of the Fair Labor Standards Act reveals 
that the original purposes for which that act was passed are being forgotten and 
being replaced by more ambitious, but less sound, objectives. The President's 
original recommendation for such legislation, on January 3. 1938. stated thet, 
“We are seeking, of course, only legislation to end starvation wages and in- 
tolerable hours * * *.” 

In our view the proposed 25 percent increase in the minimum wage cannot 
now be justified in terms of ending “starvation wages.” The level of Consumer 
prices has increased 8 percent—not 25 percent—since the $1 minimum took effect 
in 1956. In fact, with the proposed increase the statutory minimum would have 
been raised by 400 percent over its level in the first vear of the act—a period in 
which consumer prices increased by 108 percent. 

The Fair Labor Standards Act is now being used as a device for raising wages 
generally by legislative fiat rather than as a means of eliminating cases of in- 
tovlerably low wage levels. With the heavy upward pressures on wares from 
other sources, the last thing in the world we need is a governmental edict push- 
ing the wage level up. 

Some 1,756,000 factory workers were receiving less than $1.25 per hour in 
May 1958 (the latest month for which we have such information). Their actual 
wage levels ranged from $1 to $1.24. Thus in some cases wages would have to 
he reised hv ?5 cents to meet the new reavirement and in other eases ther wonld 
have to be increased by only 1 cent. We can calculate that these 1,756,000 
workers would have to receive average increases of 14.4 cents merely to move 
all of them to the new $1.25 standard. 

But it is unrealistic to suppose that individuals whose wage rates had ranged 
from $1 to $1.24 would wind up at a uniform level of $1.25 per hour. Experience 
shows that previous wage differentials between various job classifications have 
to he maintained. Tn the interest of efficiency and emvlovee harmony similar 
inereases will have to be reflected in the job classifications all un the line. 

Realistically viewed, therefore, wage increases of approximately 25 cents per 
hour would gradually spread to those now well above the proposed new minimum. 
Thus we would be faced with a general rise in hourly factory wages amounting 
eventually to some 25 cents. This would be on top of wage increases resulting 
from 11 other causes. At a time when we are desnerately trying to keep wage 
costs in line with productivity gains it is an appalling prospect. At one stroke 
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an increase in wage rates would be imposed by legislative action that is far 
greater in magnitude than the increases currently resulting from collective 
bargaining. 

Sound economic growth requires confidence in the value of the dollar and the 
relative stability of prices. Increases in monetary wages not economically justi- 
fied are inflationary. They result in higher unit costs and prices, which limit 
domestic markets and impair our stability to compete abroad. They imperil 
economic growth and new job creation. Such unemployment as exists at pres- 
ent seems concentrated to a high degree on the unskilled workers, and enforced 
wage increases now will primarily affect the unskilled and intensify their 
problem. 

EXPERIENCE IN 1956 


The raising of minimum wages has a more profound effect on the economy than 
the mere boosting of the monetary value received by those whose wage pay is 
raised by the setting of a higher minimum wage rate. In previous testimony 
before this committee, we have commented on these effects in the light of 
economic principles—reliable factual data being almost nonexistent. How- 
ever, recently published Government statistics bearing directly on the problems 
engendered by increased minimum wages confirms these conclusions. 

The U.S. Department of Labor has completed surveys on the effects of the 
last increase in the minimum wage. An earlier attempt to measure the effect 
on the economy of increasing the minimum wage in 1950 was of little value be- 
cause of the distortions injected by the Korean war. These more recent sur- 
veys were conducted just before and just after the effective date of the increase 
to $1 on March 1, 1956, and again approximately 1 year later. The evidence 
presented in the Labor Department’s report on these surveys is available to 
your committee and we will not dwell unduly upon it. 

The Department of Labor’s statistics show that to offset the increased costs 
resulting from the minimum wage increase, manufacturers were forced to re- 
sort to a variety of devices, with some divergence as between industries. In 
some cases it was possible to raise prices to offset the wage increase, in other 
instances workers were laid off, machinery and equipment expenditures were in- 
ereased to raise productivity, reductions were made in the use of overtime, 
production standards were raised, or methods of operation changed. Where in- 
creased costs could not be completely offset lower profits resulted or businesses 
shut down. 

The effect on costs was greater than just the amount necessary to bring the 
lowest paid up to the $1 minimum. The surveys demonstrated that the rais- 
ing of the minimum put pressure on all the wage rates in the company, indus- 
try, and even throughout areas, particularly in the South, where the structure 
of wage rates were closer to the minimum rate. Naturally, with any sudden 
upward movement of the lower rates, there is an immediate compression of 
the wage structure. 

The surveys also demonstrated that in the year following the increase there 
was a widening of the wage differentials tending toward restoration of the 
previous differentials, usually to a greater degree in the more heavily unionized 
industries. Thus the old pattern of wages over the entire range tends gradually 
to reestablish itself, only at a new and higher level. The upward pressure on 
all wage rates generated by the minimum wage increase raises the total wage 
cost considerably above that necessary to raise only those workers whose 
earnings are below the minimum. 


NUMBER OF WORKERS AFFECTED 


The U.S. Department of Labor has conducted a broad survey of the straight- 
time hourly earnings of factory workers in the United States in May 1958, 
which gives some indication of the magnitude of the effect to be expected from 
raising the minimum as proposed. 

The distribution of workers by wage intervals is contained in BLS Report 
No. 144. From this report it is possible to calculate the number of factory 
workers who earn less than $1.25 per hour and who therefore would be imme- 
diately affected. These data are available for the entire Nation as well as for 
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the four major regions: Northeast, South, North Central, and West. They 
shape up as follows: 


Number of production workers | Number of 
| workers earn- 

ing less than 

Total Earnings less | $1.25 as per- 
than $1.25 | cent of total 


Northeast 3, 994, 000 541, 000 | 
North Central 3, 772, 000 272, 000 | 
South 2, 422, 000 901, 000 | 
West 1, 056, 000 42, 000 


rotal United States 11, 245, 000 | 1, 756, 000 


| 
It is clear that the impact on manufacturing of the proposed increase in the 
minimum wage would be appreciable in all sections of the country. The impact 
would be especially severe in the South where the percentage of the labor force 
immediately involved is greatest. 


FPFFECTS OF EXTENDED COVERAGE 


There are considerably more individuals to be affected by an arbitrary increase 
in wages from $1 to $1.25 per hour than there were 3 years ago when the mini- 
mum wage Was raised to $1 from 75 cents. -A further broadening of the coverage 
under the act would only compound the problem. The wage-push inflation situa- 
tion is serious enough. <A further push by congressional fiat is unnecessary and 
dangerous. 

Consequently there is reason for as much concern over the increased coverage 
feature of S. 1046 as there is over the proposed rise in the minimum wage. Both 
aspects of the bill would be similar in their damaging effect on our prospects for 
economic growth and for the avoidance of inflation. Both would raise costs 
and limit job opportunities. Extension of the Fair Labor Standards Act to local 
trade and service enterprises would create problems in activities where they do 
not now exist. The inflationary effect of such broadened scope would be per- 
eipitous 


, 


THE “PURCHASING POWER” FALLACY 

Proposals for raising the minimum wage are sometimes defended on the ground 
that they increase purchasing power and therefore improve the prosperity of 
the country generally. The idea that we can all become more prosperous by 
paving each other higher wages is a timeworn fallacy. Wages are costs as well 
as income. Nobody’s purchasing power is raised if the cost of what he has to 
buy is increased along with his income. Beyond that, the purchasing power of 
those who live on fixed incomes, on pensions, or on savings is actually. reduced. 
The purchasing power of everybody’s bank account is decreased by a general rise 
in costs. 

If we are really concerned about the adequacy of the Nation’s purchasing 
power to keep our economy at a satisfactory level of activity, the worst thing 
we could do is to raise the level of costs. This doesn't add to the Nation’s money 
supply—no new dollars are created by an increase in the statutory minimum 
wage. It simply puts an added burden on the existing money supply since goods 
have to change hands at a higher price level. The higher cost level tends to price 
goods out of their markets, both at home and abroad, and thus to curtail the rate 
of economic activity. 

The long-term route to genuine economic progress is through improved pro- 
ductivity and through the capital formation that builds up our productive facili- 
ties. For the short term, the way to keep our existing facilities and manpower 
at a high level of empleyment is to keep costs at a level that the market will 
bear. An increase in the minimum wage is an impediment, rather than an aid, to 
the attainment of both the long-term and short-term objectives. 


WALSH-HEALEY SHOULD RE REPEALED 


While this hearing has been called to receive testimony with respect to increas- 
ing the minimum wage and extending the coverage of the Fair Labor Standards 
Act of 19238, we call your attention to another statute, the Walsh-Healey Public 


Cont 
Act 
man 


fined 
prac 
Fair 
mun 
tend: 
its G 
true 
ernn 
Gov t 

TI 
ploy) 
Wal: 
place 
purp 

Wi 
the | 
fixin: 


Th 
mem 
“Asso 
cann 
duct 
Th 
wish 
from 
tions 
Co 
in 1 
recog 
conti 
visio 
tinue 
Cong 
the ; 
Thes 
Sa 
ment 
ploye 
or se 
Se 
hour: 
fonn¢ 
to in 
Sex 
empl 
form: 

Th 
1988 
tions 
to su 
Work 
labor 

Cor 
the 4 
Act o 
Work 
by th 
in ex 





|S- 
(is 
ic 


TO AMEND THE FAIR LABOR STANDARDS ACT 1149 


Contracts Act of 1936. The subsequent enactment of the Fair Labor Standards 
Act without repeal of the less comprehensive Walsh-Healey Act subjects many 
manfacturers to overlapping and duplicating requirements with resulting con- 
fusion and additional expense. 

The term “prevailing minimum wage” as used in the Walsh-Healey Act is de- 
fined only vaguely. However, it is clear that the prevailing minimums set in 
practice are invariably substantially above the statutory minimum set by the 
Fair Labor Standards Act. It is also clear that the effects of these higher mini- 
munis go far beyond the work on Government contracts to which they are in- 
tended to apply. Obviously a company cannot maintain one scale of wages on 
its Government work and another on its private commercial orders. It is equally 
true that companies in the same community, who are not involved at all in Gov- 
ernment work, will have to adjust their pay scales to match the companies with 
Government business. 

The two statutes differ in their coverage, in overtime requirements, in em- 
ployment of child labor, in wage rates, and in recordkeeping requirements. 
Walsh-Healey acts to increase costs to Government and is an obstacle to the 
placement of Government contracts with small business. It has outlived the 
purposes for which it was enacted. 

We urge therefore that the Walsh-Healey Act be repealed and, further, that 
the prospects for economic growth not be impaired by additional legislative wage 
fixing. 


STATEMENT OF THE NATIONAL CANNERS ASSOCIATION 


The National Canners Association is a nonprofit trade association, with 650 
members canning in 48 of the 50 States and the Territories. Members of the 
association, including both independent canning companies and cooperative 
canning @nterprises, pack approximately 75 percent of the entire national pro- 
duction of canned fruits, vegetables, specialties, and fish. 

This association, on behalf of its members and the entire canning industry, 
wishes to express its opposition to those provisions of S. 1046 that eliminate 
from the Fair Labor Standards Act of 1938 the basic overtime canning exemp- 
tions contained in sections 7(b) (8), 7(c), and 13(b) (4). 

Congress at the time of the enactment of the Fair Labor Standards Act 
in 1938, and every Congress since then that has been faced with the issue, 
recognized the dependence of the canning industry upon natural factors, un- 
controllable by man, that make wholly inequitable the penalty overtime pro- 
Visions of the Act, and justify the canning exemptions. In spite of this con- 
tinued acknowledgment of the unique conditions in the canning industry by 
Congress, and by the Department of Labor, it is now proposed to eliminate from 
the act three overtime exemptions of vital significance to the canning industry. 
These exemptions are contained in: 

Section 7(¢), which provides a 14-week exemption from the overtime require- 
ments of the act for employees in any place of employment where “an em- 
ployer is engaged in the first processing of, or in canning or packing, perishable 
or Sessonal fresh fruits and vegetables.” 

Seétion T(b) (3), which prevides a 1l4-week overtime exemption up to 12 
hours a day, or up to 56 hours a week, for employees employed “in an industry 
fonnd by the Administrator to be of a seasonal nature,” which has been found 
to include the “canning of perishable or seasonal fresh fruits and vegetables.” 

Section 12(b) (4), which provides a complete overtime exemption for “any 

employee employed in the canning of any kind of fish, shellfish or other aquatic 
forms of animal or vegetable life, or any other byproduct thereof.” 
The conditions that called for the inclusion of the canning exemptions in 
1988, and that prompted repeated congressional refusal to remove the exemp- 
tions from the act, continue to be applicable today. No showing has been made 
to support the application of penalty overtime to an industry that cannot control 
Working hours during the packing season, and that must rely upon whatever 
labor is available in areas typically short of manpower at that time. 

Congressional debates, hearings, and reports make it unequivocally clear that 
the 40-hour maximum workweek was written into the Fair Labor Standards 
Act of 1988 in order to spread employment and to establish a year-round regular 
workweek for as many employees as possible. These ends were to be effected 
by the imposition of penalty overtime upon employers who employed workers 
in excess of the statutory limit. This theory of spreading work by requiring 
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the payment of penalty overtime necessarily was founded on the assumption 
that two basic conditions existed : 
(1) Employers can control working hours and spread production evenly 
over all the weeks of the year ; 
(2) Labor capable of doing the work is in plentiful supply, and is available 
ona year-round basis. 

These two conditions, fundamental to the application of penalty overtime, 
plainly do not exist throughout the canning industry. 

It goes without saying that canning operations can be carried on only when 
the raw product is available. Despite every effort that has been made by canners 
to mechanize their operations, no way has yet been found to account for and 
control the natural conditions that determine when fruits, vegetables, and fish 
will be available for processing. 

For most products, the canning season is of relatively short duration, and 
the production for an entire year must be packed in a few weeks or a few months. 
The charts in appendix A of this statement indicate the approximate 1958 
packing seasons and cases packed for seven commodities in various States 
throughout the country. These charts make it clear that even the canner who 
is fortunate enough to have access to several products can engage in seasonal 
operations for only a fraction of the calendar year. The length of the season 
for any one product, and the total harvest or catch, may vary from year to year, 
depending upon the amount of sunshine and rain, the temperature, the tides, 
the effect of insect pests, and other natural factors not yet completely under- 
stood by man. 

It is not only the brief, and sometimes unpredictable, length of the canning 
season, however, that complicates packing operations. Within the season, the 
raw product does not become available on a regular or controllable basis. Here 
again natural factors alone will determine on what day, and at what hour the 
raw product should be packed. 

If quality is to be maintained, and waste avoided, fruits and vegetables must 
be harvested at the precise time when nature, with some help from man, has 
produced an ideal product for canning. Once harvested, the product must be 
rushed to the canning lines, and packed as quickly as possible. Delay may cause 
serious deterioration, and perhaps lead to loss of the entire crop. 

Similarly, fish ean be taken from the sea only in season, when conservation laws 
permit, and when the fish happen to be running. Canners must pack the product 
as and when it is brought to the plant, with a minimum of delay. 

Canners have engaged in extensive research in order to predict more accurately, 
and even to control the date when the raw product is ripe for canning, but 
despite every effort in this regard the uncertainty of nature ultimately frustrates 
these endeavors. On some days canning operations can be carried on for 8 or 
10 hours, but more often the plant must operate around the clock in order to 
handle all of the available raw product, if the product is to be packed without 
waste or loss of quality. 

Along with this need for operating at peak production for many of the weeks 
in the canning season, most canners are faced with the problem of obtaining 
sufficient labor. Canning plants are typically located in rural areas, close to 
the raw product, where surplus labor is seldom available. Many cannery sea- 
sonal employees are women who earn no other wages during the year, but who 
work in the canning plants during the season to provide a necessary supplement 
to family income. Others are transients who move from region to region in order 
to take advantage of staggered canning seasons. 

The tables in appendix C to this statement indicate the extent to which eanners 
must rely on seasonal labor, whether it be obtained locally or from other areas. 
Table 1, based on Department of Labor figures, gives the estimated employment 
of seasonal workers in food processing in 1957, by areas. Table 2 shows the 
overall cmployment figures for the canning industry by months. A clear indica- 
tion of the seasonality of canning plant labor in two States is found in tables 
3, 4, and 5, which are taken from reports prepared by the Minnesota State Em- 
ployment Service and the Indiana Employment Security Division. 

Thus, the canner’s problem is to take advantage of all possible local labor, 
and to obtain whatever other help he can. Another complicating factor is that 
the overtime is necessarily irregular and unpredictable, making the operations of 
regular second and third shifts difficult and undependable. 

It can be seen, then, that the two conditions basic to the theory that penalty 
overtime will spread employment do not exist in the canning industry: canners 
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can neither control working hours nor distribute production throughout the year, 
and surplus labor is not available in the canning season. 

On the contrary, the removal of the canning exemptions and the application 
of penalty overtime to the canning industry would have only harmful effects on 
every interested group, including employees. 

The income of many rural families is augmented during the brief canning 
season. Husbands, wives, and children, to the extent permitted by law, find 
employment in local canneries, and all rely upon the availability of extensive 
hours of work to earn a substantial supplemental income for the rest of the year. 
With the removal of the exemptions, the slender profit margin in the canning 
industry would make it impossible for many canners to pay time and a half for 
overtime beyond 40 hours. They would have to cut total operating hours, and 
therefore production, or look to other areas for migratory labor. 

Many ecanners, faced with the alternatives of paying time and a half for over- 
time or importing labor, might well decide that profitable operations could no 
longer be carried on. Any additional cost burdens would almost certainly 
increase the growing number of canners who find it necessary to close down 
their plants. The discouraging trend toward the elimination of smaller canners 
is indicated in appendix B; the imposition of penalty overtime would add impetus 
to that trend. 

There can be little doubt that the effects of requiring canners to pay penalty 
overtime would be to decrease the total income of the citizens in canning areas, 
to encourage the importation of migratory labor, and in some instances to remove 
entirely a vital source of employment. 

The elimination of the canning exemptions would likewise seriously injure 
those who supply the raw product—growers and fishermen—and their employees. 
Canners finding it necessary to reduce operating hours would, of course, eut down 
on purchases of the raw product, thereby removing a significant portion of the 
suppliers’ available market. 

At the present time most vegetable contracts and many fish contracts are 
entered into before the season starts, and provide that the canner will purchase, 
at an established contract price, the entire crop from a certain acreage or a 
boat’s entire catch. The risk is thereby transferred from the supplier to the 
canner, who is in the best position to appraise the current market for canned 
foods. The canner is willing to contract ahead of time for an uncertain volume 
to be delivered at an unspecified date because he is confident that even the most 
pressing rush of raw product can be handled when necessary by around-the-clock 
operations. If it becomes economically impossible to work overtime hours, 
because penalty overtime must be paid, or if the canner must rely on the future 
availability of migratory labor, it can be expected that fewer contracts will be 
made, and it is entirely possible that canners would be reluctant to continue to 
bear the entire risk of marketing the processed commodity. 

A third group who would be hurt by the removal of the canning exemptions 
would be consumers. It is, of course, acknowledged that every extension of 
wage-and-hour requirements proportionately increases the cost of goods to con- 
sumers. This increase is accepted by the proponents of extension as the neces- 
sary consequence of such legislation. But if that extension cannot in fact aeccom- 
plish the desired effects, then there can be no justification for legislation that 
contributes to inflation. 

It has already been suggested that canners may find it economically impossible 
to pay penalty overtime. If the raw product cannot be handled as it comes to 
the canning plant, much of it will be wasted and delay in packing can only re- 
duce the quality of the canned product. This waste and reduction in quality, 
combined with almost certain higher prices necessitated by decreased production 
or by payment of penalty overtime, would mean that the consumer would re- 
ceive an inferior product at an inflated price. 

Finally, the effect of applying penalty overtime to the canning industry would 
be to foster the very type of discrimination that the Fair Labor Standards Act 
was designed to eliminate. The canning industry is composed of a large number 
of competing producers scattered over the entire country. Because natural and 
Seasonal factors will vary from region to region, and even county to county, 
some canneries necessarily work Many more hours per day than others in any 
given season. If canners were obligated to pay penalty overtime, their costs 
would vary with these natural factors, and economic discrimination would result. 

These compelling reasons for the existence of the canning exemptions have 
been recognized since the enactment of the Fair Labor Standards Act in 19388. 
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The most convincing proof of this is that even the outspoken proponents of wage 
and hour legislation have acknowledged that the unusual conditions in the can- 
ning industry justify exemption from penalty overtime. In 1937, President 
Green of the A.F. of L. remarked that— 

“In cases such as the canning industry and the fishing industry * ** some 
special arrangements are necessary im order to meet the urgent needs of the 
peak and seasonal demands.” Joint hearings before the Senate Comumit- 
tee on Education and Labor and House Committee on Labor, 75th Congress, 
Ist session, pages 234-385. 

Senator Black, who was chairman of the Senate «committee that held hearings 
on the proposal, and who sponsored the bill on the: floor, said during debate in 
1937 : 

“IT may say to the Senator that I stated on the floor in the beginning that, in 
my judgment, it would be improper for industries purely of a seasonal nature, 
such as those that can perishable fruits or vegetables, to be brought under the law 
by the board. * * * These are purely seasonal industries that require work to be 
speeded up during the brief period of operation.” 99 Congressional Record 7810 
(1937). 

In 1945 Congress began to give serious consideration to amending the Fair 
Labor Standards Act, in part by removing or modifying the exemptions. Mr. 
Metealf Walling, the then Administrator of the Wage and Hour Division, testified 
before the Senate committee in 1945 that— 

* * the need for overtime work is apparent. The industries subject 
to severe pressure of seasonal activity in the moving or processing of a 
crop fall into this category. In the canning of perishable fresh fruits and 
vegetables, for example, the entire available labor supply in the areas in 
which the establishments are located is frequently utilized during seasonal 
operations. At such times, employees often must work considerably more 
than 40 hours in order to prevent the spoilage of food. If the purpose of 
section 7 is to spread employment through penalized overtime work, | 
wonder whether it would be appropriate to apply the penalty under such 
circumstances.” Hearings before subcommittee, Senate Committee on Edu- 
cation and Labor on 8S. 1349, 79th Congress, Ist session, page 241. 

A House report in the following year proposed no changes in the seasonal 
exemptions, but a minority of the committee favored some modification : 

“We also believe that the present confusing, complex, and frequently over- 
lapping overtime exemptions applicable to agricultural processing employees 
should be revised and rationalized to meet the objectives for which they were 
intended: to permit industries handling perishable and highly seasonal com- 
modities to meet their peak needs without substantial penalties for overtime 
work.” (Italics added.) House Report 2300, 79th Congress, 2d session, page 
12 (1946). 

Hearings again were held in 1948, and Administrator McComb testified. that— 

“* * * all the industries which process and handle agricultural an¢d fish 
products have a basic similarity. Their primary problem under the act 
concerns the overtime provision, since they are affected by seasonal peaks 
of activity which, to a considerable degree, are not controllable since they 
depend upon the uncertainties of weather and other natural phenomena. 
Moreover, these industries are frequently located in small towns in rural 
areas where additional labor is not readily available.” Hearings before 
subcommittee, Senate Committee on Labor and Public Welfare, on S. 49, 
S. 154, etc., SOth Congress, 2d session, 1948, page 40. 

Finally, the bill recently introduced by Senator Prouty on behalf of the admin- 
istration, S. 1967, proposes no change in the canning overtime exemptions as 
they are now contained in the act. 

In the light of the considerations outlined in this statement, recognized by 
Congress since 1938 and acknowledged by the proponents of the wage and hour 
law, the National Canners Association respectfully urges that Congress once 
again reject all proposals to eliminate or curtail the canning exemptions con- 
tained in sections 7(c), 7(b) (3), and 123(b)(4) of the Fair Labor Standards 
Act of 1938. 
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sateen 1958 Production 
Approximate Packing Dates and Cases Packed by States 


Snap Beans (000 cases, equivalent 24/303 


States May Jun Jul Aug Sep Oct Nov 


Total Pack. . . « «32,235 





N. Ye & Me, 4,819 —______>> 

Md. & Dela, é2,713—> 

Pa. —— 1, 162—__—> 

Mich, ———1 , 191— 

Wisc, <————_3,, 456 —______ 

Calif. «—2 ,063 —_____» 

Wash, & Ore, <— 8,757 

Ozarks < 2,259 

Tenn, Ce —————— 04 1,501 ———> 

Texas # 1,311 ———@“ _———? 


R. S. P. Cherries (o00 actual cases) 


Total Pack. . . « « 2,746 


N. Y¥. & Pa. e— 399 ——_> 
Mich. ——1,755 
Wisc. ———_— 276 —— 
Wash. & Ore. — 111—— 


Canned Corn (000 cases, equivalent 24/303 


Total Pack. . . . .93,019 


N. Y. ——1,32hb 
Md, ——2 , 212 

Ill. —— 5,532-—5 
Wisc, —7,201— 
Minn, <—7,186> 
Iowa & Neb, —1,035 -—> 
Western 

States «—5,015 —> 


Canned Peas (ooo cases, equivalent 24/303 


Total Pack. . +» . .36,035 


N.Y. & Me, — 1,067 > 
Md, —— 970 —_— 

Ill. —4,235 5 

Wisc, ——14,617— 
Minn, e— 4,721 
Ida. & Utah —_1i , 330-__—_+ 
Wash, & Ore. ——— 6,150-—4 


#* Also pacKs in February and March 





TO AMEND THE FAIR LABOR STANDARDS ACT 


Appendix A (Continued) 


1958 Production 


Approximate Packing Dates and Cases Packed by States 


Canned Tomatoes (o00 cases, equivalent 24/303) 


States Mar Apr__ May Jun Jul Aug Sep Oct Nov 
Total Pack. .. . 237,152 


Md. & Dela. 
Va. & W. Va. 
Ohio 

Ind. 

Fla. # 

Tex. # 


Calif. —— 18, 387 —______5 


Canned Salmon (000 standard cases) 
Total Pack. . .. .8,707 


Alaska ————__——— 9,968 —____—__«4 


Ore. (ee —118_> ees eee 
Wash. ———- 61a 


Canned Sardines (ooo standard cases 


Total Pack. . .. .4,366 


Calif ins 100 781 826 387 
Me. —<$<— $$ _—___—__—_—._ 2, 100 —___—+5 


# Also packs in January and February 
## Also packs in December and January 
#2u# Packs 172 cases in December 
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Appendix B CHANGE IN NUMBER FROM 1950 TO 1957 


COMMODITY NO. CANNERS 


CANNED 1950 _1957 PERCENT CHANGE 
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FRUIT AND VEGETABLE CANNERS 
CHANGE IN MEDIAN SIZE OF PACK FROM 1950 TO 1957 





MEDIAN SIZE 
COMMODITY OF PACK CHANGE IN SIZE FROM 1950 
CANNED 1950 1957 

( Thous. Cases) 
ASPARAGUS 14 32 


({Excidg. Calif.) 










APPLESAUCE 64 





CORN, SWEET 


BEANS, GREEN 
AND WAX 


BEANS, LIMA 





PEAS 58 











TOMATOES 
(Excidg. Colif.) 


CHERRIES, SOUR] 23 


16 


APPENDIX C 





TABLE 1.—Estimated employment of seasonal workers in food processing, by areas 








Year and month U.S. total | Eastern North South West 



















seaboard central central 
sonll ee 
| | | 
SEED TINE. ancinsnaceesiteimliedineres | 29,300 | = 20, 500 1, 000 7, 000 | 800 
PE O-O0, WA sscn ci cccccecsetessesf |S] 29, 100 3, 400 20, 100 
9D 9, Bare ccnanneqeserenqenh’ “cetia 133,700 | 42, 800 50, 100 | 6, 300 | 34, 500 






Oe FPN Pea acvs ncoedacciwasencowsacuees 98, 000 40, 300 20, 100 | 9, 200 28, 400 
| | 






Note.—Seasonal hired workers are defined as those who are hired or assigned to work on any one farm: or 
establishment for fewer than 150 calendar days. 


Source.—Department of Labor, Bureau of Employment Service. 
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Tarie 2.—Number of production workers—Canning and preserving industry 


{In thousands] 
1953 1954 1955 1956 1957 


Annual average 203 ve 199 212 | 186 
January 132 3: 135 141 | 134 | 
February | 129 2: 125 140 | 129 | 
March 132 < 128 140 127 
Apri i144 { 142 147 | 135 
May | 157 ¢ 151 159 136 | 
June 179 | : 185 188 | 164 
Tuly 264 | ; 235 238 | 228 | 
August 343 ’ 331 353 301 | 
September : 372 : 330 390 323 
October 253 ‘ 264 2R8 236 | 
November ; 184 204 196 | 167 
December 149 161 161 149 |... 


TABLE 3.—Peas (first processing), Minnesota, 1958 


| 
| Total | | 
Month workers | Local Out of Out of 
| and date used | | 
(by date) 


area State 


Tune 20 | ont 
| June 27 2, 606 | 
July } 

July 

July 

July 

Aug. 

Aug. 


Texas 


Rather abnormal weather during the pack caused work to be somewhat inter- 
mittent which, of course, affected the workers’ earnings during such period. The 
overall pack, however, turned out well as to quality and quantity. Weather 
conditions required the processing plants to operate round-the-clock during 
peak 

TABLE 4.—Sweet corn (first processing), Minnesota, 1958 


Total 
Activity Month workers Local Out of Out of 
and date used area | State 
(by date) | 


, 393 
, 678 
, 439 
558 
,121 
, O77 


, 665 


Aug. 15 | 
Aug. 22 
Aug. 29 
Sept. 5 
Sept. 12 
Sept. 


Sept. 
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Vumber of workers in Indiana seasonal agricultural and food processing 
activities, May through October 1958 


Worker Agricultural Food processing 











Total Out-of-area Total Out-of-area Total Out-of-area 


















May 15 2, 019 1, 226 2,019 1, 226 | 0} 0 
May 31 2, 652 | 1,469 | 2, 652 1, 469 | 0 | 0 
June 15 4, 936 2, 571 4,396 2, 536 40 35 
June 30 J _ 4,411 2, 686 | 3, 836 2, 651 575 35 
July 15 4, 859 2,691 | 4, 859 2,691 | 0 | 0 
July 31 7, 572 3, 903 | 7, 572 | 3, 903 0 | 0 
Aug. 15 : | 8, 202 4, 361 | 6, 374 4, 258 1, 828 | 103 
Aug. 31 L 19, 933 7, 805 | 9, 227 7, 026 10, 706 779 
Sept. 15 21, 117 8, 627 9, 600 7, 693 11, 517 | 934 
Sept. 30__- 5 19, 113 7, 660 | 8, 557 6 10, 556 900 
Oct. 15 6, 676 | 2, 623 | 3, 249 2,335 3,427 | 288 

1, 088 4835 200 | 25 


TK, Gn anasis . anaukwcdlan 1, 288 513 | 






STATEMENT OF THE NATIONAL LICENSED BEVERAGE ASSOCIATION 


Mr. Chairman and members of the committee, this statement is presented on 
behalf of the membership of the National Licensed Beverage Association in op- 
position to S. 1046. The members of our association are proprietors of taverns, 
restaurants, bar-cafes, and small, independently owned hotels in 28 States and 
the District of Columbia. 

The present retail and service exemption in the Fair Labor Standards Act is 
important to this industry of on-premise food and beverage retailers because of 
some wnique characteristics of this type of business. In the first place, the 
retail establishments which we operate are essentially local in character, and 
we, therefore, fear the effect of any nationwide regulation, or yardstick, whether 
it is applied to all or to only a few of the larger operations. We are the most 
regulated retail industry in the country today. In our work of preparing food 
and beverages for consumption on the premises, State and local authorities 
license the very existence of our establishments; State and local health agen- 
cies prescribe rules and inspect our premises to maintain proper health stand- 
ards; and a great many of the States provide rules and regulations covering 
hours of work and minimum wages for at least a part of our employees. 

Even though we may be the most regulated industry, the regulations under 
which we operate apply indiscriminately to all, regardless of size. We do not 
have one set of regulations for the large establishments and another for the 
smaller ones. The present test for the application of the regulations under 
which we operate is the type of business rather than the size. We are, there- 
fore, apprehensive of legislation which, on the theory that our business affects 
conimeree, Would subject our operations to Federal regulation, even though a 
further exemption for the very simali establishments might be included. 

We believe Federal regulation of wages and hours in our industry would be 
disruptive in its application by reason of the existing variation in wage levels 
from State to State and from locality to locality within.a State. The variations 
do not, however, indicate substandard wages in any area, because there is very 
little variation in the relationship between these several rates and the cost of 
living levels in the communities where the rates prevail. This illustrates, we 
believe, the advantage of systems of local control in the wage and hour field for 
our industry. Where there is need for regulation, the States have acted, or will 
act, to accomplish regulation locally. 

Dealing with eating and drinking establishments on a uniform basis through- 
out the country is further complicated by the fact that we do not entirely com- 
pensate our employees with wages. All of our employees by their contract of 
employment are entitled to at least oné'meal a day and very often two. Many 
of them are furnished uniforms and laundry, and the service employees obtain 
gratuities and tips in the regular course of their employment. In the resort 
areas employees are very often furnished with lodging also. This system, which 
has grown up over the years, has adapted itself to regulation provided by State 
minimum wage laws, and the State regulatory boards have taken these facts 
into consideration in establishing wage rates. 
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The fact that our business has peak periods at regular meal times and in 
some cases during evening entertainment periods means that the problem of 
split shifts has some effect upon wage rates. Generally, where a split shift 
is worked there is a daily minimum wage as well as an hourly minimum. 

It appears from statements made by proponents of this legislation that the 
purpose is to apply the Federal law to only the larger units in the retail and 
service industries. We cannot help but wonder if the committee realizes that 
so far as our industry is concerned the language of this bill will apply the law 
to establishments having as few as seven or eight employees. This is true be 
cause of the classification based upon a yardstick of gross revenues from the 
establishments. Any dollar yardstick of this nature would result in inequity 
of application due to the high-rated commodity we sell. In 15 States it is possi- 
ble for a restaurant or tavern operator to make sales of beverages b ythe package 
for consumption off the premises. In those States, many retailers have, in con- 
nection with their on-premise food and beverage business, a so-called package 
store operation. The commodity they sell has a sales price that is over one-half 
tax. A survey made by Licensed Beverage Industries, Inc., of retail price and 
excise taxes in the 29 license States indicates that on the average 56 percent of 
the retail sales price of distilled spirits is Federal, State, and local tax. This 
means that applying a coverage yardstick of $500,000 total annual volume of 
sales to on-premise food and beverage retailers who also make package sales, 
would in fact include those with a real volume of sales of only about half that 
amount. The same would be true of any other retailers whose sales prices 
contained a high proportion of tax. 

In the case of restaurants, taverns, and hotels that do some buying direct from 
outside the State, the $50,000 classification in the bill would include some es- 
tablishments doing substantially less gross business than that in actual goods 
sold, since a high proportion of the actual sales price is tax—Federal and State. 

The application of this particular classification would be fairly common 
throughout the country. It is a common practice for certain food items to be 
purchased direct from outside the State. A few examples will illustrate this 
point. A restaurant in Albuquerque, N. Mex., buys its meat direct out of Denver. 
Another in Hobbs, N. Mex., buys a quality-type steak direct out of Kansas City. 
Specialty seafood houses in the interior of the country buy fish and shell fish 
direct from coast areas. A restaurant in Camden, N.J., buys meat and bakery 
goods out of Philadelphia. Many taverns in Illinois buy their dairy products 
and eggs direct from across the line in Wisconsin. 

These are small establishments having not more than six or seven, or at the 
outside eight employees. They will have a gross sales of around $1,000 per 
week, and in many cases a large part of this gross is the excise tax they are 
collecting for State and Federal Governments. The application of the Federal! 
law to these small business enterprises is a far ery from its application to multi- 
State chains or establishments having a gross of at least a million dollars. It 
appears to us that S. 1046 goes far beyond what was the original intention of the 
proponents of this legislation. 

Finally, we submit that the wages in our industry are not substandard but 
have kent pace with the cost of living in the communities where the wages are 
paid. From a survey made in Pennsylvania and spot checked throughout the 
country for accuracy, we are informed thet the wages, salaries, and payroll 
taxes paid by our industry rose 56 percent in the 8-year period following 1948. 
This means to us that our wage rates have kept pace with the increasing cost of 
living. In our business, success or failure depends upon the individual ability 
of the proprietor to prepare and serve food and beverages in a manner that will 
attract patronage. To furnish the best possible service in the most congenial 
surroundings, he must have a superior tvnpe of employee. To get those emplovees 
he must depend upon the local labor market and pay the wages and perquisites 
paid by other users of labor in that market. The application of the law to the 
larger operations in an area and to the smaller operations where purchases 
are made in interstate commerce will, therefore, have an effect upon all users 
of labor in our industry. 

We submit, therefore, that the on-premise food and beverage retail industry 
needs a continuance of the present exemption; that the proposals contained in 
S. 1046 would be indefinite and difficult for the businessman to apply; and fur- 
ther, our increasing labor costs over the past several years show a responsive- 
ness to increasing living costs and that no Federal regulation is necessary. 
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STATEMENT OF THE NATIONAL INSTITUTE OF DRYCLEANING, WASHINGTON, D.C. 


The National Institute of Drycleaning is the trade association for approxi- 
mately 8,000 drycleaners located in all parts of the United States. Our head- 
quarters are in Silver Spring, Md. We appreciate this opportunity to submit 
to the committee our views in opposition to the bills, S. 1046 and 8S. 1967, which 
would substantially curtail the existing partial exemption for the drycleaning 
industry from the Fair Labor Standards Act. 

Section 13(a) (3) presently exempts from the Act’s minimum wage and maxi- 
mum hours provisions drycleaning establishments 50 percent or more of whose 
annual dollar volume is from intrastate sales and whose sales to mining, manu- 
facturing, transportation or communications businesses do not exceed 25 percent 
of their annual gross dollar volume. 

S. 1046 would repeal section 13(a) (3) and add to section 3 of the act a series 
of intricate and interrelated definitions concerning the retail and service trades 
generally. On their surface, these definitions appear to preserve, in part at 
least, the existing drycleaning exemption. In fact, as we will show, they are 
tantamount to complete repeal of the exemption except as it applies to the so- 
called mom and pop shop. 

S. 1967 is not so drastic in its proposed treatment of our industry. It is, 
however, discriminatory as to some of our members and is, moreover, wrong in 
principle. We are, therefore, opposed to it equally with S. 1046. 


HISTORY AND ECONOMIC BASIS OF THE DRYCLEANING EXEMPTION FROM THE FAIR 
LABOR STANDARDS ACT 


When the Fair Labor Standards Act was enacted in 1938 it contained a blanket 
exemption for “service” establishments the greater part of whose activities were 
in intrastate commerce. ‘The reason for the exemption was stated by then Sen- 
ator—now Mr. Justice Black—to be: 

“Businesses of a purely local type which serve a particular community, and 
which do not send their products into the streams of interstate commerce, can 
be better regulated by the laws of the communities and of the States in which 
the business units operate.” (95 Congressional Record, p. 12,492.) 

For several years after the original act became law the Wage-Hour Division 
vaciliated in its treatment of laundries and drycleaners—at times giving rea- 
sonable scope to the service exemption as applied to our industry and at other 
times taking a more restrictive view. 

Ultimately, however, in 1946 the Administrator took the position that exempt 
services in the laundry and drycleaning industries were limited to “services 
to private individuals for personal or family use.’ The effect was, of course; 
to deny exemption, not only to our industry’s industrial sales, but to commercial 
sales of all kinds. 

When these facts were brought to the attention of the Congress in 1949 they 
resulted in the adoption of the present section 13(a) (3) with its partial exemp- 
tion for drycleaners. That section has, we believe, worked successfully. It has 
not exempted all drycleaning establishments—nor was it expected to. Those 
drycleaners whose activities are in the stream of interstate commerce have 
found themselves subject to the act. The truly local and intrastate establish- 
meut, on the other hand, has been exempt. 

In short, section 13(a)(3) has done no more than restore the drycleaning 
industry to the position with respect to the FLSA which, as Senator Black’s 
statements show, Congress intended it should occupy when it passed that law. 

Thus, our present partial exemption from the FLSA represents the consistent 
judgment of the Congress over a period of more than 20 years as to the fairest 
and best method of treating our industry under the act. We submit that a 
heavy burden of proof rests upon those who would substitute a radically new 
treatment at this late date. 


SPECIFIC OBJECTIONS TO 8S. 1046 


As applied to our industry S. 1046 is objectionable in two principal respects. 
First, it is deceptive. While appearing to preserve the industry’s present semi- 
exempt status, it, in fact, eliminates the exemption—except for the “Mom and 
Pop Shop.” Second, it is unclear and ambiguous. The individual drycleaner 
will be unable to determine whether he is covered by the FLSA—if 3S. i(46 is 
passed—or not. 

Hither objection should, we submit, be sufficient to defeat the bill. 
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(a) The bill would repeal the laundry and drycleaning exemption 


We have said that the definitions which the bill would add to section 3 of 
the act are intricate, deceptive and interrelated. 

We start with the proposed amendment to section 3(j) which presently 
defines the term “produced” to include “any closely related process or occupa- 
tion directly essential to the the production” of goods. The terms “closely 
related” and “directly essential” were adopted as part of the 1949 amendments 
to the act. Prior to 1949 the act defined “produced” to include “any process or 
occupatien necessary to the production of goods,” and it was the Wage-Hour 
Division's construction of the term “necessary” which caused much of the diffi- 
eulty encountered by our industry under the original act and which was pre- 
sumably laid to rest by the 1949 amendments. 

Reenactment of the necessary language would inevitably be regarded as a 
congressional endorsement of the construction given to that language by the 
Division and, hence, as a legislative mandate to return to the Division’s pre- 
1949 treatment of service industries generally. The effect upon the drycleaning 
industry would be twofold. First, the existing exemption for certain types of 
commercial sares would be lost—in view of the position taken by the Wage- 
Hour Administrator in 1946. Second, we would be cast adrift upon the same 
ehartless sea of doubt and confusion with respect to coverage from which 
Congress found it necessary to rescue us in 1949. 

Moreover, S. 1046 superimposed new problems upon those which existed 
prior to t949. The bill would amend present section 3 of the act to establish 
a series of exemption tests for drycleaners and services and retail businesses 
generally. 

Specific provision is made for drycleaning by the proposed addition of 
subsection (t)(3) to section 3 of the act. That new subsection would deny 
exemption to any drycleaner engaged in an activity affecting commerce, in an 
enterprise, whose annual gross sales were $250,000 or more, or, if the sales 
of the enterprise to mining, manufacturing, transportation, commercial or com- 
munications businesses constituted 15 percent or more of its gross sales. 

Thus, all drycleaners grossing more than $250,000 annually—from dryeclean- 
ing and related business activities *—would automatically lose their exempt 
status. So also would the drycleaner grossing less than that if 15 percent of 
his gross was derived from sales to the local hotel or motel or restaurant. 

In addition, proposed subsection (t) to section 3 contains a subparagraph 
(7) which would deny exemption to any enterprise where one employee is 
engaged in commerce or the production of goods for commerce if the enterprise 
grosses’$50,000 or more. Since most drycleaners do have, at least, one employee 
who could be regarded as being engaged in the production of goods for commerce 
(as that term would be redefined by the amendment to section 3(j))}—the 
$50,000 gross volume test would, as a practical matter, supersede for drycleaners 
the $250,000 test of coverage written into subsection (t) (8) specifically for 
drycleaners. 

Finally, the bill's definition of the new term activity affecting commerce to 
include businesses competing with businesses engaged in commerce and busi- 
nesses in which the payment of subminimum wages would tend to burden or 
opstruct comerce, is so broad that under it coverage of the act would be in 
~eality committed to the discretion of the Wage-Hour Division. Except for 
those few estabilshments which could qualify under the bill's extremely restric- 
cive Mom and Pop shop exemption no drycleaner could be assured of exempt 
status if S. 1046 were enacted. 

Thus, while paying lip service to the economic facts which underlie the dry- 
cleaning exemption, the bill would, in fact, virtually repeal that exemption. 
(b) The bill is vague and ambiguous 

Secretary Mitchell has summarized the reasons why it is essential that the 
FLSA be absolutely clear, particularly in those of its provisions that relate to 
coverage. On May 9, 1955, he wrote Senator Hill concerning certain then pending 
proposals to amend the act, as follows: 

“Tt has heen stated in testimony before the subcommittee that the concept of 
coverage proposed in S. 662 and S. 770 for the Fair Labor Standards Act is 
similar to that adopted in the Labor-Management Relations Act. However, it 
is importent to keep in mind that the resolution of coverage questions under 


1 Proposed subsec. (r) to sec, 3. 
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the statutory definitions presents entirely different problems under the two 
acts. Under the National Labor Relations Act as amended by the Labor- 
Management Relations Act, these statutory definitions govern the proceedings 
authorized by the act, which are brought before a Board having quasi-judicial 
authority to make individual determinations and an announced policy defining 
areas Over Which it will not assert jurisdiction. That act, as the Supreme 
Court pointed out in National Labor Relations Board vy. Jones & Laughlin Steel 
Corp., 301 U.S. 1, establishes standards with which the Board must conform 
including in unfair labor practice proceedings the issuance of a complaint, 
notice, and hearing, the receipt of evidence, and the making of findings. The 
Fair Labor Standards Act is, in general, self-executing and provides no such 
procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obliga- 
tions with respect to the payment of wages and observance of child-labor 
standards by the employers who come within its terms. It does not depend for 
its operation on the findings of a Board or administrative official and, although 
administrative interpretations carry weight, the final determination of ques- 
tions of its application is reserved to the courts. Employers subject to the act 
must carry out their obligations each payday when they pay their employees 
and are expected to understand, without the aid of an administrative deter- 
mination, which employees come within the act’s provisions and which do 
not. * * *” 

The deficiencies in S. 1046 when measured against the need for clarity and 
specificity to which the Secretary referred, are apparent. 

By what standard will a drycleaner determine whether he is competing with 
a business engaged in commerce? How will he know whether payment by him 
of subminimum wages will be regarded by a wage-hour inspector as tending to 
obstruct commerce, and what application will the Administrator now give to the 
term “commercial” sales? 

Similar questions could be posed indefinitely. On the answer to each will 
depend the exempt or nonexempt status of numerous drycleaners, yet none can 
be answered by analysis of S. 1046. 

Thus, passage of the bill would leave our industry at the mercy of the future 
interpretation of the Division and the courts. We cannot believe that Congress 
would intentionally create such a legal snare for the small businessmen who are 
the typical drycleaners. 


OBJECTIONS TO 8. 1967 


S. 1967 would preserve the present drycleaning exemption in part but would 
make it inapplicable to enterprises including drycleaning establishments employ- 
ing 100 persons or more. 

A coverage test of this type, ie. number of employees or dollar volume, is 
necessarily arbitrary and discriminatory. It will catch up within its scope some 
drycleaners and leave uncovered their competitors—thus placing the former at 
a serious competitive disadvantage. Moreover, number of employees as such 
is no indication of engagement in interstate commerce or the production of goods 
for interstate commerce. It is, therefore, an inappropriate basis on which to rest 
Federal jurisdiction of a given business establishment. For these reasons we 
oppose S. 1967. 


ENACTMENT OF EITHER S. 1046 OR S. 
DRYCLEANING 
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The drycleaning industry consists principally of small businesses. The typical 
drycleaner serves a neighborhood rather than a city or an area. Because ours 
is a service industry it is typified by a high ratio of labor costs to gross sales. 
For the year 1958 labor costs of drycleaners approximated 56 percent of their 
gross sales. Also typical of the service industry, drycleaners operate on a small 
margin of profit. The consequence of these economic factors is that increases 
in labor costs are necessarily reflected in increases in the price of the services 
rendered by our industry. - Thus, artificial wage increases such as those occa- 
sioned by an extension of coverage of the Federal minimum wage have inevitable 
inflationary effect. It is also probable that an increase in our industry's prices 
will produce a corresponding decrease in sales volume with consequent unem- 
ployment for our employees. 
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CONCLUSION 


For more than 20 years Congress has seen fit to exempt the drycleaning indus- 
try from the minimum wage and maximum hours provisions of the FLSA. It is 
now proposed by S. 1046 and, to a lesser extent, by 8S. 1967 to apply to our 
industry a radically new and untried treatment under the act. The terms of 
S. 1046 in particular are so broad and ill-defined as to make it impossible for 
the individual drycleaner to know what his status would be thereunder. It is, 
however, predictable that the bill would extend greatly the coverage of the 
Federal minimum in the drycleaning industry. The economic reasons which 
have for 20 years sustained the judgment of the Congress to exempt our industry 
from the act are still as strong as ever they were. We submit that the present 
exemption of our industry as embodied in section 13(a) (3) should be retained. 


STATEMENT OF THE NATIONAL LUMBER MANUFACTURERS ASSOCIATION ON S. 1046 


The National Lumber Manufacturers Association—a federation of regional, 
species and products associations representing the lumber and wood products 
industries in all parts of the United States—appreciates this opportunity to 
express its views with respect to S. 1046, a proposal to alter coverage of the 
Fair Labor Standards Act, and to increase the minimum wage provided by that 
act. 

Our first concern with respect to the enactment of S. 1046 is the initial im- 
pact its provisions would have on the lumber manufacturing industry—par- 
ticularly the effect such enactment would have on the smaller lumber producers 
and their employees. 

Our long range concern stems from the fact that we are convinced that the 
proposed increase in the wage required by the Fair Labor Standards Act, as 
well as the proposed extension of coverage, will have an undesirable inflationary 
effect upon our economy. 

Because of variances in the skills of employees—the community in which a 
plant is located—the natural resources of a region—the general economic health 
of an industry—plus a multitude of other factors—wide differentials in wage 
levels have been established between individuals in plants, as well as between 
communities, regions, and industries in the Nation. 

When these differentials are arbitrarily compressed, or extinguished by one 
means or another, a pattern of immediate readjustment begins to take place, 
during which the old differentials are reestablished. Thus, when the lower 
wage levels are increased, a chain reaction takes place, increasing wages at all 
levels of the wage ladder throughout the country. 

This is not to question the desirability of such differentials, or the desirability 
of timely wage increases. But, we do believe a valid question can be raised 
as to whether artificial wage increases are helpful to our economy. 

An excellent example of the far-reaching effects of an increase in the mini- 
mum wage is demonstrated by a news story appearing in the New York Times 
for October 7, 1955, shortly after Congress increased the minimum wage pro- 
vided by the Fair Labor Standards Act from 75 cents to $1. The article reads: 

“Union locals in the garment industry were instructed today to seek a general 
wage increase for 150,000 workers when the Federal minimum wage goes to $1 
an hour March 1. 

“The mandate was issued by the general executive board of the International 
Ladies Garment Workers Union, AFL, at its semiannual meeting here. David 
Dubinsky, the union’s president, said the wage drive was intended to counteract 
the ‘squeeze’ that would be put on the industry’s pay structure by the addition of 
25 cents an hour to the Government-enforced wage floor. 

“He explained it this way: When a worker now earning less than $1 an hour 
moves up to $1, the spread between his earnings and those of workers making 
more than $1 will be narrowed. The union proposes to maintain the present 
balance between jobs by insisting that employers give workers in the over-$1 
bracket increases proportionate to those the under-$1 group will get auto- 
matically.” 

It is inevitable that traditional differentials will reassert themselves by one 
means or another. And, there is no denying the fact that the expense of added 
labor costs to a business must be compensated for if the business is to continue 
to operate. 
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There are only three methods by which the added expense can be offset: 
(1) The added costs can be paid out of profits; (2) the added costs can be offset 
by an increase in productivity, either through some modernizing process which 
eliminates an element of labor expense, or through a speedup of present labor; 
or (3) the added costs can be passed on to the consumer in the form of higher 
yrices. 

: Only wishful thinking can provide any basis for a belief that a 25-percent 
increase in labor costs can be absorbed for any length of time by profits. Profits 
from American business have not reached any such level. Furthermore, profits 
must be maintained at a level high enough to provide an incentive for further 
investment, if our system of private enterprise is to perform its function of 
maintaining present employment, and providing new jobs for new workers 
entering the work force each year. 

A limited amount of added costs can, at times, be offset by increased pro- 
ductivity. But gains in productivity, as a general rule, come about through 
gradual gains, rather than a gain that takes place in an instant. Too, employees 
as a rule share, along with consumers, in this gradual increase as it comes about. 
Moreover, many businesses by their very nature are such that it is virtually 
impossible to accomplish any explosive increase in productivity. 

The most logical method of compensating for added labor costs is to pass the 
added costs on to the consumer in the form of higher prices. This alternative, 
however, has very definite limitations. 

In the first place, if the added costs are passed on to the consumer in the form 
of higher prices, it is questionable whether employees benefit at all, since em- 
ployees also belong to that group of persons we speak of, sometimes too loosely, 
as consumers. 

In the second place, it is often impossible for an individual manufacturer to 
pass added costs on to the consumer by increasing the price of his product. An 
increase in the price of his product might well place it out of competition with 
similar products of domestic as well as of foreign origin. Or an increase in the 
price of his product might cause the consumer to purchase a substitute product 
made in this or some other country. Artificial wage increases leading to higher 
prices, moreover, are already a deterrent to domestic industries in their foreign- 
trade activities. 

It is widely recognized that certain areas and certain industries will be affected 
more directly by an increase in the minimum wage than others. For example, 
the Department of Labor has done considerable work in this field, based pri- 
marily on the effects of the last increase in the minimum. Among the industries 
studied was the southern lumber industry. 

In connection with this study, we wish to call special attention to several out- 
standing facts, although we commend the entire report for your careful study. 
We believe the points brought out will demonstrate to your satisfaction that 
the lower wage structure in the southern lumber industry is indicative of lower 
productivity, nothing more and nothing less. Furthermore, we believe you will 
recognize that the productivity cannot be raised by amending the Fair Labor 
Standards Act; that the basic roots of the problem go to the physical resource 
characteristics of the various regions. 

The lumber industry plays a vital role in the economy of the South. It ranks 
among the top three manufacturing industries in most of the Southern States, 
and more employees in the South are dependent on the lumber industry for a 
livelihood than on any other industry, with the exception of the textile and food 
industries. If legislation is enacted which has a detrimental effect on the 
southern lumber industry, there is hardly a community that will not feel the 
adverse effects of the legislation immediately. 

There is strong evidence that the last increase in the minimum wage took a 
heaty toll in job opportunities and income. For example, employment in south- 
ern sawmills employing 8 or more totaled 149,636 in October-December 1955: 
145,647 in April 1956, when the new minimum went into effect ; and only 127,348 
in April 1957, 1 year later. 

It. should be emphasized again that these figures do not include mills employ- 
ing less than eight persons where, it is logical to assume, an even higher rate 
of disemployment occurred: 

A startling fact is that 19 percent of the sawmills that operated in April 1956 
were not operating in April 1957. 

Despite the fact that lumber products are produced under greatly varying 
conditions—from dense to sparse timber stands—from large to small trees— 
41681—59—__75 
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from easily accessible areas to those almost inaccessible—from small tracts to 
immense tracts—by large stationary mills to portable mills—despite these differ- 
ences—over the years the market has adjusted itself to allow the products to 
compete on fairly equal terms, and the competition has been, as competition 
almost always is, a healthy thing for the industry as well as the consuming 
public. 

An increase in the statutory wage at this time, however, would seriously 
endanger the continued existence of the lumber industry in the South: 

1. The competitive situation forecloses any thought of a substantial increase 
in the price of Southern lumber. (It is selling today at lower prices than in 
April 1956). 

2. The nature of milling facilities, dictated by timber stands and other natural 
and physical characteristics, militates against any immediate and substantial 
increase in productivity. 

3. Protits to absorb any artficial increase in labor costs simply do not exist. 

4. The only alternative left for mills that find themselves faced with forced 
wage increases will be to cease operations. 

Thus, adoption of the proposed increase in the statutory wage would be self- 
defeating—actually taking employment away from those the legislation is de 
signed to help. 

Over and above the prospect of severe damage to the economy of one geo- 
graphical sector of the country, Congress also faces the question of the in- 
flationary effect that an increase in the minimum wage will have on the economy 
of the Nation as a whole. We do not believe the risk is one worth taking in view 
of the world political situation and the need for a stable economy. 

Other provisions of 8S. 1046 would extend the basic coverage of the Fair Labor 
Standards Act, while still other provisions would erase from present law exemp- 
tions that have been provided because of special circumstances surrounding a 
job, an industry, or a locality. The overriding reasons still exist which prompted 
an earlier Congress to limit basic coverage of the law, and to provide these 
exemptions. 

Two exemptions directly affect sectors of the lumber and wood products in- 
dustries—the seasonal exemption, and the 12-man logging and forestry exemption. 
Even though our interests are more closely connected with these two exemptions, 
we oppose any extension of coverage, as well as the removal of any of the exemp- 
tions now provided in the law. 

The seasonal exemption is applicable only to the overtime provisions of the 
law, for limited periods of time per day, per week, as well as per year; and, fur- 
thermore, its administration is rigidly controlled by the Secretary of Labor. 
Due to natural characteristics—it is of great importance to some sectors of the 
lumber industry. At most it affects only a minute number of employees, none of 
whom, so far as we are aware, are considered to be low-paid workers. 

The 12-man logging and forestry exemption, likewise, is important to sectors 
of the wood-products industry. Elimination of this exemption from the law 
would primarily affect the small logger who, even now, has enough problems 
without the addition of this burden. The primary objection to elimination of the 
12-man exemption lies in the added timekeeping and paperwork problems that 
will face the small logger or woodcutter. 

And, at the same time, not even an illusory gain will accrue to the worker em- 
ployed by the small logger. Figures compiled by the Department of Labor show 
that “despite the exemption, the earnings of exempt logging workers rose vir- 
tually to the same extent as the earnings of nonexempt workers.” As a matter 
of fact, the Labor Department points out that prior to 1949 (before the exemp- 
tion was adopted) there was a greater difference in pay between workers in 
these two groups, than in periods thereafter—which “suggests that factors other 
than the minimum were responsible for the small existing differential.” 

We believe, also, that elimination of this exemption will discourage owners 
of small woodlots in carrying out sound forestry practices on their limited 
holdings. Considerable effort—private effort—has been exerted to encourage 
owners of small holdings to grow crops of trees under the well-known ‘Tree 
Farm” program, as they grow other crops. This program is showing excellent 
results. Governmental regulation in the form of wage and hour law coverage 
at this stage of the program could seriously damage the good work that has been 
accomplished thus far, and could discourage further efforts, which have been 
stimulated by industry, to provide for our future wood resources. 
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STATEMENT OF BE. M. Norton, SECRETARY OF THE NATIONAL MILK PRODUCERS 
FEDERATION 


The National Milk Producers Federation is a national farm organization. . It 
represents approximately half a million dairy farmers and some 800 dairy 
cooperative associations which they own and operate and through which they 
act togethér to process and market at cost the milk and butterfat produced on 
their farms. 

Many of the cooperative associations represented by the federation are manu- 
facturing associations engaged in the processing and marketing of milk in the 
form of manufactured dairy products. Practically every form of dairy product 
manufactured in the United States in any substantial volume is made and sold 
by farmers’ dairy cooperatives represented by the federation. 

Labor is an important item for the dairy farmer. It is used on his farm, 
in his dairy cooperative plant, and in the transportation of his commodities 
and products. In addition, labor costs are reflected in the prices of things that 
farmers buy, thus affecting again his cost of producing and marketing food and 
his standard of living as measured by his purchasing power. 

On the other side of the picture, prices which farmers receive for their 
produce are in a substantial measure returns for the labor and time of the 
farmer and his family. 

The federation has supported consistently the right of labor to organize in 
order to bargain collectively for wages, hours, and working conditions of 
employees. It is our belief that labor should receive fair wages and that no 
one has a right to enjoy products manufactured by inadequately paid labor or 
under sweat-shop conditions, 

By the same token, farmers should receive fair returns for the agricultural 
commodities they produce and sell, and no one has a right to expect food or 
other agricultural products to be produced and delivered to them at prices which 
do not reflect a fair return to the farmer for his investment and time. 

Our agricultural programs are based on the theory that the prices farmers 
receive should be reasonably related to the cost of the things they buy, thereby 
maintaining the purchasing power of this important segment of the economy. 

The parity position of the dairy farmer is seriously out of balance and has 
been since 1954. Hourly earnings of dairy farm operators are far below the 
minimum wages provided by law for general labor. Statistics published by 
the Department of Agriculture show that in eastern and western Wisconsin, 
for example, the hourly returns of dairy producers are 52 and 63 cents, respec- 
tively. In the central northeast, the highest of the three test areas, they 
are only 90 cents. 

Legislation which would result in increased labor costs should not be passed 
by Congress unless consideration is given also to the urgent need for improving 
the parity position of the dairy farmer. Certainly increased labor costs should 
not be permitted to further aggravate the disparity between the prices farmers 
receive and the prices they pay. It would not be in the interest of labor, in the 
long run, to see the purchasing power of dairy farmers continue to be impaired 
by this disparity in prices. We tried that once before with disastrous results. 

Prices and wages are to a large extent relative factors. Thus we have never 
asked for high prices for dairy products. We have asked only that the prices 
farmers receive be fairly related to the cost of things that farmers buy. Neither 
have we opposed fair returns to labor. We ask only that, if labor costs are 
increased, parity be maintained between the prices farmers pay and the prices 
they receive. Since parity is currently out of adjustment to a serious degree, it 
is clear that any further increase in labor costs must be reflected in increased 
prices of foods to consumers. 

We are disturbed about the proposal in S. 1046 to eliminate the first process 
ing exemption in section 7(c) of the Fair Labor Standards Act of 1938. This 
exemption applies only to maximum hours and not to minimum wages. 

In the agricultural field, and particularly in dairying, this is a most important 
exemption. Milk is a highly perishable product and the volume produced 
varies seasonally as well as from day to day. Whatever amount is brought 
to the plant must be processed without regard to fixed schedules of hours. 

We believe it would be a serious mistake to make the maximum hour provi- 
sions of the act applicable to the first processing of perishable agricultural 


commodities, and we oppose strongly the elimination of this exemption in 
section 7(¢). 
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We have encountered a number of irritating and inconsistent applications of 
the first processing exemption. These concern mostly parts of first processing 
which occur at different places or different times or which are performed by 
different persons. 

The theory underlying the first processing exemption is that a perishable 
commodity must be processed and that the application of fixed hourly schedules 
in such cases is not practical. This theory, of course, applies regardless of 
the fact that a part of the first processing may be done at different times or 
places or by different persons. 

In order to correct this situation, we propose that section 7(c) be amended 
by adding the following sentence: 

“For the purpose of this subsection (c), the first processing of milk, butter- 
milk, whey, skimmed milk, or cream shall include all operations prior to, includ- 
ing, and through the completion of such first processing, whether performed at 
the same or different times, or in one or more places, or by one or more em- 
ployers.” 

This is a simple, logical, and easily applied solution of a problem which, unless 
it is corrected, will continue to create unnecessary resentment and ill will 
toward labor legislation. 

A great deal of confusion arises when part of the employees of a plant are 
ruled exempt and part are ruled nonexempt. Where the major function of a 
plant is first processing, all the employees should be ruled exempt. 

Independent contractors are used by dairy cooperatives, particularly in milk 
hauling operations. The status of independent contractors as against thet of 
employees should be determined by the general common law rule and not by 
some special rule applicable to the labor law. 

We are concerned also with the proposal in S. 1046 to eliminate the exemption 
for certain motor carriers. We oppose the elimination of this exemption. 

A clarification of the application of the wage and hour regulations in line with 
the foregoing suggestions would accomplish much good by making the regula- 
tions more practical and workable. Such an application of the exemptions in 
the interest of simplicity and practicability would not result in an abuse of the 
exemptions, because to a large extent the exemptions are self-policing. Com- 
petition in the hiring of labor takes care of that. 

Until these problems are taken care of, they will continue to create resent- 
ment and ill will against labor legislation which is unnecessary and quite out 
of proportion to the relatively small number of employees involved as related 
to the whole labor force. 

Another factor which is creating irritation and resentment against labor 
unions and labor legislation is the attempt on the part of a few labor organ- 
izers to enroll independent dairy farmers and independent milk haulers in 
unions. Here again, the harm done to labor generally in the loss of good will is 
quite out of proportion to the issues involved. 

Congress intended for labor unions to bargain for wages and working condi- 
tions of employees—and we have consistently recognized that right. But Con- 
gress intended for cooperatives to be the bargaining agent for prices to be paid 
to farmers—and we insist that this right be fully recognized by labor. 

Decisions under the antitrust laws have delineated the fields in which labor 
unions and cooperatives can work without being held to be illegal combinations. 
In general, employees may bargain through unions for wages, but independent 
farmers cannot bargain through unions for the prices to be paid for the com- 
modities produced on their farms. 

There is one other thing that should be considered in connection with legis- 
lation which would increase minimum wage rates. Because of a high standard 
of living and high wage rates in this country, our domestic prices are in many 
eases substantially above world price levels. This creates special problems for 
this country in relation to foreign trade which other nations do not face in 
equal degree. 

As long as this condition exists, this country must maintain the right to sell 
for export at prices below domestic price levels and we must maintain also the 
right to control imports to whatever degree may be necessary to offset the effect 
of this disnarity in price levels. 

In conclusion, we urge you to amend the act to make its operation more simple 
and practical, in line with the above suggestions. and to bear in mind the dis- 
parity currently existing in f»rm prices, with the corresnondine necessity of 
reflecting increased labor costs in consumer prices of dairy products. 
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STATEMENT OF PACIFIC AMERICAN STEAMSHIP ASSOCIATION 


SEAMEN EXEMPTION 


The Pacific American Steamship Association, composed of the major dry 
eargo ship operators based on American ports on the Pacific coast, submits this 
statement to express its opposition to those portions of S. 1046 that would elimi- 
nate the present exemption of seamen from the minimum wage and maximum 
hours provisions of the Fair Labor Standards Act. This statement also sets 
forth the position of the American flag ship operators who are members of the 
Pacific Maritime Association, which organization acts as the collective bargain- 
ing representative for American flag ship operators on the Pacific coast. 

The Congress exempted seamen from the Fair Labor Standards Act in 1928, 
and this exemption has been continued in effect by Congress after reviewing the 
unique situation of seamen on numerous occasions. 

The exemption presently appears as item 14 of section 13(a) of the Fair 
Labor Standards Act, as amended, and it should be retained. To accomplish this 
the phrase “on a vessel other than an American vessel” should be deleted from 
exemption 9 in section 9(a) of the bill, so that exemption 9 will read, “any em- 
ployee employed as a seaman.” In addition, subsection (e) of section 9 of S. 
1046 should be deleted in its entirety. 

Before stating specific reasons for our request for these amendments to 8. 
1046, a brief review of the background for the current seaman exemption is 
pertinent. 

The 1937 hearings that led to the enactment of the Fair Labor Standards Act 
of 1938 developed the facts that the shipping industry is unique in many respects. 
As a result, Congress deemed it impractical and unnecessary to include seamen 
under the provisions of the 1988 act. It was found that rules and regulations 
that might be readily applicable to shoreside employment were not practical in 
application to seamen because of the unique character of the shipping industry 
and the employment conditions of seamen. Accordingly, it was determined at 
that time, and it has been confirmed by the Congress several times since 193s, 
that seamen should be exempt from the minimum wages and maximum hours 
provisions of the act. 

This seamen's specific exemption has not meant that seamen are any less well 
provided for financially or otherwise. On the contrary, American seamen are 
the highest paid in the world. Seamen’s earnings and conditions far exceed 
those of similarly skilled employees in American industry ashore. A table set- 
ting forth monthly seamen’s earnings under Pacific Maritime Association collec- 
tive bargaining agreements is attached. 

Collective bargaining between the seamen’s unions and the employers has been 
the means by which seamen and the employers have set wages, hours, and work- 
ing conditions that reflect the peculiar and particular needs of the maritime in- 
dustry. As a result, seamen have enjoyed conditions far above the minimum 
standards, although in form somewhat different from the statutory mold. 
Through collective bargaining, the objectives of the act have been achieved with 
a program tailored to fit the special needs of the shipping industry. This result 
emphasizes the wisdom and practicality of the congressional policy of exempting 
seamen from the act. 

There are no new circumstances that require a departure from the existing 
policy. It is significant that the seafaring unions have not pushed for the 
inclusion of seamen under the act, in fact, they have been indifferent toward 
the idea of coverage. On this basis, the industry asks that Congress permit 
existing arrangements to continue unfettered by legislation that does not recog- 
nize the unique character of this industry. 

The collective bargaining history with respect to the 40-hour week at sea 
and overtime pay is of great significance. In 1946, the Sailors’ Union of the 
Pacific negotiated a contract under which overtime penalty premium was 
payable for work at sea on Sundays. In 1952 the union obtained the penalty 
rate for Saturdays, Sundays, and holidays at sea. Because extra men cannot 
be hired for Saturday or Sunday at sea and the ship must continue to operate 
on Saturday and Sunday, there was no actual reduction in hours worked or 
increase in number of persons employed. The premium merely increased the 
Seaman’s take-home pay. After a few years, collective bargaining reversed the 
pattern for well over half of the seamen represented by the SUP as a result of 
agreements signed in the fall of 1955. The pay structure was changed at that 
time so that the regular monthly rate of pay includes regular pay for 8 hours a 
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day, 7 days a week at sea, plus overtime premium for Saturday and Sunday 
work at sea. The seamen involved in the new wage schedule are under a duty 
to work 8 hours a day, 7 days a week at sea; their monthly wage, in effect, pro- 
vides payment for 40 straight-time hours plus 16 overtime hours at sea. The 
September 12, 1955, report of the SUP negotiating committee, headed by the 
late Harry Lundeberg, reported on its successful negotiation of this change as 
follows: 

“Your committee proposed on June 17 to the membership that we endeavor to 
negotiate an agreement which would include in the basic monthly wages the 
approximate earning power of our members based on penalty time paid in a 
spread of 8 hours and also add to the basic monthly wages the penalty time 
now being paid for standing navigation watches Saturdays, Sundays, and holi- 
days at sea and add a pay raise also. 


“EFFECT ON BASIC WAGES 


“Your committee felt that by a proposition of this type we could establish 
decent basic wages which would protect the membership of the Sailors Union, 
meaning that they would not lose any money but would get all of it in their 
monthly wages. 

“Such a proposition it was felt would be a definite advantage to the member- 
ship of the Sailors’ Union as a whole and it would do away with a lot of beefing 
and arguing about disputed penalty time, etc. It would give every SUP man 
the same basic wages in every ship. In other words, a man wouldn't have te 
wait for one particular ship on which he thought he would be able to make 
more penalty time. Every ship would have the same basic wages based on 56 
hours at sea and 40 hours in port for the watch standers and for the day 
workers 40 hours a week at sea and in port. 

“Not only would this benefit the SUP membership as a whole but it would 
stave off any future attempt by congressional committees to concoct new laws 
for the purpose of putting the seamen in straitjackets as far as negotiations 
are concerned and, likewise, stop the Maritime Administration from trying 
to establish maximum wages, hours, and working conditions which policy was 
proposed in the last Congress and on which the Bonner Committee held exten- 
sive hearings where your Secretary was subpenaed to testify. 

* * * * * * * 


“During the past 2 weeks the SUP Negotiating Committee has met with the 
American President Lines and the Pacific Far East Line in negotiations under 
this new proposition (one basic wage). We also met with the PMA during the 
past week and on Thursday, September 8, we came to a tentative agreement 
with APL and PFE and on Friday we met with the PMA and actually on Mon- 
day, September 12, just about 6 o’clock, before our meeting, the PMA Committee, 
headed by Mr. St. Sure, agreed on the same type of an agreement that we had 
already negotiated with the American President Lines and Pacific Far East 
Line. 

“Therefore, we are now in a position to bring it before the membership 
tonight and we feel this a good agreement and should be acceptable to the 
membership of the SUP. 


“METHOD OF GETTING FIGURES 


“Briefly, this is what your committee did. We went over all the records, 
trip by trip, ship by ship, company by company, for the past year and dug up 
how much penalty time the watch standers made, how much penalty time the 
day men made, how much penalty time the ordinary seamen made. We also 
received the pay vouchers from some members of the Sailors’ Union and checked 
with various members of the Sailors’ Union on the records they had kept them- 
selves in order to be absolutely sure. 
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“We then took the average of the penalty time for the watch standers, the 
average of the penalty time for the daymen and we added that to the present 
wages. Then we added $25 more across the board for all ratings, which is the 
new wage raise, so actually the following is what we came up with: 

“For the watch standers approximately $96 per month, which is now being 
made in penalty time on Saturdays, Sundays, and holidays at sea and also in 
penalty time made within their S-hour spread. To that we added $25, which gave 
the watch standers a raise of $121. In other words, an A.B. watch stander under 
the new setup will receive $423 per month. 

“For the daymen, we figured the amount of penalty time made within their 
8-hour spread amounts to approximately $44 per month. Then we added to that 
another $25 (new raise), giving the daymen $69. In other words, the A.B. day- 
men will receive $400 a month under the new setup. 

“The same principle was used for all the other ratings so actually the watch 
standers’ wages are based on 56 hours a week at sea and 40 hours a week in port. 
The daymen’s wages are based on 40 hours a week at sea and 40 hours in port.” 

Through trial and error, the collective bargaining basis has developed a method 
of payment that is entirely suited to the needs of the industry and is mutually 
satisfactory to the seamen and their employers. To disturb this method of pay- 
ment at this time as by requiring the payment of the overtime compensation 
rate prescribed in subsection (a) of section 7, would be to require double overtime 
payment or to require satutory overtime premium pay on top of overtime pay that 
is already included in the wage structure of the industry. Such action would 
defeat one purpose of the union in negotiating this new arrangement, in Mr. 
Lundeberg’s words, to “stave off any future attempt by congressional committees 
to connect new laws for the purpose of putting the seamen in straitjackets as far 
as negotiations are concerned.” 

The unusual vacation provisions developed through collective bargaining in 
this industry are also significant, as are the practices under which seamen rotate 
between periods ashore and periods of employment at sea. Seamen, their unions 
and employers, realize that while the ship is at sea, the crew must work so that 
the ship is in operation every day of the week and that seamen, who cannot have 
weekends at home with their families, take periods in port off the ship when they 
can have equivalent of an accumulation of weekends. Thus the industry recog- 
nizes that the regular seamen constitute a pool, that the members alternate 
periods at sea and periods on shore and they have guarantees that the seamen who 
are regular employees do not need to share their work with strangers but have 
guaranteed rights to share it only among themselves. This, of course, provides ¢ 
distribution of work like that induced by the maximum hours provision of the act. 
Furthermore, the employers have agreed to very liberal supplementary wage pro- 
visions to facilitate the seamen’s Opportunity to have some leisure within the 
framework of industry practicalities. Seamen who sail regularly in unlicensed 
ratings can earn 36 days ashore with pay for 360 days of continuous employment 
and effective June 15, 1959, the licensed mates and engineers can earn 60 days 
ashore for 360 days of continuous employment. 

Not only is the shipping industry operating under collective-bargaining agree- 
ments that fully guarantee the seamen the basic protections of the Fair Labor 
Standards Act, the industry is subject to other rules that adequately control wage 
rates, hours, and working conditions. Since 1892, with supplements in 1915, the 
Congress has recognized that the special and peculiar nature of the seamen’s 
calling has created a need for special laws for their protection and relief in govern- 
ing employment. The bulk of the statutory provisions existed before the Fair 
Labor Standards Act was adopted. Title 46 of the United States Code requires 
owners and operators of vessels to make special provisions for seamen with re- 
spect to their care and medicine and with respect to their quarters; it also 
imposed basic requirements regarding hours of works. 

The Congress in 1936, by the Merchant Marine Act, added a further significant 
element to the law (46 U.S.C., S. 1131). It vested in the U.S. Maritime Com- 
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mission the power and authority to investigate employment and wage conditions 
and to incorporate in the operating differential and construction subsidy con- 
tracts minimum manning scales, minimum wage scales, and minimum working 
conditions on all vessels receiving operating differential subsidies. Thus Congress 
has legislated specifically in recognition of the unusual nature of the seamen’s 
employment and has vested authority in relation thereto in the U.S. Maritime 
Commission., This effectively takes the place of the legislation in the wage and 
hour law and takes the administration of the problems involved from the Wage 
and Hour Administrator. 

On first glance, S. 1046 would seem to give consideration to the problems in the 
industry in that section 9(e) (p. 13, line 9 of the printed bill) attempts to limit 
the hours as to which the minimum pay and maximum hours provisions would 
apply. It does not solve the problems. Rather, it would cause serious problems 
of administration and could readily give rise to litigation of serious consequence 
to the unions and employers in the industry. Of great moment is the language 
regarding payment of the equal of the overtime premium required by the law. 
Litigation might lead to very unexpected, undesirable results because of the 
difficulty of attempting to include esamen and their unique problems within the 
constraints of a bill tailored for and fittingly regulating shoreside employment. 
Shipping must presently deal with the U.S. Maritime Commission, the U.S. 
Coast Guard, and the courts of the United States in respect to wages, hours, 
employment conditions, and the enforcement of statutes for the protection and 
relief of seamen. Each of these already is vested with authority. Applying the 
Fair Labor Standards Act to seamen in addition results only in confusion, for 
it is not integrated with the laws protecting the seamen and it is administered 
by an authority that is not familiar with the problems of ships and the shipping 
industry. 

We strongly urge that there are no facts suggesting that seamen now need the 
protections of the Fair Labor Standards Act. We emphasize that the act would 
be a severe burden on the industry and would disrupt established practices devel- 
oped through collective bargaining in relation to the existing statutory scheme. 
Mr. Lundeberg emphasized the practical problems supporting the new wage 
structure when he said: 

“Such a proposition it was felt would be a definite advantage to the member- 
ship of the Sailors’ Union as a whole and it would do away with a lot of beefing 
and arguing about disputed penalty time, etc. It would give every SUP man the 
same basic wages in every ship. In other words, a man wouldn’t have to wait 
for one particular ship on which he thought he would be able to make more 
penalty time. Every ship would have the same basic wages based on 56 hours 
at sea and 40 hours in port for the watch standers and for the dayworkers 
40 hours a week at sea and in port.” 

To keep this unique industry free to achieve practical goals, we strongly urge 
that the present exemptions for seamen in the Fair Labor Standards Act be 
retained without change. This will permit labor and management to continue to 
work out the problem of wages, hours, and working conditions that will fit the 
needs of shipping, both seamen and industry, under the American flag. 
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Monthly seamen’s earnings under Pacific coast contracts * last half of 1958 





Department and rating 


Licensed deck: 
Master. - 
Chief mate 
2d mate 
3d mate__.-- 


Base wage |Overtime| Total 


2 $1, 418. 55 
2 884. 80 
679. 13 
629. 13 


Junior 3d mate (4th mate) 
Night relief mate 


Fei asttnekten dh asec deterdndrtcheh ecpabiinccigedic csterilidsen slaiss labia ccs talacnsaoaliy aint 
Radio officer 597. 39 
GREE CEG ie cnict sa cdenpein=< pein on teeta aieias eieniea 3 536.74 





Licensed engine: 
Chief engineer. -..-- ih al i: esi gat get alaaiicilariniahipcastina 
ist assistant engineer 
2d assistant engineer 
3d assistant engineer 
Junior 3d assistant engineer (4th engineer) 
DERE CA CE actinic cniinttstemancncndngnting scien a 





OG ick dba si nics la cht tates tthe tetereoictgls tlh 4, 125. 07 

Unlicensed deck: | 
Boatswain 582. 50 
Carpenter 508. 50 
Deck maintenance man 451. 50 | 
Able-bodied seaman ; 478. 00 | 

CRG GID iin eircct nie aecssadawoncen wich nereinuhaecuhdecindametd 379. 00 | 





Seen renn RE 


Total 2, 399. 50 | 


Unlicensed engine: 
Chief electrician 581.00 | 
Second e ectrician , ; 524. 50 
Chief reefer nan ; aes 487.00 | 
JE | eee ee £3 i poeta sdee 441. 50 
Third reeferman.. pk 431. 50 
Oiler __-- evinesnvtes Sttetainsl as : 370. 00 | 
ho eg SE eae eee 370. 00 


Wiper... paenaak gem 354. 50 | 








| 1,730 | 


Total. 3, 560.00 | 


Stewards department: 
Chief steward ; 568. 50 151 
Chief cook.......-.-.. ahisitdhind inal La I 534. 00 | 
Assistant cook. ..........-..-. Bs Be aaa 444. 00 
2d cook and baker. -_--- een — 500. 00 | 
Messman and/or utilityman 379. 00 


Total. ‘ | 2, 425. 50 | 710 | 3, 136 


Grand total 17,838.62 | 6,817| 24,656 


‘ Mariner Reefer, Transpacific. Overtime is median for the company fleet in this trade route. 
3 Includes nonwatchstanders allowance. ($122.30.) 
3 If pharmacist mate, $580.88. 
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STATEMENT OF G. S. PAUL, VICE PRESIDENT IN CHARGE OF OPERATIONS, WESTERN 
UNION TELEGRAPH Co. 


My name is G. S. Paul. I am vice president in charge of operations for the 
Western Union Telegraph Co. I appreciate the opportunity to appear before 
this subcommittee for the purpose of presenting my company’s views with 
respect to Senate bill 1046 dealing with amendments to the Fair Labor Stand- 
ards Act. 

Our primary concern is with the serious effect to the public interest if a 
number of small retail stores, local in every sense of the word, were to lose 
their exempt status under the act simply because they, as agents of Western 
Union, handle a small number of telegrams as an accommodation and service 
to their communities. 

By reason of section 13(a) (13), the act does permit an owner, or an employee, 
of a retail or service establishment to handle telegraphic messages under an 
agency or contract arrangement with a telegraph company where the telegraph 
message revenue does not exceed $500 a month. Senate bill S. 1046 recommends 
retention of the exemption covered by section 13(a) (13) in which the telegraph 
company heartily concurs. 

It seems desirable that the basic needs for retention of the telegraph agency 
exemption permitted by section 13(a) (13) would be beneficial to your committee. 
Telegraph service through agencies is as old as thetelegraph industry itself, 
Western Union has served the Nation since 1851 and, in so doing, endeavors 
to see that telegraph service reaches as many points as posible. This policy 
has been responsible for the establishment of thousands of telegraph agencies 
throughout the Nation: such agencies, in turn, have proved to be very definitely 
in the public interest, since they have enabled us to bring telegraph service to 
many communities which could not be served in any other manner. 

Section 18(a)(18) was written into the statute in 1949 only, I should like 
to emphasize, after full committee hearings. It was and is intended to protect 
the thousands of local agency arrangements, with proprietors of local Tetail 
merchandise or service establishments, by means of which telegraph service 
is generally rendered to the small communities of the Nation. Because of their 
retail or service functions, the proprietors of these establishments, as you know, 
are not affected by the provisions of the act. However, prior to enactment 
of section 13(a) (13), Western Union and its local agents were faced with con- 
flicting court decisions. This arose when one circuit court of appeals ruled 
that, despite the fact that they were involved primarily in retail and service 
businesses, such agents were employees of Western Union. The Supreme Court 
refused to review this decision. Another circuit court of appeals ruled that 
such agents were, in fact, independent contractors rather than employees of 
Western Union. 

In 1949, when the Fair Labor Standards Act of 1938, was amended, Congress 
found it to be in the public interest to eliminate the confusion and the possible 
liability resulting from these two conflicting court decisions. It was recognized 
then, and it is equally true today, that if such agents were deemed to be em- 
ployees of Western Union, substantial procedural and administrative difficulties 
would result and direct telegraph service would be denied to thousands of small 
communities. 

Section 13(a)(13) is just as necessary today as it was in 1949. Western 
Union has about 8,600 agencies which are FLSA exempt. These agents are 
generally the individual priprietors of a wide variety of local businesses, in- 
cluding drug, grocery, hardware, clothing, furniture, and other stores. Their 
operations come within the meaning of “retail or service establishments” as 
defined in clause 2 of section 13(a) of the act, and their employees are FLSA 
exempt. Of these 8,600 agencies, approximately 4,900 are located in small 
communities having a population of 5,000 or less. These communities depend 
solely on agency representation for direct telegraph service. The remaining 
3,700 agencies are located in communities where Western Union also maintains 
its own employee-operated telegraph offices. In such communities, the agency 
supplements the service already provided by Western Union offices, thus af- 
fording more convenient telegraph service to the public, or extended hours of 
service. 

If Western Union’s agents were to face the loss of their FLSA exempt status 
merely because they represent the telegraph company, the only result would be 
the forced discontinuance of thousands of agencies, leaving an equivalent num- 
ber of small communities without the telegraph service these agencies now 
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provide. I might add that there are 979 communities in the 7 States represented 
by members of this committee where such a situation might be expected to occur. 

An example of an agency which makes it possible to bring direct telegraph 
service to a small community is the Saxony Hotel at Rouses Point, N.Y., a 
community of about 2,000 with about 505 families. Rouses Point has been 
served by a teleprinter agency for more than 15 years. This agent sends and 
receives, on an average, a total of 14 messages a day, which requires approxi- 
mately 90 minutes of his time. The average commission of Saxony Hotel is 
$110 per month and the average monthly telegraph revenue is $207. I might 
note that to provide the same hours of service through a directly operated 
Western Union office would cost a minimum of approximately $660 per month— 
a siutation which could not be economically justified. Telegrams for the com- 
munity are transmitted to and from the agent by a teleprinter through the 
Western Union message center at Plattsburgh, N.Y., 25 miles distant. The 














































handling of telegrams at such an agency involves only a relatively small part 
of the agent’s local activity and seldom, if ever, requires the assignment of addi- 
tional work time. For example, at the Saxony Hotel where telegraph service 
is available over a spread of 10 hours daily, the average of 14 telegraph mes- 

sages a day may be handled in short order by the agent. Prior to the enact- 
ment of section 13(a) (13) it was claimed that the handling of even a single 
Western Union telegram would result in the loss of the exempt status as a 

retail establishment. But, with the enactment of that section the agent was 
protected against the possibility of the loss of his exempt status simply because 

é of these incidental telegraphic transactions. 

, It is self-evident that the proprietor of a small retail or service establishment 

;' will not enter into a contract with Western Union—or continue with the agency 
service he now provides—if this means that his exempt status under the act 

: would be jeopardized. 

Such a proprietor is not equipped or geared to prepare and maintain the 

necessary records; his operations and the incidental telegraph handlings he 

’ performs do not justify the time and expense involved in accepting coverage 

under the act. These are the very factors which brought about the retail or 
service establishment exemption in the first place: and there is no basis for 

' concluding that the principles which determined such exemption should become 
inapplicable merely because such a proprietor takes on an agency which more 

. often than not produces only a nominal contribution toward the cost of his 

; rent or overhead. 

In this connection, may I call to the attention of the committee the fact that 

the Secretary of Labor James P. Mitchell in his appearance before the subcom- 

, mittee on March 5, 1957, and before the Senate Subcommittee on Labor on Feb- 
ruary 25, 1957, recommended amendments to the coverage of the law which, in 

; Mr. Mitchell's words, “would not bring within coverage an individually owned 

; and controlled establishment merely because it operates under a franchise from, 

or has contractual relations with, an enterprise that is covered.” That is pre- 
cisely the situation of the local retail merchants who represent Western Union 

‘ on an agency basis. 

1 Under these circumstances, it is clear that no useful purpose would be served, 
by the elimination of section 13(a) (13). Removal of that exemption would simply 
result in the cancellation by the agents of their contracts. with the result that 

i . > nT a ‘ 

. there would be no extension of FLSA coverage in the case of these local estab- 

é lishments. Even more important the public would suffer by being denied tele- 

» graph service supplied by these agents, and the agents themselves, who in the 

. main represent small business in the truest sense of that phrase, would be 

: denied the modest income they now receive from Western Union. 

1 In the light of these facts, I strongly urge the retention of section 13(a) (13) as 

i provided in the present law and as provided under section 9(a)8 of S. 1046 

‘ currently pending before the committee. 

. I should like to thank the committee for affording me the opportunity to 

’ present these facts. I shall be glad to provide any further information this 

: committee may desire and to answer any questions it may have. 

sf 

8 STATEMENT BY WALTER P. REUTHER, PRESIDENT, UNITED AUTOMOBILE, AIRCRAFT, 

7 AND AGRICULTURAL IMPLEMENT WORKERS OF AMERICA 

W 





Twenty-two years ago a great leader, a great President, aroused the conscience 
of America with one of his most memorable phrases. 
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In his second inaugural address, Franklin D. Roosevelt saw “one-third of a 
nation * * * ill-fed, ill-clothed, ill-housed.” He called upon his fellow citizens, 
including Congress, to join him in a crusade to remove this blight on our free 
society. 

We had come a long way since the dark days of 1932; but instead of indulging 
in self-praise, Franklin Roosevelt had the honesty and the courage to point 
to the tasks that remained to be done. 

We have come a long way since 1937; a longer distance, perhaps, than we had 
traveled in the first 4 years of the New Deal. But we have not come nearly far 
enough. 

We can’t afford to be self-satisfied because in 1959, something less than one- 
third of a nation is in need. It would be far too many if the figure were one- 
tenth or one-twentieth. 

The American people have rejected the idea that a little misery is inevitable 
in a free society. Time after time, in election after election, we have reaffirmed 
our determination to build a society in which every man and woman can achieve 
dignity and self-respect, based upon economic security, equality of opportunity, 
and a reasonable standard of living. 

We have declared our intention to do away with unemployment, wipe out 
slums, and abolish sweatshops. There is no doubt about what we want; but re- 
sults have lagged behind our intentions. 

We need to back up our good intentions with legislation, with tools to do the 
job. 

The one evil that most nearly approaches unemployment in its damaging effect 
upon our entire society and its degradation of the individual human being, is the 
payment of wages that are too low to cover the bare necessities of life. 

Millions of Americans are holding down full-time jobs, performing useful and 
indispensible services, at wages of less than $1 an hour. 

This is an inexcusable disgrace. It weakens individuals and their families, 
it weakens Our national economy and therefore weakens our national security 
at a time when we need to be strong in all our parts and members. 

It is a preventable national shame that there are workers among ns who. no 
matter how long or how hard they toil, cannot earn enough for food, clothing, 
shelter, and medical care; who cannot provide for their children, who cannot 
hone to acquire the most modest comforts that are a part of the American way 
of life. 

Here is a perfect example of the gap between our intentions and our perform- 
ance. It was 21 years ago, only a vear after Franklin Roosevelt laid down his 
challenge, that the Fair Labor Standards Act became law. 

That law recognized, in its own words, “the existence * * * of conditions 
detrimental to the maintenance of the minimum standard of living necessary 
for health, efficiency, and general well-being of workers.” 

And then it continued: 

“It is hereby declared to be the policy of this act * * * to correct and as 
rapidly as possible to eliminate the conditions above referred to.” 

That was in 1938. 

Not onlv has the law failed to “correct and as rapidly as possible to eliminate” 
these conditions; in some respects, the conditions are worse than ever. 

Tet’s look at facts. 

The original law established a minimum wage of 25 cents an hour, which was 
to go up to 30 cents an hour after 1 year. A minimum of 40 cents was to be 
compulsory by 1945. In the meanwhile, however, industry committees, created 
by the act, could set minimum rates higher than 30 cents. As a result of these 
committees, almost all industries had reached the 40-cent minimum by 1941. 

Since then there have been two further increases in the minimum, enacted 
by Congress. The first one, which took effect in 1950, set the figure at 75 cents 
an hour. The second one, which took effect in 1956, raised the minimvm to $1. 

If you just look at this record superficially, it seems reasonable. The mini- 
mum wage is four times as high as it was in 1988. That’s a 400 percent increase; 
so what are we complaining about? 

We're complaining because percentages don’t buy groceries. No matter what 
the percentages say, the dollars-and-cents record tells a different story. 

When the 25-cent minimum went into effect, the average earnings in American 
industry were 63 cents an hour. So there was a difference of 38 cents at that 


time, with the likelihood that the gap would be narrowed by the built-in escalator 
system in the law. 
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Today, with the minimum at $1, the average manufacturing industrial wage 
is $2.20, a difference of $1.20 an hour. 

Take more recent figures and the story is even worse: 

When the 75-cent minimum became effective in 1950, average manufacturing 
wages were $1.46. So in the last 9 years, average wages have gone up 75 cents 
an hour, but the minimum wage has gone up only 25 cents an hour. 

In the last 3 years, the average factory wage has gone up nearly 25 cents an 
hour—while the legal minimum has been frozen. 

We have been discussing differentials, and I want to return to that side of 
the matter in a few moments. Let us look at $1 an hour in the absolute sense. 

The most important fact to the worker who gets $1 an hour is not that some 
other fellow gets more: it is the fact that $1 an hour is not enough to live on. 
It is not an American living wage. 

We could give your committee all sorts of statistics to prove the point— 
studies by the Federal Government, studies by State governments, studies by 
welfare agencies. But I think the only thing that is needed is for you to look 
at your own lives, and ask yourself how you would get along on $1 an hour, 
$40 a week before taxes. 

These $1l-an-hour workers aren’t just high school kids, or housewives picking 
up pin money. They include a full quota of family heads, married men with 
children. 

Inadequate as the $1 is, it is relatively the sunny part of the picture. For 20 
million American workers the Wage-Hour Act might as well not exist—because 
they are excluded from its protections. 

These workers aren’t even assured of $1 an hour—and millions of them get 
less. 

They have no legal guarantee of overtime pay—and many thousands of them 
work long workweeks at less than $1 an hour with no premium pay for overtime 
above 40 hours a week. 

Apparently Congress accepted the contention that 20 million Americans aren’t 
worth $1 an hour, or are not entitled to overtime pay, or that our economy 
cannot afford to include them in the act’s protection. 

We don’t believe any human being anywhere in the world, and especially 
not in this country, should be expected to work for a wage that’s too small to 
feed him and clothe him and shelter him. We cannot afford to allow the con- 
tinuance of such sweatshop conditions. 

Wages—hourly earnings—they are a bread-and-butter issue, a life-and-death 
issue, to workers at the lower end of the economic scale. But, when we con- 
sider where they stand in our society as a whole, when we consider their rela- 
tive position, wages are only a part of the story. 

Over the last 9 years, the years in which average hourly earnings went 
up more than 75 cents an hour, and the minimum wage went up only 25 cents 
an hour, there have been many other developments in the lives of our Nation's 
factory workers. 

These years have seen the establishment of company-paid pension programs, 
to supplement social security. They have seen the general acceptance of paid 
holidays and paid vacations, never before enjoyed by the typical hourly-paid 
workers. They have seen the spread of social insurance covering hospitaliza- 
tion, medical care, weekly sickness, and accident benefits, partly or entirely 
paid for by the employer. 

We are proud that the UAW has pioneered in winning many of these gains. 
Yet we have not lost sight of the fact that many or most of them have not 
been shared by the workers whose sole measure of protection is the Federal 
minimum wage. 

The differentials between organized, relatively high paid workers and low 
paid and often unorganized workers, both in wages and in other benefits, are 
apt to grow greater from year to year. 

These are the basic facts, the circumstances that confront these lowest- 
paid workers. They can be summed up this way: 

1. The workers who depend for protection on the Wage-Hour Act, or who 
don’t even have that much protection, do not earn enough, no matter how 
hard they work, to cover the basic necessities of life. 

2. Over the years, these workers at the bottom of the economic ladder have 
found themselves farther and farther behind their fellow citizens who enjoy 


the normally accepted conditions of workers in the United States. 
Why do we care? 
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Certainly we in the UAW are not directly concerned, in our own pay en- 
velopes, by an increase in the Federal minimum wage from $1 to $1.25. We 
have our share of troubles, but wages of less than $1.25 are not one of them. 
Like most of the unions in America, at least in heavy industry, few if any 
of our members would benefit directly in higher wages. We have negotiated 
through our union contracts a wage structure that in most cases in the UAW is 
above $2 an hour. 

On the surface, these low-paid workers might seem to mean very little to us 
in the UAW. On the surface, they may seem to mean very little to other 
Americans who have secured jobs, or who are in business or in the pro- 
fessions. 

One definition of a fellow who’s getting along all right is a fellow who com- 
plains about his income tax. On that basis, most of us are doing pretty well. 

But these other Americans, the ones who don’t have to worry about their 
income tax, do in fact concern us. 

They concern us economically, and they concern us morally. They concern us 
because of our need for a healthy, prosperous economy at home; and they 
concern us in our struggle for the cause of freedom and democracy in the world. 

The whole foundation of prosperity in this country is the ability of our people 
to consume what they produce. That’s a basic, established fact, proved over and 
over again. 

We can make the most wonderful labor-saving devices in the world, that will 
turn out more yards of cloth a second, and more television tubes and more 
washing machines—but the more we turn out, the more we have to sell. 

Now the big corporations, the industrial giants in most of our basic industries, 
think they’ve got this problem licked. They think they’ve licked it through 
administered prices. They think they’ve found a way to make money even 
though they only operate at half their capacity. 

That explains what has happened in our economy, in the past few years. If 
you just look at profits, we have recovered from the recession. But if you look at 
unemployment we're still in trouble, deep trouble. 

We're still in trouble because millions of workers—including the workers who 
would be helped by a realistic minimum wage law—can’t buy the goods they 
want and need. Because they can’t buy enough, other workers, including higher- 
paid workers, are laid off. And that’s the classic way to start a depression. 

We point to our standard of living, to the material possessions enjoyed by our 
people as a whole, and we say to the rest of the world, “This is a free society ; 
these are the rewards of enlightened democracy ; join with us, and you can have 
them, too.” 

But the people of Asia and Africa, the uncommitted peoples, those who have 
suffered for generations from colonialism and exploitation, are not impressed 
because some Americans, or most Americans, are prosperous and well fed and 
well housed. They want to know the status of the poorest among us—the ones 
with whom they identify themselves. 

The most powerful propaganda weapon of world communism is its claim that 
every worker, under a Communist system, is employed; that every worker has 
enough to eat, enough to wear, a place to live. 

You and I know this is a false claim. We know that there are class distinctions 
in Russia that are as great or greater than ours. We know that the poverty 
in the Communist states—the economic poverty, quite aside from the moral 
poverty—is far worse than the worst in America. But that’s not enough. 

It is not enough for us to be almost true to our goal of a good life. It is not 
enough for us to be only part of what we claim. We must clean up our own 
sore spots, correct our own weaknesses, and prove that, when we fall short of 
economic and social justice, we have the will and the means to mend our ways. 

Some of these sore spots, some of these weaknesses, are not easy to wipe out. 
We in the labor movement don’t have a pat formula for all of them. But one 
your committee is dealing with is one for which the solution is obvious. 

We could go on to other ways in which these low-wage workers cost us money— 
the cost of supplementary relief, the public health costs, the cost of slum clear- 
ance, and all the rest. 

But the dollars-and-cents arguments, even though they’re important, are 
secondary. 

What’s more important is the moral issue. How can we as a people justify a 
situation in which millions of our fellow citizens are forced to work for less than 
a living wage? 
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We accept the principle that unemployment compensation benefits ought to be 
adequate; even our opponents, even the reactionaries, or most of them, agree 
on that. They may set a lower figure on what constitutes an adequate payment, 
but they don’t argue for starvation as such. 

Why don’t employed workers deserve the same consideration? 

How can we say, on the one hand, that a family of four on home relief, on the 
ragged edge of subsistence, needs more than $2,000 a year—and that’s the figure 
jn many cities—when we pay less to employed workers who are the breadwinners 
for such families? 

We can’t say it; not in the kind of America we want. 

And finally. consider for a moment how these conditions affect our standing in 
the eyes of the world. 

We are the leaders in a global struggle against Communist tyranny and impe- 
rialism. We are the showcase of democracy; the one great Nation on earth 
which—we say—proves that men can have both bread and freedom. 

Congress now has before it a bill that would do at least a part of the job— 
the Kennedy-Morse-Roosevelt bill. It would raise the minimum wage to $1.25 
an hour; and it would extend the protection of the law to 7% million more 
workers. 

If there’s anything to be said against this bill, it’s the modesty of its objectives. 
These underpaid workers have waited much too long; the time to begin helping 
them is long overdue. 

If we fail to do even this much; if we fail to take this first step toward the 
relief of these millions of workers in our Nation, we will pay a heavy price at 
home and in the eyes of the world. 

We urge you to report S. 1046 favorably as speedily as possible without weak- 
ening amendment and to press for early passage by the Senate and in the House, 
so that it may be made law before adjournment of the first session of the 86th 
Congress. 





































STATEMENT OF MAx RITTENBAUM, CHAIRMAN, WAGE AND Hour COMMITTEE, THE 
SANITARY INSTITUTE OF AMERICA, CHICAGO, ILL, 










Honorable Chairman and members of the committee, the testimony presented 
herein reflects the views not only of my own firm, Rittenbaum Bros. of Atlanta, 
Ga., but also of 110 firms engaged in the laundering and processing of industrial 
wiping cloths who are members of the Sanitary Institute of America. 

The wiping cloths produced by these firms are sold both in intra-State com- 
merce and inter-State commerce to trade, industry, and Government agencies. 
In addition to the 110 members of our association, there are approximately 2 
other firms engaged in the same activity which are not members of our asso- 
ciation. Both association members and nonmembers, however, are governed 
by the provisions of sections 6 and 7 of the Fair Labor Standards Act. Each 
of these firms, therefore, must pay the minimum wage of $1 per hour and an 
additional 50 percent for hours in excess of 40 hours worked in any 1 week. 

The purpose of this statement is to make known to your committee and to 
place on record the position of members of the Sanitary Institute of America 
with respect to Senate bill 1046; more specifically concerning the following 
proposals (1) to expand coverage of the Wage and Hour Act so as to limit the 
present exemption now granted certain laundries, (2) to increase the minimum 
wage to $1.25. 

(1) Expansion of coverage of the act so as to limit the present laundry exemp- 
tion: Members of our association strongly endorse that portion of S. 1046 which 
amends the present exemption granted laundries to read as follows: 

“(3) (t) (8) Any enterprise where such employer has one or more establish- 
ments engaged in laundering, cleaning, or repairing clothes or fabrics if the 
annual gross volume of sales of such enterprise is not less than $250,000 or if 
the sales of such enterprise to customers who are engaged in a mining, manu- 
facturing, transportation, commercial, or communications business amount to 
at least 15 percent of the gross volume of sales or services of such enterprise.” 

The amendment quoted above is long overdue. 

The present exemption granted to certain laundries under the act as amended 
in 1949 creates exceedingly unfair conditions of competition for members of this 


association, all of whom are subject to the minimum wage and overtime provi- 
Sions of the FLSA. 
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The wiping cloth laundries or “processors” for whom I speak are, under the 
present Fair Labor Standards Act as amended in 1949, faced with competition 
from other laundries such as family laundries, linen supply laundries, or indus- 
trial laundries who have been granted a special exemption from sections 6 and 7 
of the act provided that their operations conform to certain standards. These 
laundries are granted exemption provided that “more than 50 percent of the 
establishment’s annual dollar volume of sales of such services is made within 
the State in which the establishment is located and provided that 75 percent 
of such establishment’s annual dollar volume of sales of such services is made 
to customers who are not engaged in a mining, manufacturing, transportation, or 
communications business.” (Paragraph 154, section 13, FLSA.) 

As a result of the exemption granted laundries meeting the above require- 
ments, it is obviously now possible for any laundry which does 51 percent of its 
business within the State and which makes 75 percent of its sales to customers 
who are not engaged in mining, manufacturing, transportation, or communica- 
tions business, still to do 25 percent of its annual volume of business through 
the sale of industrial wiping cloths either within or without the State in which 
the establishment is located without being required to conform to sections 6 
and 7 of the act. Since these laundries are not required by law to pay the $1 
minimum or overtime wages, they, of course, have a significant advantage in 
competing with wiping cloth laundries who are compelled under the law to con- 
form with sections 6 and 7 of the act. Laundries engaged in this practice are 
family laundries, linen supply laundries and industrial laundries, many of whom 
wash or rewash reclaimed rags or industrial towels for use as wiping materials 

It is the firm conviction of members of our association and of the wiping-cloth 
industry that the wage-hour law was not intended to create discriminatory con- 
ditions of competition in any industry. We are entirely in sympathy with the 
philosophy of minimum wages and maximum hours. We believe, however, that if 
we are to be bound by the wage and hour provisions of the act, that our com- 
petitors should also be so bound. 

Testimony of Herbert S. Stockney, research director of Laundry Workers In- 
ternational Union, AFL-CIO, submitted to the Senate Subcommittee on Labor 
on March 6, 1957, revealed that at that time 200,000 laundry workers were re 
ceiving less than $1 per hour, that in Galveston, Tex., laundry workers received 
as little as 62 cents an hour. (See pp. 374-375 of hearings before the Subcommit- 
tee on Labor, 85th Cong.) He reported an average minimum wage throughout the 
United States at 85 cents—ranging from as low as 60 cents upward. (See p. 378 
of hearings before 85th Cong.) 

From the above data, it becomes apparent that members of the wiping-cloth 
industry are faced with an insuperable handicap in competing with their exempt 
competitors. It is for this reason that we urgently recommend the approval of 
that part of S. 1046 which would limit the exemption granted laundries. It has 
been claimed by the various laundry associations that they are purely local in 
character and that their services are to the housewife rather than to industry 
and commerce. In answer to this argument, it should be noted that amendment 
of the laundry exemption as provided by S. 1046 still permits laundries to do 15 
percent of their volume of business with firms engaged in mining, manufacturing, 
transportation, commercial, or communications business without becoming sub- 
ject to the minimum wage or overtime provisions of the act. This would permit 
a family laundry doing an annual volume of business of $249,999 to still process 
and sell or rent industrial wiping cloths or towels to the extent of $37,500 an- 
nually. The 15 percent tolerance still permitted will more than amply cover the 
occasional sales or servicing of those laundries which are primarily local in 
character and engaged in the servicing of nonindustrial accounts. Those doing 
more than 15 percent of business to firms engaged in mining, manufacturing, 
transportation, or communications business, should, in all fairness, pay the same 
wages and overtime which are paid by wiping-cloth laundries with which they 
compete. 

It is our belief that one of the major purposes of S. 1046 is to eliminate the 
numerous loopholes which created injustices and unfair competition because 
certain firms are now covered by the act while their competitors are not. It was, 
we believe, to prevent such situations that S. 1046 defines “activity affecting com- 
merce” as follows: “ ‘Activity affecting commerce’ includes any activity in com- 
merce, necessary to commerce, or competing with any activity in commerce or 
where the payment of wages at rates below those prescribed by this Act, or the 
employment of child labor prohibited by this Act, burdens or obstructs or tends 
to burden or obstruct commerce or the free flow of commerce.” 
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If the spirit of this definition were carried through to its logical conclusion 
and applied to the laundry industry, no laundry competing with wiping-cloth laun- 
dries (which are engaged in commerce) would be granted exemption from the 
act. It is not our intention or desire, however, to seek denial of the exemption 
to those laundries engaged almost exclusively in servicing householders. The 
15 percent maximum of sales permissible to firms engaged in a mining, manufac- 
turing, transportation, commercial, or communications business is a fair and 
reasonable tolerance. 

In the interest of equity and fair play, we again urge you to support passage 
of that section of S. 1046 which limits the present unfair exemption granted to 
laundries. 

PROPOSAL TO RAISE THE PRESENT $1 MINIMUM WAGE 


S. 1046 proposes that the present minimum wage of $1 hourly provided by the 
act be increased to $1.25 hourly. Members of the Sanitary Institute of America 
are irrevocably opposed to any increase in the present $1 minimum wage. 

Our reasons: If the minimum wage were to be increased without at the same 
time expanding coverage so as to include laundries now exempt, it should be 
manifest that the wiping-cloth industry could not survive. ‘This statement is 
made advisedly in the conviction that an increase in the minimum wage to $1.25 
hourly would inevitably result in higher prices for products of our industry with 
the result that the markets which we now serve would be taken over completely 
by exempt laundries or by Japanese products. 

With respect to wiping-cloth competition from Japan, I should at this time 
like to quote figures published by the U.S. Department of Commerce, Bureau of 
Census, showing the increased imports of Japanese wiping cloths during the 
past 6 years. 


Imports of rags from Japan (classification 3227100), cotton rags not including 


paperstock, 1952-58, from reports of U.S. Department of Foreign and Domestic 
Commerce, Bureau of Census 


| 
| Net quantity Net quantity | Value 


(pounds) 


$131, 120 || 19: 2, 207, 950 | $278, 932 
184, 383 || 1957 014, 941 | 7, 743 
108, 429 | , 664, 058 | 550, 717 
226, 305 | 


It is apparent from an examination of the above table that importation of 
Japanese wiping cloths has multiplied fivefold within the past 6 years. To the 
extent that these products have supplanted products of the domestic wiping- 
cloth industry, American workers have been removed from the payrolls of our 
own wiping-cloth producers, thus contributing to our present 4,750,000 unem- 
ployed. This encroachment on markets of the domestic industry has resulted 
solely because of the fact that while domestic producers are legally obliged 
to pay the least efficient worker a minimum wage of ’$1 hourly, Japanese textile 
workers may be employed for 37 yen (914 cents) per hour. This is the hourly 
wage for female workers in the Japanese textile industry as reported by the 
United Nations International Labor Organization in 1958. 

Our domestic industry has so far survived, but another increase of the mini- 
mum wage would unquestionably result in increased unemployment in our own 
ranks. We simply could not, under such increased costs, compete with the 
unbridled competition of Japanese products produced by 914-cent hourly 
workers. 

Even more urgent reasons for our opposition are based on principles of sound 
economics and in consideration of the inflationary effect of such an increase 
upon the country as a whole. A higher minimum in any amount will tend 
to push up wages all along the line as each group of workers in turn insists on 
maintaining its differential. The net result would be only to add fuel to the 
fires of inflation. 

With respect to any increase, our members are in complete agreement with 
the present administration. On March i3, 1959, Secretary of Labor Mitchell 
expressed opposition of the administration to any incvease in the present $1 
minimum declaring another boost “would do more harm than good.” He de 
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clared that the additional increase would throw more people out of work, reduce 
job opportunities, and possibly cause price increases. While Mr. Mitchell rec- 
ommended increased coverage of the act, he said that the changes of such 
extension “would be jeoparidized by an effort at the same time to raise the 
minimum wage for workers already covered by the act.” 

We wholeheartedly concur with the opinions expressed by Mr. Mitchell. This 
concurrence is based on the deep conviction that the Nation has taken all of 
the inflation it can take without resulting disaster. 

We urge, therefore, that the present $1 minimum remain unchanged. 

These views are respectfully submitted this 27th day of April 1959, with 
the request that they be made a part of the record of hearings before the Sub- 
committee on Labor. 


STATEMENT OF ALEX ROSE, PRESIDENT, UNITED HATTERS, CAP, & MILLINERY 
WORKERS INTERNATIONAL UNION 


I would like to thank the committee for this opportunity to express my views 
on the Kennedy-Morse-Roosevelt minimum wage bill, 8. 1046. I regret being 
unable to appear personally before the committee but, on behalf of the United 
Hatters, Cap, & Millinery Workers International Union, I will try to present 
briefly my views on the bill’s relation to the headwear industries and on our 
general position with respect to such legislation. 

On both moral and economic grounds, I feel that passage of S. 1046 is neces- 
sary. While these basic motives have been expressed previously, with convic- 
tion and eloquence, they can surely bear repetition. The economic stability and 
progress of our Nation, the sincerity of the face we present to the world, and 
particularly to newly developing or neutral nations, and our adherence to 
principles of social morality and justice, will all be deeply affected by the fate 
of this legislation. 

While the 7% million of workers who would gain coverage, and additional 
millions who, though covered, earn less than $1.25, would benefit most directly 
by passage of S. 1046, the Nation as a whole would also be a beneficiary. The 
additional income of low-paid workers would represent increased purchasing 
power, essential to the economic health of our country. It has been shown 
again and again that without broadly based increases in purchasing power, 
the rising productivity of labor and the ever-accelerating advances in technol- 
ogy will lead to glutted markets, create unemployment, prolong the effects of 
the recent recession, and lay the basis for future and even worse recessions. 

Despite the stubborn revival of invalidated arguments, based on the assump- 
tion that higher minimums would contribute to inflation, it sems self-evident 
that the workers who would gain directly by greater coverage and the $1.25 mini- 
mum would use their added income not for inflationary spending but for such 


bare essentials as food and clothing, which have had a relatively minor share | 


if any, in recent living cost increases. 

It is also apparent, considering the continuation of mass unemployment while 
industry enjoys a profit boom and millions suffer severe deprivation, that in- 
creased demand is needed to absorb increased production and put men back to 
work, and that it can do this without necessarily resulting in higher prices or 
the almost synonymous higher profits. 

It has also been repeatedly shown, in part by reports of our own governmental 
agencies, that the higher minimum would not act as a lever to wages above the 
$1.25 level to any appreciable extent, and that increases in the minimum wage 
generally tend to narrow the total range of wages rather than boost existing high 
wages still higher. 

The influence and the good will accorded to our Nation abroad is partially 
based on our tradition of concern for the underdog and our demonstration of 
the success of a free competitive economy in providing a high standard of living 
for all. The peoples of other nations, and especially those of the underdeveloped 
and “uncommitted” countries of Asia and Africa, will not judge the sincerity of 
our claims and intentions by the welfare of the rich, but by our concern for the 
poorest among us. We cannot insist that our Nation is unable to “afford” a 
subsistence wage for millions of American workers and still expect such foreign 
nations to believe in the American symbol. 

Above all, I feel that we must consider the effects on our own national con- 
science. The cynicism and apathy with regard to our national character and 
political life which now flourish, particularly among young people, doubtless 
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have many causes. But one of them is the partisan political disposal of meas- 
ures to protect and aid those whose needs are most urgent and whose political 
influence is smallest—our “depressed class,” the members of our national society 
who are economically exploited, who are generally unorganized, and who do not 
have the opportunity to help themselves by education, unionization, relocation 
or other means. Callous neglect of this group has been justified in the past by 
the claim that any action on their behalf will constitute undue governmental in- 
terference with some other vested power, or will unbalance our budget, or by 
simply denying its existence. We cannot, in conscience, afford to continue to 
make such excuses. The time for honest concern and action is long overdue. 

Many studies have shown that a $1 minimum is totally inadequate to provide 
a decent life for a family or even an individual worker. I doubt that any man 
has defended a $40 wage for a 40-hour week as “adequate”; those who oppose 
the $1.25 minimum have probably had the delicacy to avoid this issue. But 
permit us a brief examination of this $40 wage in the light of simple conscience 
and common sense. 

Let us suppose that our hypothetical $40-week worker has one job, (although 
many necessarily hold two), one child, (although the statistical average is 
greater), and his wife stays home, (although millions must go to work, with 
inestimable damage to the younger generation). At what cost shall we estimate 
shelter? The barest minimum in an urban community would be approximately 
$15 per week. Food for a family of three may be estimated at $18 per week. 
(The cost of this item for a family of four, according to the U.S. Department of 
Labor's “City Workers Family Budget” is $28 per week.) In most cases, public 
transportation to and from work would run about $1.50 per week. The total is 
already at $34.50 per week, with $5.50 remaining for taxes, clothing, household 
items and furniture, medical care, education, and everything else. 

I submit that no one can justify this immorality on any grounds. There is 
a well-known statistic developed by the U.S. Department of Labor as a key to 
the income needed by a family of four—$2.25 an hour. But I would urge the 
committee to consider in its deliberations not our distance from this “ideal,” but 
the extra food our hypothetical worker could buy with an extra 25 cents an hour. 

Everything that we have stated above with reference to workers covered by 
the Fair Labor Standards Act but earning less than $1.25 per hour holds doubly 
true for those not covered. The Kennedy-Morse-Roosevelt bill proposes coverage 
for only 714 million of the 20 million who are not presently covered. These 7% 
million, as has been shown in detail by others appearing before this committee, 
are employed by concerns and industries that can well afford to pay them $1.25 
an hour. 

In the headwear industries, we estimate that the $1.25 minimum would affect 
less than 5 percent of the production workers. The great bulk of these indus- 
tries are unionized, and union wages in almost all cases are far above the $1.25 
per hour level. More than half of all workers in the trade are employed in 
millinery, which is more than 95 percent unionized, and in which the average 
hourly earnings (including the nonunion fraction) were $1.82 in 1958. (In New 
York City, which is totally organized, average hourly earnings in millinery were 
$2.21.) In the men’s hat industry, which is 80-85 percent unionized, the na- 
tional average was $1.65 in 1958. 

Here, the nonunion fraction does exert a downward pull on the average, since 
some wages in the unorganized shops are at or barely above the Federal floor. 
Additional evidence of the gap between union and nonunion pay in men’s hats 
comes from the Hat Institute of America, which estimates earnings in the fur 
felt branch of the industry at between $1.80 (finishing shops) and $2.11 (rough 
hat shops). The fur felt branch is very largely organized. Almost all the non- 
union shops are in the wool felt branch where earnings are considerably lower. 
In the cap industry, average hourly earnings in the largest union market were 
approximately $1.75 in 1958. Here again, the nonunion shops frequently pay $1 
an hour or only slightly more. 

The large gap between union and nonunion wages in our trades contributes to 
industrial instability, runaway shops, destructive effects of Government pro- 
curement policy and other damage to both management and worker progress. 
The constant struggle of our union, and others in the garment trades, to keep 
established employers from moving to low-wage areas in search of cheaper 
labor, and abandoning skilled, experienced workers and their communities, 
would be somewhat eased if the minimum were raised to $1.25 and more workers 
were protected by it. Government contracts in the cap industry which now 
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often go to the most irresponsible and inexperienced employers, simply because 
they promise cheapness, might be more accessible to the experienced and quali- 
fied unionized sector. 

This change would be an aid to the procurement agencies themselves, since the 
promised cheapness frequently turns out to be very costly. Delays, errors, and 
general incapacity in fulfilling contract requirements properly sometimes appear 
to be the rule rather than the exception. 

The Kennedy-Morse-Roosevelt bill would aid the headwear industries in still 
another way. By raising the Puerto Rican minimums the same amount as 
meainiand minimum are increased, the bill would help stop the exploitation of 
Puerto Rican workers by runaway mainland employers and would aid island 
workers in reaching a fair wage level relative to that existing here. 

For all of the reasons I have outlined, we in the United Hatters, Cap, and 
Millinery Workers International Union consider the Kennedy-Morse-Roosevelt 
bill one of the most vital measures before the present Congress, and urge its 
approval by the committee, and its prompt enactment into law. 


STATEMENT BY Harotp O. SmitH, Jr., EXECUTIVE VICE PRESIDENT, UNITED STATES 
WHOLESALE Grocers’ ASSOCIATIONS, INC. 


The United States Wholesale Grocers’ Associations, Inc., a national trade asso- 
ciation of independent food and grocery distributors, with headquarters in Wash- 
ington, D.C., respectfully opposes the bill S. 1046 to amend the Fair Labor Stand- 
ards Act. 

We particularly oppose— 

1. Those provisions of the bill which would in effect place within the gen- 
eral coverage of the act all of the employees of any business or affiliated group 
of businesses (other than retail, service. or several other specified types of 
businesses) having annual sales of $50,000 or more. 

2. Those provisions which would in effect place within the general coverage 
of the act all the employees of anv retail business or affiliated group of retail 
businesses with annual sales of $500,000 or more. 

3. The elimination of the present exemption of truckdrivers, drivers’ 
helpers, loaders, and mechanics from the 40-hour overtime premium pay 
requirement, now provided in section 13(b) (1) of the act. 

4. The increase in the minimum hourly wage rate to $1.25, instead of the 
present $1. 

A close study of the complicated coverage provisions of the bill shows that in 
essence they would make the changes summarized in paragraphs 1 and 2 above, 
thus in practical effect (except, no doubt temporarily, as to retail, service, and 
the several other specified types of businesses) making the coverage of the Fed- 
eral law all inclusive of all businesses, large and small, interstate and local. 

We object in principle and for practical reasons to such a virtually unlimited 
extension of centralized power and regulation, obliterating any distinction be- 
tween national and State and local jurisdiction, contrary to our Federal system 
of national and local governments. 

The bad effects and far-reaching implications of the Government in Washington 
moving so completely into reguation and control of local activities is a matter 
of grave concern to us both from the standpoint of the local wholesale grocer and 
that of his retailer customers. As to the $500,000 annual sales limitation which 
the bill would place on the retail exemption, it would be discriminatory and 
unfair immediately. and we have no illusions as to its being progressively reduced, 
once it had been established. 

We urge that the exemption from overtime pay for truckdrivers and related 
employees be retained in the act. Drivers and their helpers are the most impor- 
tant of such motor employees to the business of the wholesale grocer. While the 
driver and his helper are performing their duties, they, like the outside salesman, 
are away from their employer’s place of business and operate without direct 
employer supervision when so occupied. 

Delivery drivers employed by wholesale grocers are engaged in what has been 
called multiple-stock, diminishing-load operations, which would be especially 
hard to regulate as to time. 

The elimination of that exemption would raise serious operating problems for 
wholesale grocers. 
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As to the proposed 25-percent increase in the minimum hourly wage rate, that 
would have drastic and disruptive effects on wholesale grocery businesses and 
employment in many areas. 

Wholesale grocers operate on such narrow margins of net profit that it may be 
fairly said that any decrease in net profit is more than likely to be extremely 
serious. 

According to our annual “Survey of Wholesale Grocers’ Profit and Loss Fig- 
ares,” their annual net profit as a percentage of sales before income taxes was 
1.42 percent in 1955 and 1.3 percent in 1957, a very thin margin indeed. (No 
survey made for years 1956 and 1958.) 

Most of the wholesale grocers who have written to our association headquar- 
ters regarding the bill say that its practical effect would be to necessitate raising 
prices of food and grocery products, and many indicate more serious adverse 
effect on business and employment. 

A wholesale grocer in Virginia, for example, says: “It would mean that we 
could not operate as We are now operating. On such basis, would actually oper- 
ate at a loss. It would be inflationary and certainly force us to reduce our 
present labor force.” 

Another in Massachusetts says: “Our margin of profit is so low now that it is 
almost impossible to exist under present wage rate. If $1.25 per hour became 
the minimum those getting over that rate would demand proportional raises. 
In view of the large chainstore competition we must sell as close as possible 
(2 percent above cost in most cases). Large salary increases could put us and 
more small retailers out of business.” 

Another in Pennsylvania says: “We now pay all our male workers more than 
$1.25 per hour with time and half over 40 hours. Any increase which would apply 
to our female workers would be inflationary. The wholesale grocer is already 
being squeezed to the point that many of them are going out of business. Any 
increase for the wholesaler means higher costs for the retailer and the con- 
sumer. We are opposed to time and half for overtime. We think it much 
better to pay a higher rate for straight time and no overtime rate. We have 
operated in the red for the past 3 years and if it happens this year we will 
discontinue.” 

Another in Georgia says: “I think that it would almost put all of the small 
county wholesalers out of business. You are well aware of the fact that the 
most of the national manufacturers are putting quantity purchase out of the 
reach of most small jobbers. Just recently three of them jumped minimum 
shipments from 50 to 100 cases. When we have to purchase at the highest 
levels you can see we have to absorb the difference to meet competition. If 
we have to raise wages 25 percent in addition to this I do not see how we can 
operate any way but at a loss. This would mean the loss of jobs from 8 to 10 
people on the average as this is the amount of persons employed by ourselves 
and the majority of the small jobbers that I know.” 

Another says: “In Georgia, a majority of the wholesale grocers are what is 
known as small wholesalers. In our opinion the effect of the above would put a 
large percentage of these small wholesalers out of business. Due to increased 
competition from the chainstores and co-ops it is doubtful if the extra labor 
cost could be passed on to the retailers. We consider ourselves as one of the 
more progressive small wholesalers in our section of the State, but such an 
increase in labor cost would amount to as much or more than our net profit 
before taxes.” 

Another in South Dakota says: “It would mean that we would have to drop 
some employees as we could not stand the added cost.” 

Another in Virginia says: “This increase would amount to more money than 
our net profit has been for the past several years and also our anticipated net 
profit in the immediate future. If this legislation is enacted there would be 
no alternative for us other than arrange to accomplish the same work with 
fewer employees. The wholesale grocer’s gross profit is among the lowest of any 
industry and competition the keenest.” 

One in Colorado says: “This would cause the elimination of this concern 
from the business entirely. We would be forced to discontinue.” 

One in Texas says: “We think that this $1.25 straight time would affect our 
entire industry here in the Southwest to the extent that some wholesalers would 
g0 out of business.” 

One in Louisiana says: “We would have to discontinue a lot of territory. We 


would have to reduce our force because of the territory we would be unable to 
work.” 
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One in Tennessee says: “We think that to raise the rate from $1 to $1.25 
per hour which is a 25-percent increase, would practically ruin all wholesale 
grocery business in the South. About all that wholesalers can show now is 
their cash discount as it takes all other profit to pay salaries and deliveries.” 
Another in Georgia says: “We have found in the past that we must raise our 
employees in all categories when the minimum is raised. Less service to our 
customers, thereby reducing payroll, might help us to absorb part of this general 
wage increase.” 
One in South Carolina says: “I think it would put more than one-half of 
wholesale grocers out of business in the Southeast.” 
We strongly urge that the bill not be enacted. 
















STATEMENT BY THE SOUTHERN PINE INDUSTRY COMMITTEE 





The Southern Pine Industry Committee, with headquarters in New Orleans, 
La., is an agency created by the industry, and supported voluntarily by the 
members thereof, irrespective of affiliation with any trade association or group, 
and represents every known manufacturer on legislation which involves the 
economy of the industry as a whole. 

Southern pine lumber and timber products are widely used in the construction 
program of the Nation, and represent approximately 23 percent of all the con- 
struction lumber employed in the building of homes and other structures in 
the United States. The product is produced in commercial quantities in the 
12 States of Virginia, North Carolina, South Carolina, Georgia, Florida, Ala- 
bama, Arkansas, Mississippi, Louisiana, Texas, Oklahoma, and Tennessee. 

The congressional representation of these States numbers 24 Senators and 
112 members of the House of Representatives, who in turn have a constituency 
of approximately 250,000 part-time and full-time workers whose gainful employ- 
ment originates at some 24,000 operations. The vast majority of these em- 
ployers, 98 percent, met the definition of small business (see exhibit A), as 
defined by the Small Business Administration of the United States Government. 
The annual payroll of all the southern pine manufacturing operations amounts 
to more than $500 million. 

Each year, the Southern Pine Industry Committee, through official notice in 
bulletin form, and in the trade press, invites all known manufacturers to at- 
tend a mass meeting in New Orleans for the purpose of reviewing policy on 
matters dealing with national legislation affecting the welfare of the industry, 
and for the purpose of discussing an established policy with respect to national 
legislation. The last meeting of this kind was held in New Orleans, La., on 
April 14, 1959, at which time the industry reaffirmed its policy with respect to 
the Fair Labor Standards Act, to wit: 

That wage regulation by law is not a proper function of the Federal 
Government ; 

That an increase in the present minimum wage will adversely affect the 
economie well-being of our industry : and 

That the southern pine manufacturing industry unalterably opposes any 
increase in the statutory minimum wage of $1 per hour: and 

That the southern pine lumber manufacturing industry is unequivocably 
opposed to any extension of coverage of the act; and 

That the southern pine lumber manufacturing industry is opposed to the 
removal of any present exemptions; and 

That the lumber manufacturing industry declares that the responsibility 
ef any dislocation in the South’s economy rests on the shoulders of the 
Members of Congress should they succeed in increasing the minimum wage 
or in subjecting other elements of the economy to the burdensome tasks of 
complying with the artificial devices of the mandatory Federal regulation. 

For the record, and for the benefit of those members of the Senate Commit- 
tee on Education and Labor whose experience with the Fair Labor Standards 
Act may not go back to the beginning, it should be stated that the position of 
the Southern Pine Industry Committee with respect to the Fair Labor Stand- 
ards Act of 1938 has been consistently opposed to legislation of this type. 

Through spokesmen and statements before various hearings of your Senate 
committee, the position of the southern pine manufacturing industry has been 
expressed. In all of these previous appearances and statements, attention was 
called to the economic conditions of the industry, and why a legislated minimum 
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wage and regulations governing the hours of work handicap the multipurpose 
of the industry itself, namely, to provide an essential building material in times 
of peace and war, and to provide Maximum employment to full- and part-time 
employees. 

In the past, studies by the Bureau of Labor Statistics on the effects of the 
Federal minimum wage on southern industry has been used by the Labor Com- 
mittees and subcommittees thereof in both the Senate and the House. 

From the BLS Report No. 130 titled “Studies of the Effects of the $1 Min- 
imum Wage, Wage Structure, Southern Sawmills, April 1957,” the following 
extracts are here recorded as they relate to southern sawmills: 

“Employment declined about 3 percent between the 1955 and 1956 pay periods 
studied and 12 percent during the following year. Much of this decline appears 
to be part of a long-run decline in the industry, but some evidence suggests 
that part of the decline may be attributed to the $1 minimum wage.” 

It must be emphasized that only establishments employing 8 or more workers 
were included in the study. On page 34 a table shows that only 314 sawmills 
in the South (8S or more employees) were actually studied and they employed 
28,502 workers in April 1957. From this sample BLS estimated that 4,236 
establishments employing 127,343 workers were in the industry at that time. 
The Bureau of the Census estimated the total number of mills in the South 
in 1954 to be 24,068, while employment in the industry is estimated at 250,000. 
The thousands of really small mills, the ones most likely to be hardest hit, were 
not considered by BLS. However, they state that two-thirds of the mills 
studied were stationary and one-third were of the portable type. 

In connection with the study the Southern Pine Industry Committee made 
known to the BLS its opinion that the limited study could not be regarded as 
conclusive because as noted above, the thousands of really small mills, the ones 
most likely to be hardest hit, were not considered by BLS. 

The BLS report of April 1957 continues : 

“From approximately 196,500 production workers in September—October 1946, 
sawmill employment declined to about 117,447 by April 1957—«a drop of 40 percent. 
Except for the period between 1950 and 1953 when employment was apparently 
sustained by Korean hostilities, the decline was continuous and increasing in 
terms of comparable units of time. The Bureau surveys also indicated that the 
number of plants estimated to have 8 or more workers declined during this 10\%4- 
year period from 5,625 to 4,.236—a drop of about one-fourth.” [Italies ours.] 

The BLS report made observations about dislocations that occurred between 
April of 1956 and April of 1957, of which the following is significant : 

“Approximately 4 percent of the sawmills which were operating in the fall of 
1955 were not operating in April 1956, and 19 percent of the mills operating 
in April 1956 were not operating in April 1957. The loss of these mills accounted 
for a substantial proportion of the employment decline.” 

The effect of the $1 minimum wage between 1956 and 1957 was also touched 
upon in the BLS report of April 1957 as follows: 

“Between January 1956 and April 1957 (which included the periods of imme- 
diate reaction to the $1 minimum and of longer-run review), about three-fourths 
of the. sawmillers reported some discharges. No precise data are available 
about the extent to which the $1 minimum wage contributed to the decline in 
employment, but about one-fifth of the employers who reported discharges attrib- 
uted some of those discharges to the higher minimum. Few employers reported 
new hires to replace those discharged because of the $1 minimum. Thus, most 
of the discharge ascribed directly to the minimum wage contributed somewhat 
to the aggregate employment decline.” 

Your committee should be reminded that more than 68 percent of the approxi- 
mately 7 billion feet of southern pine lumber produced in 1957 and 1958, originated 
at operations that are classified as “small” or less than 5 million board feet of 
lumber each, according to the U.S. Census Bureau. (See exhibit A.) Southern 
Pine lumber competes with that of the Pacific Northwest whose wage scales are 
approximately twice the prevailing minimum in the southern pine industry. This 
wide disparity is explainable. The timber stands in the concentrated areas of 
production on the west coast are denser; the trees are 10 times larger on the 
average and the degree of mechanization, on the whole, is much greater. This 
means that the number of skilled workers in the Pacific Northwest are propor- 
tionately greater than they are in the South. Asa matter of fact, approximately 
70 percent of workers in the southern lumber industry are classified as ‘‘un- 
skilled” as compared to only 12 percent in the Pacific coast region. 
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Past studies by the Government and by the industry have revealed that the 
man-hour requirements to produce 1,000 feet of lumber are 3 to 1 for the South 
versus the west coast. This is easy to understand when it is considered that 
the average Douglas fir log contains approximately 700 board feet versus an 
average of less than 70 for southern pine. 

At the hearings before your committee in 1955, a statement was submitted 
urging a careful study by the Congress of economic conditions obtaining in the 
southern pine industry before imposing a higher legal minimum. This was 
suggested for two reasons: (1) To demonstrate the impact of a higher fixed legal 
minimum on a southern industry that is predominantly small business; and (2) 
to be aware of what might happen to many operations that could not afford a 
higher minimum wage, much less the inevitable adjustments that would have to 
be provided for in the higher scales of pay. 

Proponents of a higher minimum contended in 1955 that witnesses for the 
southern pine lumber manufacturing industry had “made the same claims for 
years whenever a higher minimum was proposed.” These proponents discounted 
completely the fact that when previous increases to 40 cents an hour, and then 
to 75 cents an hour, were granted, our country was involved in a wartime 
economy, and that we did not relish this type of relief a third time. 

Our statement in 1955 before your committee asked whether your committee, 
or the Congress, had the benefit of an economic study that would throw light 
upon the effect of a higher minimum wage upon the Nation’s economic struc- 
ture; on customary wage differentials; or upon higher prices—and how a higher 
legal minimum would affect small businesses and to force some of them to shut 
down. 

These questions were sincerely posed then, and are repeated again, because the 
fate of many southern pine operators—and many other small businesses—hang 
in the balance. 

Shortly after the $1 Federal minimum wage became effective in March 1956, and 
continuing thereafter, we have endeavored to document the number of sawmill 
operations that have gone out of business, and the reasons therefor. The pro- 
cedure involved in this survey was not easy, due to the difficulty of maintaining 
a line of communication with the smaller type operator. Nevertheless, we were 
able to develop some information that should be of specific interest to this 
committee. 

The procedure involved in developing this information consisted of a letter 
directed to companies who were reported to be going out of business, or had shut 
down. A questionnaire was forwarded to them with the request that they 
furnish information such as name of the operation; address ; annual production; 
number of employees; weekly payroll; and the amount of investment dollarwise. 
The question was also asked regarding the reason for shutdown. 

Most of the letters mailed to companies that had been reported as either going 
out of business or having shut down, were undelivered and returned to the head- 
quarters office of the Southern Pine Industry Committee with the notation that 
they “had moved—left no address.” 

However, usable returns were received from 52 companies located in 11 of the 
12 producing States and reported that they had closed down. The number of 
employees employed at these 52 companies were 2,752. The weekly payroll 
amounted to $121,412; total amount of investment for these 52 companies was 
$5,809,000. The annual production of these 52 mills amounted to 251,400,000 
board feet. 

Of the 52 mills recorded as having shut down, 35 reported the increase in the 
minimum wage from 75 cents to $1 an hour—or 3344 percent—as the major factor 
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in their decision to liquidate; the remaining 17 companies referred to the in- 
crease of 33% percent in the statutory minimum as a contributing factor toward 
their decision to liquidate. 

Thus, we see a serious impact on an industry that is classified as predominantly 
small business, from one phase of Federal regulation that leaves an employer 
no choice except to operate at a loss or go out of business. The documented 
evidence shows that 2,752 workers were displaced; a $644 million yearly payroll 
disappeared, and a quarter of a billion feet of vitally important building material 
was lost. 

As indicated, the total in number of mills closed down, employees affected, 
payrolls lost, and investment liquidated, probably total many times more than 
the actual recorded figures indicate. 

These examples of what federally imposed wages do to an industry that is 
faced with constantly rising costs of raw materials, maintenance and repair sup- 
plies, and other inflation-boosted prices, cannot continue to absorb hikes between 
labor costs at the rate of 3314 percent or 25 percent at a time without further 
dislocation. 

It is fallacious to measure cost-of-living standards or worker productivity in 
southern sawmill communities and in large metropolitan areas. The realities 
of providence by nature itself must be reckoned with in studying the southern 
pine manufacturing industry. The raw material consists of trees that are rela- 
tively small and scattered. The vast majority of small operators compete vi- 
ciously for small tracts of timber. Under added inflationary pressure of a higher 
minimum wage, it is impossible to forecast the additional number of mills that 
will “fall by the wayside.’ The Southern Pine Industry Committee repeats 
its statement of 1955 that the Fair Labor Standards Act was sold as a measure 
to put a floor under minimum wages. That concept has apparently been lost in 
the continuous efforts to increase the minimum wage above the prevailing level 
in the southern pine manufacturing industry. 

This indisputable fact was recognized by the Wage-Hour Division’s Acting 
Administrator in 1955 whose testimony before your committee at that time is 
in the record. The Acting Administrator said in part: 

“The act’s minimum wage is not a prevailing wage, and is not a substitute 
for a collectively bargained rate. If this floor is raised so high that the in- 
dustries employing the low-paid workers cannot absorb the increase, it can 
only result in pressures to remove more of these industries from the act’s 
provision.” 

In the southern pine industry no collectively bargained contract reflects the 
minimum of $1.25 an hour as proposed in the Kennedy bill. Certainly, these 
collectively bargained contracts are negotiated on a basis of understanding be- 
tween management and labor and deal with the realities of “ability to pay.” 
A Federal statutory minimum wage does not concern itself with this fact. 

The annual production of southern pine lumber has declined in 1957 a billion 
feet from the previous year, according to an estimate of the U.S. Census 
Bureau, despite the fact that the supply of raw material (sawlog timber) 
shows a 22 percent increase of annual growth over drain. 

In behalf of the southern pine lumber manufacturing industry, the Southern 
Pine Industry Committee prays that the Senate Labor Committee and the 
Congress weigh carefully all legislation that it enacts, and appeals to you to 
recommend no increase in the statutory minimum wage, and no increase in the 
coverage of the act. 
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STATEMENT OF NELSON SQUIRES, KELLY, N.C. 


My name is Nelson Squires. I live in Kelly, N.C., and my principal occupa- 
tion is farming and producing pulpwood. 

Like most of the people in the Kelly community, all of whom are dependent 
in one way or another upon the forest and the soil for their livelihood, I am 
very concerned about the amendments to the Fair Labor Standards Act you 
gentlemen are considering and I would like to tell you how the elimination of 
the 12-man forestry and logging exemption of the act and the proposed increase 
in the minimum wage rate, not only threatens the existence of my pulpwood 
business but could also wreck the farm-forest economy of my community. 

So that you can better understand my reason for being concerned I think 
it necessary to briefly explain the nature of the pulpwood business in my 
community. 

All of the wood sold in my area is produced by small operators, such as my- 
self who own one or two trucks, a chain saw or two, a tractor, and who 
employ fewer than 12 men. In fact, most of them work less than four men. 
Some of us produce wood the year around; others seasonally. Most of these 
people are owners of small farms and use pulpwooding as a means of sup- 
plementing their farm income. To do otherwise would lower their income to 
such a point that they would have to close their farms and seek employment 
in the city. 

Like their employers, most of the woods laborers are part-time farmers and 
use their pulpwood income to supplement their income. There are, of course, 
many full-time woods workers, as well as part-time nonfarmers. 

An average woods crew generally consists of a truckdriver, a tree stumper, 
a trimmer, a tractor operator, and a bucker. Chances are that the producer 
doubles as supervisor and truckdriver. Wood is generally cut over a large 
area and most of the workers work alone or in groups of two. They congregate 
only during lunch hours and while loading the trucks. If the producer drives 
his own truck there are many days when he sees his men only three or four 
times a day. Thus it is almost impossible for him to directly supervise them. 

In regards to my own case, I am more fortunate; I operate two trucks and 
have over a period of 3 years developed a good crew. However, due to the 
need of hunting additional timber to cut, looking for logging trails, repairing 
equipment, ete., I find it difficult to supervise my men properly. Occasionally, 
situations arise whereby bad weather or scattered timber force me to split 
my crew in half and work them as much as 2 miles apart. Im situations 
such as these supervision is impossible. 

As I understand it, the elimination of the 12-man exemption would force me 
and my fellow producers to keep an exact record of the time worked by our 
men. Gentlemen, I think you will agree with me that with men working under 
conditions as I have outlined here, that keeping detailed time records on each 
wood worker would be next to impossible. 

In order to comply with your laws, it would be necessary for me to either 
act as a timekeeper or to hire at least one or two timekeepers. Pulpwood pro- 
duction at its best is a marginal business; adding more men could make my 
business unprofitable. 

The production of pulpwood is hard work and is very similar to farming. 
We cannot start and stop with the whistle. We cannot work 8 hours per day— 
40 hours per week. Like the farmer, we must work and work hard when the 
opportunity presents itself. We are affected by weather, timber shortages, and 
labor shortages, as well as occasional pulpwood-market slumps. We may work 
1 hour 1 day, 4 hours the next, and as much as 12 hours the following day. 

I have been told that if the 12-man exemption is eliminated, that working 
such irregular hours would be a direet violation of the law. I find it hard to 
see how pulpwood production could be handled in any way other than it is now 
being done. 

You may ask how a pulpwood producer, in view of the many problems that 
face him daily, such as irregular hours, labor shortages, poor supervision, etc., 
manages to pay his men. . The answer is very simple—we pay on a contract or 
piecework basis. We use the incentive system, the more a man works the 
more he produces and the more he earns, 

We have tried paying by the hour, but we have found that a man working 
on an hourly rate, having no profit incentive, working in scattered timber and 
having little or no supervision just won’t produce. Consequently, most pro- 
ducers have found it necessary to drop the hourly rate system. We have found 
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that most of our men are happier when working on a piecework basis simply 
because they earn more money. In most cases they earn at least, if not more, 
than the prevailing minimum wage. In fact, the system works so well that 
quite often you will find the physically handicapped people doing light jobs, 
In such cases the nearest man to him, who is probably his neighbor or friend, 
or who may live on the same farm, makes an eXtra effort to help him carry 
his share of the workload. 

If we were forced to pay such people by the hour, I doubt that we could 
afford to hire them. The same would apply to the majority of part-time and 
seasonal workers. 

In regard to raising the minimum wage from $1 to $1.25, I have very little 
to say for I do not want you to think I am against a man earning a good wage, 
in these days a man needs all he can get. However, I do know from experience 
that the few producers who pay by the hour could not continue operating under 
their present methods if they were forced to pay their men more money. Quite 
often in my area I have heard a worker say that he would rather have a job 
at 75 cents per hour than be out of work, because he is not productive enough 
to earn a dollar an hour. 

Gentlemen, I have tried to explain how the elimination of the 12-man forestry 
and logging exemption and raising of the minimum hourly wage rate would 
affect me and my fellow producers: how forest work and farming in my com- 
munity are so closely tied together that you cannot change one without affecting 
the other. 

It is my opinion that the changes in the Fair Labor Standards Act you gentle 
men are proposing would not raise the earnings of the woods worker. Instead 
it would create such a hardship producing pulpwood that we would be forced 
out of business, thus, in effect, actually reducing the earnings of woods labor. 
It would eliminate the hiring of the part-time farmer, the handicapped, and 
the part-time man—people who look to pulpwooding for supplemental income 
If this happens, then these people would be forced to move out of my com- 
munity to seek other work: thereby creating havoc for the farmers who need 
them during cropping season. In short, the changes you gentlemen are pro- 
posing will seriously hamper the entire economy of the Kelly community. 

In view of this, I urgently request you gentlemen to retain the 12-man forestry 
and logging provision in the Fair Labor Standards Act and also to retain the 
current minimum wage. 

I thank you for the opportunity to appear before you and appreciate you 
taking the time to listen to my story. 


STATEMENT OF O. R. STRACKBEIN, CHAIRMAN, NATIONWIDE COMMITTEE OW 
IMPORT-EXPoRT POLICY 


This statement is for the purpose of calling attention to certain considerations 
that should be vital to the question of extending the minimum wage coverage 
to agricultural labor as proposed in S. 1046. 

We have no quarrel with the principle of minimum wages. Nevertheless, 
there may exist special conditions that would require attention and appropriate 
action before an extension of coverage may be justified. 

One of these conditions, if present, would almost surely render the extension 
of coverage not only futile but even harmful to the workers. This is import 
competition that is based on a low-wage advantage. 

Another condition that would, if present, also work against the extension 
of coverage is the possibility of investing in a foreign country and expanding 
production abroad instead of doing so at home. 

In the case of vegetable growing, for example, both Cuba and Mexico offer 
some attractions that have already lured American producers to foreign soil. 
There is already a disadvantage in competition with Mexican-grown tomatoes; 
and at the bottom the trouble lies in the wage differential. A similar situation 
exists with respect to Cuba. Our minimum wage laws do not reach into those 
countries. 

It would widen the cost discrepancy if higher wages were paid in this 
country, and imports would soon capture a still greater part of the domestic 
market. This would not expand employment here but would reduce it. 

The answer should be clear. If minimum wages are to be extended to 
agricultural and allied workers who are not now covered, the extension should 
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be accompanied by appropriate means of protection against increasing imports. 
Otherwise we would simply be giving our market away. Either higher tariffs 
or import quotas or a combination of tariff and quota should be instituted to 
assure a continuing market for the output of our higher paid labor. 

Unless such provision is made it would be no act of friendship to labor to 
extend the minimum wage coverage. It would be an act of deprivation. The 
cost of producing certain vegetables in this country would rise. Prices would 
go up, and imports would flow in. Domestic employment would fall, and the 
total payroll would shrink. 

The part of S. 1046 that would produce these undesirable effects should 
therefore not be passed unless the proper protective steps were taken at the 
same time. 






































STATEMENT OF UNITED FURNITURE WORKERS OF AMERICA, AFL-CIO 


The position of the United Furniture Workers of America, AFL-CIO, with 
regard to amendments to the Fair Labor Standards Act, reaffirmed most re- 
cently at its 10th Biennial Convention last year, may be summed up as follows: 

(1) The minimum wage should be increased to at least $1.25 an hour. 

(2) The statutory workweek should be reduced to 35 hours. 

(3) All workers employed in activities affecting interstate commerce should 
be covered. 

Elaboration of each of these points follows: 


INCREASING THE MINIMUM WAGE 


According to the Bureau of Labor Statistisc, about 70,000—more than 22 per- 
cent—of the production workers employed in the furniture and fixtures industry 
group receive less than $1.25 an hour—and slightly more than 40 percent re 
ceive less than $1.50 an hour. The same report indicates that southern furni- 
ture workers are even worse off, with more than one-half of these workers (51.4 
percent) receiving less than $1.25 an hour and nearly three-fourths (73.9 percent) 
less than $1.50 an hour. 

These furniture workers, employed in one of the Nation’s largest consumer- 
goods industries, are making a substantial contribution to the high production 
that maintains our country’s greatness, but they are not able, at present wage 
rates, to make a comparable contribution as consumers. These tens of thou- 
sands of low-paid workers simply do not have the purchasing power to maintain 
an American standard of living. 

These people work hard and produce a great part of the furniture and related 
products sold to the American people, and, despite accidents of geography or 
the state of organization (which the Taft-Hartley Act and the so-called State 
right-to-work laws have done so much to impede), they are entitled to pay at 
least more nearly equal to that received by workers doing comparable work in 
other plants. 

A higher minimum wage is a simple matter of equity—a matter of securing 
payment for services rendered and being able to obtain the same opportunities for 
adequate nourishment, shelter, and self-improvement as other workers doing 
the same kind of work. A minimum wage of $1.25 an hour will not solve the 
serious economic problems facing low-paid workers—certainly not at a time when 
it is estimated, conservatively, that an income of $90 weekly is required for a 
modest standard of living—but it would be an important first step. 

It also should be noted that continuation of the present minimum wage would 
mean sanctioning the unsound and unfair advantage now possessed by the em- 
ployers who utilize payment of low wages to undermine the competitive position 
of decent employers. A minimum wage of $1.25 an hour, therefore, also would 
be a step toward insuring that the advantages of free and fair competition would 
be realized by employers who apply or utilize superior managerial skills—not 


to those employers whose greed outweighs all considerations of social responsi- 
bility and ethical principles. 





SHORTENING OF THE WORKWEEK 


_We estimate that while production of furniture and fixtures at the present 
time is more than 16 percent higher than it was in 1950, the number of production 
workers employed in the industry declined by slightly more than 1 percent and 
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the average number of hours worked per week has declined by more than 3 
percent. It also should be noted that during this period there were times 
when the employment situation was worse—as in the recent recession when 1 
of every 10 furniture workers was unemployed and many others were working 
part-time schedules. 

Furniture workers therefore have every reason to concur with the statement 
made recently by the AFL-CIO executive council : 

“In the light of the current critical unemployment situation and the prospects 
that the accelerated rate of technological and scientific progress will create a 
more serious and continuing problem of unemployment, the AFL-CIO ealls 
upon Congress to take immediate steps to amend the Fair Labor Standards Act 
to provide for a 35-hour week and a 7-hour day. Such legislation is the most 
effective and practical way to facilitate the adoption of a universal reduction in 
the workweek * * *.” 

While Congress quite commendably has reviewed and increased the minimum 
wage provided in the Fair Labor Standards Act every few years, it has left 
untouched the original provision for a standard workweek of 40 hours. Twenty- 
one years after enactment of the law certainly is not too soon to undertake 
serious consideration of the proposal to shorten the workweek to 35 hours, 
certainly not in the light of the situation described above, which afflicts workers 
in many other industries as well. 


EXTENDING COVERAGE 


Furniture workers are not directly affected by proposals to extend the coverage 
of the Fair Labor Standards Act, because, for all practical purposes, all furni- 
ture workers enjoy the protections provided by the act. But the biennial con- 
ventions of our international union have never taken a stand for improvement 
of the act without including support of proposals to extend its coverage, because 
our members know that permitting some Americans to be treated as second- 
class citizens in economic terms is unsound economic policy and gross injustice. 


CURRENT LEGISLATIVE PROPOSALS 


Accordingly, we support S. 1046 because it provides a $1.25 minimum wage 
and provides for more liberal extension of coverage than any other bill, and we 
urge that provision for a 35-hour week, 7-hour day, be added to the bill. 


STATEMENT OF UNITED TEXTILE WORKERS OF AMERICA, AFL-CIO 


The international executive council reaffirmed its support for the $1.25 an 
hour minimum wage and extended coverage as provided in the Kennedy-Morse, 
Roosevelt bills (S. 1046 and H.R. 4488). It is estimated that the extended 
coverage would make it possible for an additional 712 million workers to be 
included under the $1.25 minimum wage. 

The United Textile Workers of America has historically fought for a higher 
Federal minimum wage as a means of eliminating some of the substandard wages 
paid by some employers in the textile industry. The establishment of a $1.25 
minimum wage would mean a 25-cent-an-hour wage increase for millions of 
workers in this country. 

Members of the international @xecutive council called upon their Senators 
and Congressmen urging them to support legislation for the establishment of this 
higher minimum. The members who took part reported a favorable attitude 
by most of the Senators and Congressmen visited by them. 

The council went on record urging the local unions and membership to 
communicate with their Senators and Representatives, urging their support to 
the establishment of a $1.25 an hour minimum wage and the broadening of the 
coverage so as to make it possible for 7% million additional workers to come 
under the legislation. 


STATEMENT oF W. L. WINHAM, PRESIDENT, Rar~way Tre ASSOCIATION 


My name is W. L. Winham, I am assistant production manager of T. J. Moss 
Tie Co., St. Louis, Mo., and president of the Railway Tie Association, whose 


office is in Columbus, Ohio. 
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The Railway Tie Association has a membership in corporate and producer 
members of 125, from 25 States, which are the crosstie-producing States east of 
the Rockies. The crosstie industry is affiliated with lumber production, but is 
recognized as a separate industry, having had its own OPA and OPS divisions. 
We deal in the main with many small sawmills, which produce both crossties and 
tie siding, or the lumber cut from the sides of the tie log. Many of the mills 
which produce the crossties of this country are staffed by 4 to 10 mill employees, 
and supplied with logs by crews of 4 to 8 men, sometimes up to 12. 

Statistics are hard to get on the small mills and their logging setup, because of 
the multiplicity of them. Arkansas, for example, is reported as having 1,000 
portable sawmills, Missouri about 1,600, other States in similar numbers. Most 
of the comments I am making are based on our knowledge of where our tie 
supply comes from, and my company’s operations in the 11 Midwestern States 
in which we operate. 

Our customers, the railroads, are using fewer ties every year, with the latest 
year for which figures are available, 1957, showing the insertion of approxi- 
mately 21,500,000 crossties in track, this being cited as the lowest figure in the 
60 years of American Railway Engineering Association figures. According to 
the same source, there has been an approximate 35 percent reduction in tie 
insertions in the 12 years 1945-57. There has been considerable public discus- 
sion during the past year concerning the weakened financial condition of the 
railroads, and the higher prices on their crossties which must follow an increase 
in the minimum wage would further contribute to their burden. 

The last increase in the minimum wage rate resulted in an increased cost of 
the tie at concentration yards of 20 to 25 cents each. In addition, labor costs of 
handling the ties from these yards to and through the treating plants were also 
increased. 

We are opposed to an increase in the minimum wage because a large part of the 
tie price is made up of labor cost. We estimate that of the average cost of ties 
at the concentration yards where they are assembled for shipment to treating 
plants, approximately 24 percent is what the wood is worth standing in the 
tree, approximately 40 percent is required to cut the tree down, cut to log 
lengths, and bunch the logs and haul them to the mill, approximately 23 percent 
the cost of sawing the tie at the mill, about 10 percent the cost of hauling the 
tie to the concentration yard, and about 3 percent profit to the mill operator. Of 
these items of cost, about 60 percent of the total may be ascribed to labor, 
which would mean on a 25 percent increase in labor cost, about a 15 percent 
increase in the cost of the tie at the concentration yard. 

Actually, a 25-percent increase in the wage rate results in a 28- to 30-percent 
overall increase to the employer, because of State and Federal unemployment 
contributions, employer’s social security tax, additional casualty and compen- 
sation insurance on his payroll, and the higher cost of overtime. 

Further handling of the ties as they move to processing plants at higher labor 
rates will add to the final cost. As the ties are received at the concentration 
yard they must be separated by species and size and stacked for seasoning, then 
loaded into railroad ears, all largely by hand labor. 

In many industries, prospective increases in labor cost are minimized by fur- 
ther mechanization of plant. This is possible only to a very limited extent 
with the small sawmill. The size of the mill must remain small, because in 
many instances the mill moves once to two or three times a year, to relatively 
small lots of timber. The type mill with which our industry is most familiar 
represents an investment of about $4,000 to $10,000, and such values do not 
permit the additional cost of equipment to handle mechanically the forest prod- 
ucts they produce. Almost any additional equipment that would make even a 
minor saving would cost as much again as the entire investment the man has 
in his mill equipment, and they don’t usually have that kind of money. 

Therefore, any rise in cost to an operation such as this must be passed on to 
the customer, which contributes to inflation of prices. And we must face this 
prospect, bearing in mind that the demand for our product is dropping, and 
many of our customers are struggling already with their finances. ; 

It is very likely that in the event of a raise in the minimum wage to $1.25 per 
hour, there will be a- weeding out of the less productive workers, because most of 
the operations incident to the logging and sawmilling of crossties are performed 
on a piecework basis, and the less productive workers cannot maintain a produc- 
tion rate that will assure them a minimum hourly wage of $1.25. Some of these 
small operating units may be forced out of business entirely, if they are not 
able to raise the productivity of their workers sufficiently. 
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Many in the industry have turned to the export market for crossties, in an 
attempt to broaden their sales. Some difficulty has been experienced in meeting 
foreign competition, that is, exporters in France, Finland, and Japan, for in- 
stance, quote lower prices on Indian, Spanish, South African, and other tie busi- 
ness than we do. Some of our members have been successful in securing export 
business, but in order to do so have been forced to operate on small prcfit margins 
and try to doa large enough volume to make it pay. Any action which will raise 
the cost of the export tie will further reduce this possibility of a tie market. 
We must not ignore the possibility, too, that if our tie costs go high enough, the 
door may be opened for the importing of crossties into this country. 

In addition to the minimum wage raise the bill proposes, the elimination of the 
12-man logging and forestry exemption raises serious problems for the small tie 
mills. In some instances the records of these little businesses are kept by the wife 
or one of the older children of the operator, or by the operator himself, and the 
additional work of keeping detailed time records and the filing of the required 
reports would tax their capacity as bookkeepers. Also, it is very difficult to get 
an accurate time record on the logging work, where the men work singly, or in 
pairs, without supervision of any kind, and the cost of timekeepers, to know how 
many hours these employees work, would be prohibitive. It is not likely that 
anyone will do timberwork without getting wages generally comparable to those 
being paid in the locality, but the matter of insuring that accurate records are 
kept would be very difficult. 

Many of these operations are what we call “family affairs.” I mean by that 
that there may be a father and son, one running the mill and the other keeping the 
logs coming in, with 5 to 15 men working for them at the mill and in the woods, 
usually some of them related. Or the management team may be two bothers, or 
two brothers-in-law, and in at least one small logging operation I know of, a 
brother and sister do most of the work. In some coses, four or five men get 
together, and cut logs and get them to the mill, and then turn to and saw them up. 
Then they split the check for the sale of products among them. These are some 
of the finest people in the country, self-sufficient and independent and proud of it, 
but they are not what we call “detail” men, and the necessity of keeping records 
acceptable to the wage and hour people would work a real hardship on them. 

The producing basis of our industry is closely akin to agricultural pursuits. 
In many areas when planting and harvest time comes for the crops, erosstie 
production drops appreciably, because the same labor does both jobs. There are 
in the law as it now stands, and in the proposed amendments, exemptions for 
those employed in preparing for market agricultural or horticultural or dairy 
products, and also exemptions for family businesses, though not in the sense 
which I used the term “family affairs” just now. However, it would seem that 
these exemptions all refer to the small-unit operators who work close to home, and 
carry their offices in their hip pockets, so to speak, and we feel that the small 
sawmill and logging operators certainly fit in that category. 

We believe it would be a fine thing for these people if the 12-man logging and 
forestry exemption from the minimum wage and overtime pay provisions would 
be left in the law, and would further suggest that a similar exemption be set up 
for the small sawmill operator employing 12 or less men. We do not believe 
that such exemptions would result in less than the lawful minimum wage being 
paid, because whatever the local level of pay is, will have to be met, but it will 
save them much time which would have to be spent in keeping time and over- 
time records, maintaining files and more elaborate bookkeeping practices, than 
would otherwise be needed. If the logger who works in the woods without 
supervision wants to turn in more hours than he actually worked, without an 
exemption of this kind the employer would have to pay him enough to equal the 
hours times the minimum wage rate, since he would have no way of knowing 
how many hours were actually worked. At present, those workers are practically 
all paid on a piece rate for so many thousand feet of logs cut and brought in to 
the mill, and it is not necessary to check to see that they conform to hourly wage 
minimums. 

Another feature which should be considered is that the higher cost of labor 
may require the stoppage of harvesting of marginal-quality timber, because 
higher costs will either force the operator out of business or force him to try to 
find timber of sufficient quality to yield a high-grade average product, and in- 
crease his income. In other words, poor-quality logs yield poor-quality products, 
and it costs the same to log and saw good material or marginal quality material, 
-yet the forest is better off with those trees gone and out of the way of better 
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quality timber so it can grow. If the poor-quality trees cannot be cut and 
processed at some small profit, they remain standing and present a problem of 
timber-stand improvement. The recent Timber Resources Review published by 
the U.S. Forest Service has called attention to the fact that low-grade hardwood 
timber composes about one-fourth of the entire hardwood-timber stand and is 
the great problem facing the hardwood forests east of the Rockies, to put the 
land in shape to grow the volume and quality of timber the Nation will need by 
the years 1975 and 2000. 

To sum up, the crosstie industry faces a diminishing market and rising costs 
of its supplies and labor with no assurance that it can recover in price increases 
the additional cost of the proposed increase in the minimum wage. Additionally, 
this industry is based on many small mill operations, where paperwork is de- 
tested and not understood and the extension of exemptions to cover logging and 
sawmilling of the small units would be of much benefit to them. 

Therefore, we request— 

(1) That the minimum wage for the sawmill and logging workers remain 
at the present $1 per hour; 

(2) That the 12-man logging and forestry exemption from minimum wage 
and overtime requirements be permitted to remain ; 

(3) That a similar 12-man sawmilling exemption be set up, freeing the 
small sawmill operator from minimum-wage and overtime requirements. 


I thank the committee for the opportunity of presenting these views for the 
Railway Tie Association. 


STATEMENT BY Mrs. MILDRED FAIRCHILD WoopsuRY, CHAIRMAN, BOARD OF 
TRUSTEES, NATIONAL CHILD LABOR COMMITTEE 


I wish to speak on behalf of the National Child Labor Committee on the pro- 
posed amendments to the Fair Labor Standards Act as set forth in S. 1046, 
introduced by Senator Kennedy and his associates, including the Senator from 
my own State of Pennsylvania, Mr. Clark. 

The National Child Labor Committee is a nonprofit social-welfare agency 
founded in 1904 and incorporated by act of Congress in 1907. It is a member 
of the National Social Welfare Assembly and an associate group of the National 
Conference on Social Welfare. Policies are determined by a board consisting 
of distinguished men and women in social welfare, education, medicine, law, 
industry, labor, and finance. Financial support comes primarily from contribu- 
tions of about 10,000 members throughout the Nation. 

Out committee is in favor of extending the coverage of the Fair Labor Stand- 
ards Act and of raising its minimum-wage provisions from $1 to $1.25 an hour. 
Fifty-five years of experience on behalf of children have taught us that the best 
provision our Nation can make for the health and welfare of its children is 
the maintenance of a reasonable standard of living for their families. A 
“modest but adequate” standard of living for a family of four requires a mini- 
mum of $2.25 an hour, according to Labor Department estimates. 

Obviously, the present $1 minimum falls far short. It provides an income 
of only $2,000 (for a full year’s work of 2,000 hours)—considerably less than 
the minimum income needed by a single woman with no dependents, according 
to State estimates. The State of Washington, for example, estimates that such 
a woman needs at least $2,900—$1.45 an hour for a full year. 

S. 1046 would raise the minimum wage, thus providing increased buying 
power for low-income families. This would mean enlarged markets for con- 
sumer goods, increased business activity for small retailers, and for the economy 
asa whole. Such an economic boost would aid recovery from the 1957-58 reces- 
sion and help reduce unemployment by providing increased job opportunities. 

The bill would also extend minimum-wage coverage to more than 7.5 million 
of the 20 million workers now not covered. From our point of view, the more 
extensive the coverage, the greater is the probability that fewer children will 
drop out of school for economic reasons or take on workloads in addition to their 
School work which might have a harmful effect on their schooling and health. 

The National Child Labor Committee feels it is imperative that coverage of 
the act be extended even further than provided by S. 1046—to include workers 
in large-scale and commercial agriculture. I am not unaware that such exten- 
sion is opposed by powerful farm lobbies. But I know that legislators have 
always had to take courageous action in the long history of their struggle to 
improve the standards of wages and working conditions in industry and 
commerce. 


41681—59——_77 
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They have forged the tremendous social advances of this century despite 
opposition from many (but not all) employers who feared the effect of innova- 
tions on profits. Time has demonstrated that decent wages have profited our 
economy—not injured it. 

Now is the time to apply this lesson to workers employed in commercial 
agriculture. They are among the lowest paid in our Nation. Their average 
income was only $892 in 1957. This incredible condition has driven them to 
encourage their children to work with them in the fields because they need 
their wages. 

As a result, in the United States of America has a serious child-labor problem 
in agriculture today—when the social evil of child labor has been virtually 
eliminated from all other areas of American life. Last year, 227,000 youngsters 
between the ages of 10 and 13 were legally engaged in paid labor on farms 
that didn’t belong to their families. Nearly one-third worked 35 hours or 
longer a week. Thousands more were working illegally—many of them, the 
ehildren of migratory agricultural workers. 

At present, the Fair Labor Standards Act protects children in agriculture 
only during school hours. Theoretically, even a child of 3 could legally work 
in the fields when school is not in session—bending down to help harvest 
cotton, prunes, strawberries, Irish potatoes, or tomatoes. 

Children under 14 are too young to work. Their growing bodies cannot take 
the strains resulting from excessive activity and fatigue. Wilton Marion Krog- 
man, director of Philadelphia's Center for Research in Child Growth, says, 
“In the terrific growth urge of the early teens, the ratio between energy intake 
and energy Output is nearly balanced or equated. What there is in excess had 
better be channeled into the less strenuous demands of curricular and social 
life. In this balance or equation be tipped in the direction of excessive func- 
tional demands—then fatigue may cross the threshold of exhaustion, of de 
pletion or near depletion of physiological and nervous energy.” Because the 
physical reserves of children are so limited, the American Medical Association 
recommends that regulations for the protection of the health of young people 
working part time or during vacations include a general 14-year minimum 
age for employment. 

But children of low-income farm families do not suffer from the harmful 
effects of their labor alone. Their whole way of life is deprived. They endure 
poverty, community rejection, inadequate housing and sanitary facilities, and 
lack of medical services. They work in an industry with the third highest ac 
cident rate, and many are hurt or killed annually. Above all, their educational 
opportunities are inferior and wholly unsatisfactory. 

Although the Fair Labor Standards Act does not permit them to work dur- 
ing school hours, its out-of-school exemption for farm children interferes 
with their education. Many areas change the opening and closing dates of 
public schools to fit in with harvesting schedules. Split terms are arranged 
to make up for the schooltime children lose on “crop vacations” that last as 
long as 8 weeks. For example, a school will compensate for closing between 
September 15 and November 1 by opening the term on August 1 and continu- 
ing through September 15. By the time children return to school, they have 
forgotten much of the summer’s work. The entire class is then forced to spend 
considerable time reviewing before it can go on with the regular work. 

Migrant children, who travel with their families from crop to crop, often 
miss half a school year because of such crop vacations. They are often badly 
retarded educationally. Only 49 percent of the 580 migrant children enrolled 
in Ohio schools were in the grades normal for their ages in a 1957 survey. 
An Oregon study found 60 percent to 70 percent of the 337 studied below 
their proper grade levels. It is no wonder they have the highest rate of il 
literacy of any group in our Nation, according to the U.S. Office of Education 

This is a tragic waste—not only in human terms but in the manpower terms 
in which our Nation has begun to think. Experimental programs that have 
given special attention to the particular needs of migrant children have demon- 
strated that they can learn as well as any others. Yet, the neglected migrant 
children along with other slighted children, remain an untapped resource. 

The National Child Labor Committee strongly urges that children in com- 
mercial agriculture receive the legal protection they need. An amendment to 
section 13(c) of the Fair Labor Standards Act that would delete the present 
exemption applying to children employed in agriculture outside school hours 
would give farm children the protection now provided for others: a 16-year 
minimum age during school hours and a 14-year minimum outside school hours 
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with provision for regulation of hours and conditions of work for children 14 
and 15. This would improve their educational opportunities, give them a better 
chance to enjoy good health, and curb the use of child labor as cheap labor. 
It would in no way interfere with children who help out on family farms. 

We should like to go on record in support of S. 1046 with amendments pro- 
viding for extension of coverage to workers in commercial agriculture and for 
deletion of the out-of-school-hours exemption applying to children in agriculture. 














MEMPHIS PRINTING INDUSTRIES, INC., 
Memphis, Tenn., April 23, 1959. 

Hon. BARRY GOLDWATER, 

U.S. Senate, Washington, D.C. 


DEAR SENATOR GOLDWATER: We would like to go on record as having wired 
Senators Estes Kefauver and Albert Gore on this date as follows: 

“We respectfully petition you to vote to eliminate title 6 of Kennedy bill, S. 
1046. We feel that $1.25 is too much minimum wage. An increase of 25 cents 
is too big an increase at one time. Would work a hardship on small businesses, 
and general economics in this section. Another step toward increasing inflation.” 

Yours truly, 
















W. H. Apams, Executive Secretary. 


CASCADE LAUNDRY & DRYCLEANERS, 
Denver, Colo., February 20, 1959. 






Senator JoHN CARROLL, 
U.S. Senate Office Building, Washington, D.C. 


Deak SENATOR CARROLL: Reference is made to proposed legislation to include 
power laundries under the Federal minimum-wage law. We believe that you, as 
one of our U.S. Senators, should be acquainted with the problems, unknown to 
many, which face our industry. 

Taking Denver for example—Denver, in the past 20 years has more than tri- 
pled its population, yet a careful perusal would reveal that in the same period 
of time, an alarming number of power laundries have been forced out of business 
and not one new power laundry has opened. The total laundry working force 
has been slashed over 75 percent. To enumerate, the once-thriving Columbine, 
Yale, Goodhart, Crescent, Home Service, Crystal, Westminster, Terminal, De 
Luxe, Sunshine, Denver Wet Wash, and many others of lesser importance have 
been forced out of business because of increased costs, wages, and a diminishing 
market which makes it impossible for the laundry to pass these increases on to 
the homemaker. who is our customer, and at the same time our competitor. 
Aside from the homemaker, we are forced to fight the billions of dollars of adver- 
tising exerted by such big businesses as General Electric, Norge, Westinghouse, 
Maytag, and many others who advertise on TV, radio, and other media. Attempt 
to recall the many ads you have seen of household soaps and detergents by such 
companies as Lever Bros., Procter & Gamble, Dow Chemical, ete. I ask you, 
Senator: Can we fight this competition? 

Coupled with these facts, the easy credit of the past few years has brought 
about the establishment of many self-service laundromats, washatoriums, and 
cleaning shops, many of which have installed shirt-pressing equipment and would 
be exempt under the proposed law. These type operators are able to offer quick 
service and low prices because of their low overhead costs. Such shops are 
usually operated by man and wife and do not employ outside help; thus, they 
are termed in the industry “mama-and-papa shops.” As such they are presently 
controlling a good portion of what was once a thriving market. If you would 
open a Denver telephone directory you would find over 500 drycleaning shops 
alone listed in the yellow pages. 

As a whole, nationwide and statewide, our industry is a low-profit enterprise. 
The following figures, compiled annually by the American Institute of Launder- 
ing from information gathered from CPA’s of the few remaining laundries across 
the State reveal these figures which are net profit before Federal and State taxes 
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on income for 1957. Consideration should be given to how much lower 1958 will 
be because of the general recession. 
Percent 
eae SRO Git PAG hs ee et ldo eee eekeue eee 
Plants under $100,000 annual volume 
Plants $250,000 to $500,000 annual volume 


These figures reflect how profitable the small mama-and-papa shop is compared 
to a plant our size which did a volume of $456,024.66 and showed a net loss of 
$1,680.49 for 1958. All this for a hard year of toil and hardship on the part of 
the two undersigned owners, namely : 

Ralph Albi, president, who drives a laundry route, works an average of 12 
hours per day, 6 days a week, or 72 hours per week and earns $125 per week. 
Based on a 40-hour workweek and time and one-half over 40 hours, an hourly 
wage of $1.43 is awarded to the president of the company, who founded the firm 
40 years ago. 

Joseph R. Albi, secretary-treasurer, does a majority of the office and adminis- 
trative work, including the payroll, accounts payable and receivable, corre 
spondence, etc., works an average 12 hours per day, 64% days per week, or 78 
hours, which, based on the same workweek cited above reveals an average 
hourly wage of $1.28, or 3 cents per hour above the proposed minimum. 

In addition, these owners have committed themselves personally for over 
$120,000 in notes for the company, so that 110 employees can have a job. 

In our plant the proposed bill would increase our present payroll costs 30 per- 
cent. Based on 1958's payroll of $266,483 this would mean an increased expense 
to the firm of $79,945, plus the other expenses regulated by the payroll, such as 
FICA, unemployment compensation, taxes, and workmen's compensation. If we 
increased our present prices 30 percent, taking the price of a shirt as an example, 
from 27 to 36 cents, we would drive the little remaining work further back into 
the homes which now have automatic washers and dryers. Our customers, being 
our own competitors, will then either send the shirts to the small shops, buy drip- 
dry shirts, or do it herself, or hire a laundress for 75 cents per hour and have her 
do the work. 

We are in a dead and diminishing market and should be exempt from the 
proposed law, we cannot raise prices any further, we have already priced 
ourselves out of a once thriving market, and we cannot pay higher wages 
without going out of business thus throwing 110 people out of work. This 
is not morally right. We know we do not pay high wages like big, big business 
because we know that we cannot afford to pay such wages. It should be con- 
sidered that a half a loaf of bread is better than no bread. 

The same condition applies to every laundry in the State, some worse, some 
better operated than our own. This bill is unfair to the laundry industry which 
employs a less than the best type worker who is not the breadwinner of the 
family, but the supplemental wage earner of the family. 

Our business is essentially local in character. From a constitutional point 
of view, it has always been understood that Federal authority should not be 
extended to purely local activities, but should be confined to those activities 
which are clearly interstate in nature. Presently, regulation of wages and 
hours are governed by State and local laws which adjust and apply to local 
economic needs and living conditions within a State. It appears logical that 
our industry is not interstate in nature or kind, and as such Federal jurisdic 
tion would not only be impractical, but also unconstitutional. 

Very truly yours, 
Ratpu Arpt, President. 
J. R. ALnr, 
Secretary and Treasurer. 


(An identical letter was submitted for the record by Senator Gordon 
Allott, of Colorado. ) 


CRIPPLED CHILDREN’S CLINIc, INC., 
Birmingham, Ala., May 18, 1959. 
Senator Lister HI1t1, 
Senate Office Building, 
Washington, D.C. 
DEAR SENATOR: Should the proposed wage law now in the Senate Labor Sub 
committee be enacted, hospital people in Alabama are convinced that inclusion 
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of hospitals in same would prove fatal to their operation and force many of 
them into bankruptcy. 

Within the last few days, we have conducted a survey of eight Birmingham 
hospitals using the following procedure. 

All hospitals reported from their actual payrolls the amount necessary to 
bring all employees now under the $1.25 hourly minimum up to that figure. 
The total increase for the eight hospitals survey is $2,561,326 annually. 

This increase in itself might not prove insurmountable since many of the 
services within the hospital now performed by low-salaried people, such as 
housekeeping, laundry, and food service, could possibly be farmed out and 
a large percentage of the employees now being paid under the proposed hourly 
minimum of $1.25 terminated or eliminated from the hospital payroll. As you 
know, many hospitals are presently following this practice. In the hospitals 
that I am directly connected wiih, namely, South Highlands Infirmary and 
Crippled Children’s Clinic, all laundry is done by outside laundries. We aban- 
doned the laundry at South Highlands and did not include one in the plans 
for Crippled Children’s Clinic, finding it to be much more economical not to 
try and operate a laundry within the hospital. The same might prove true 
in other hospital services. However, we well know that such moves would 
not solve our problems. We would still have many employees to come under 
the increase, and an increase at the bottom would almost certainly necessitate 
a graded increase in all classifications, 

Raising the unskilled workers to the minimum would destroy the existing rela- 
tionship between such unskilled workers as maids, porters, elevator girls, and 
certain maintenance personnel and the semiskilled and skilled workers. Thus, 
practically, it would be necessary to adjust all other semiskilled and skilled 
workers. 

As an illustration, under the proposed minimum, we would pay an elevator 
girl or a cleaning girl or waitress $50 a week. At present, most of the people 
holding such jobs in hospitals are students or married women who have husbands 
who also work. They are paid from $90 to $150 a month, with uniforms, laundry, 
and from one to two meals per day. In addition, we also discount all employees’ 
hospital bills in excess of the amount paid by their insurance. The present scale 
of pay for nurses’ aids varies from $125 to $175, plus uniform laundry and one or 
two meals, depending on their shift. If a waitress or elevator girl performing 
jobs requiring no skill whatsoever is to be increased to $200 a month or more, 
we can easily see that the nurses’ aid, the licensed practical nurse, the R.N., and 
all up the line must be increased proportionally. 

In the eight Birmingham hospitals surveyed, this estimated increase will 
amount to $1,584,786, bringing the total annual payroll increase to $4,145,928. 
We might say “Fine, the increase in the minimum will help everyone.” However, 
the end results would most certainly be a healthy increase in an already alarm- 
ingly high hospital cost to the sick patient or bankruptcy or State and Govern- 
ment operation of all hospitals. I do not believe even the most biased labor 
leader would care for this eventuality. 

For your personal information, I am enclosing a chart showing estimated 
increase in payroll to each of the eight hospitals and the per-day increase to the 
patient if same is passed on. This increase to the patient will in part be paid by 
Blue Cross and insurance companies who will in turn, of necessity, have to 
increase their rates. 

We have had two rate increases by Blue Cross-Blue Shield in this district in 
the past 5 years. The last, just a short time ago, was a 35-percent increase. 
year, Blue Cross lost over $500,000 in the State. 

We sincerely trust that you will take into consideration the fact that a hospital 
operation is different from that of any other business. It must be open 24 hours 
aday. Its primary purpose must be the best possible care for the sick patient. 
It should at all times make every effort to hold its cost to a figure that will 
thable the average individual to obtain hospitalization, when necessary. A large 
majority of the low-salaried jobs in hospitals are held by students, part-time 
Workers, married women whose husbands are employed, and individuals who 
have supplemental incomes :such as social security. 
ticular training or education. 

Thanking you for your thoughtful consideration of this matter, I am. 

Sincerely, 


Last 


These jobs require no par- 


CLARENCE W. ALLGoon, 
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Cost of | Adjusted | Increase 





















| increase to | increase | cost per 

Hospital |} Patient- | unskilled | necessary Total | patient- 

days workers | due to | day to 

of $1.25 | minimum | | patient 

minimum increase | | 
| 

University ee 177,126 | $973,921 $588, 742 | $1, 562, 663 $8. 82 
Carraway Methodist___. 72, 757 | 318, 282 | 166, 699 | 484, 981 | 6. 67 
St. Vincent’s....-- . : 62, 353 253, 433 | 141,112 | 394, 545 | 6, 33 
Crippled Children’s Clinic - -_- | 29, 930 | 112, 274 | 43, 896 | 156, 170 | 5.22 
East End Fs 29,707 | 95,934 | 68,375 | 164, 309 | 5. 53 
South Hizhlands_ . since 48, 152 | 201, 000 | 120, 000 321, 000 | 6. 67 
Lloyd Noland ‘ 82, 684 | 179, 582 | 279, O12 458, 544 5. 55 
Baptist Hospital ----.----| 114,007 | 426,950 | 176,950 | 603, 716 | 5.28 
WE. ccwbisnbividecia ct eae 616,716 | 2, 561,326 1, 584,786 | 4, 145, 928 | 6. 28 















AMERICAN FEDERATION OF LABOR AND CONGRESS 
oF INDUSTRIAL ORGANIZTIONS, 
Cincinnati, Ohio, April 9, 1959. 






Hon. JoHn F. KENNEDY, 

Senator from Massachusetts, 

Senate Office Building, Washington, D.C. 
Hon. JAMES ROOSEVELT, 

Congressman from California, 

House Office Building, Washington, D.C. 

DrEAR SENATOR AND CONGRESSMAN: This letter comes from a meeting of laundry 
workers in the Cincinnati, Ohio, area. We want to thank you for the intro 
duction of the Kennedy-Roosevelt bill to raise the minimum wage to $1.25 per 
hour. 

We know we don’t have to urge you to support your own bill. We just want 
to thank you and we are sending copies of this to our two Ohio Senators, Mr. 
Lausche and Mr. Young; our two Kentucky Senators, Mr. Cooper and Mr. 
Morton; and to Congressmen Gordon Scherer, William Hess, and James Polk, 
of Ohio, and Brent Spence, of Kentucky. 

Doubtless you know about conditions over the country better than we do, 
Mr. Senator and Mr. Congressman, but we know more about our conditions 
than anyone else. 

Ohio is the second biggest industrial State in the United States. If you will 
look at the Government studies you will find that the Cincinnati area is about 
the highest cost-of-living section in the State. The latest figures from the 
Government on what is needed for a “modest but adequate standard of living” 
for a family of four shows Cincinnati highest of any city in the State shown 
inthe study. The figure is $4,720 per year. 

Mr. Senator and Mr. Congressman, at the rate of pay we receive and the 
number of hours we work, it would take three members of that four-member 
family, working full time, to provide that annual total. Such a level requires 
a weekly paycheck of about $91. Our monthly paycheck, in many cases, comes 
closer to that figure. 

Right here in the general Cincinnati area, the number of workers in manufac- 
turing industries has remained virtually the same over the last 15 years, with 
a slight reduction. Yet, their annual income in the same period has risen from 
$400 million per year to $800 million per year. This has had a healthy impact 
on community wages generally. The civilian work force of the area in 1948, 
excluding manufacturing, was 97,000 with an annual income of $181 million. 
Now we find that same work force has grown to 150,000 with an annual income 
of over $600 million. 

You can see by this that the economy of this area has been expanding 
handsomely. The economics of the area is considered better than average in 
terms of the national complexion. Yet, with all of this, we who work in the 
laundry industry can only know of this economic growth through reading or 
hearing these kind of statistics. 

We have yet to feel it in our paychecks. We have yet to experience any 
feeling of security or hope for the future of our children. Many of us must 
shamefully look to a future for our little ones where the maximum of oppor: 
tunity will be the completion of a high-school education. 
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Shamefully we must admit that some of us will visit the juvenile court 
where we will suffer the heartbreak that comes to a parent who finds that a 
son or daughter has erred. None of us would wish it that way. We cannot 
help but feel that the tragic effect of these pitiful wage levels are the principal 
cause for much of this kind of grief. 

In some cases, we live in housing that is far below the levels of human 
decency. It is not that we choose it. It is not that we do not work or want 
to work, because we work very, very hard. Many of us are so tired at the end 
of a workday that it is an effort to make our way home. Our living conditions 
don’t reflect our character. They reflect the economics of privation. 

Can you imagine, Mr. Senator and Mr. Congressman, what a $1.25 minimum 
wage applied to us would mean? To many of us, it would mean as much as 
$750 more per year. It means better food for our families in terms of quantity 
and quality. It means a few extra pairs of much-needed shoes. It can well 
mean an improvement in our housing. 

We are poor and there are some who would call us ignorant, but we are not 
stu id. 

You will tind no more loyal Americans in any group. We still have faith that 
the ideals of our democratic system wil prevail and that the dignity of man 
will transcend other considerations. We know that the Communists like to 
point to situations such as ours to condemn our total social order in the eyes 
of the world. They do not fool us. We don’t think we have to trade our 
freedom for some measure of “security.” 

We think that Government interference and State programs should be kept 
ata minimum. They can only be justified in those instances where private enter- 
prise has demonstrated its inability to cope with the basic needs of the people. 

Can there be an industry or a place in the Nation where this inability has 
been more clearly revealed? We are certain that the basic statistics we have 
given you proves the answer to that question to be in the negative. 

We are the laundry workers in Cincinnati. Mr. Senator and Mr. Congress- 
man, Who have thrown over the shackles of the old corrupt union that has 
helped to contribute to our plight over the years. We are building our new 
union in the AFL-CIO. Within the next few days we will vote in the NLRB 
election and we are aiming for a 100 percent AFL-CIO victory. Many of the 
things that are wrong we intend to correct through the good old American system 
of free collective bargaining in our new union. We have visions of helping 
to build the stability of this industry to a point where it can take a more proper 
place among the family of healthy managements and healthy employees within 
industrial America. Your proposed legislation can mean much toward the 
establishment of a firm foundation which is critically needed at this time. 

Respectfully, 


(There followed a list of approximately 275 signatures of Cincinnati 
laundry workers. ) 


MARCH 25, 1959. 
Senator GOLDWATER, 
Washington, D.C. 

DEAR SENATOR: I am very much opposed to your bill 8. 1046 for the following 
reasons. 

1. Increased wages are very apt to cause further inflation. 

2. Higher wages will cause higher prices. 

3. Higher minimum-wage law will cause the small merchant to raise his 
wages to compete in the labor market. 

4. Higher wage minimum would cause more unemployment, as the employer 
would be forced to reduce his organization in order to meet the additional 
expense. 

I would like for you to use this letter as part of the record of hearings. 


Respectfully yours, 
Mary BE. As. 
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CITIZENS FirST NATIONAL BANK OF TYLER, 
Tyler, Tex., April 6, 1959. 

Hon. LINDLEY BECK WorTH, 

House Office Building, 

Washington, D.C. 

Deak Mr. BecKkwortH : We are writing to you to register our vigorous opposi- 
tion to Senate bill 1046, known as the Kennedy-Roasevelt Senate and House bill 
(H.R. 4488) making substantial changes in the minimum wage rate, overtime 
regulations, and extending its effect to many more people. 

In our opinion, the last thing that the American economy needs is an increase 
in our labor costs, and we feel that you, as our representative in Washington, 
should not support any legislation which increases the cost of production and 
further handicaps the sale of that production in world markets. 

We hope that you will make this letter a part of the record on the hearings 
on this bill. 

Sincerely yours, 
B. F. Barnett, President. 


MAINE CANNERS’ & FREEZERS’ ASSOCIATION, 
Portland, Maine, May 4, 1959. 

Hon. MARGARET CHASE SMITH, 

The Senate, Washington, D.C. 


Deak SENATOR SMITH: In behalf of the Maine Canners’ & Freezers’ Associ- 
ation, I am writing to express to you the opposition of our association to any 
increase in the minimum wage rates and also to the elimination of or to any 
change in the exemptions which apply to the canning industry. The present 
exemptions in the Fair Labor Standards Act which now apply to our industry 
and to which I refer are those found in section 7(¢c), section 7(b) (3), and section 
13(b) (4). 

The Kennedy bill, S. 1046, proposes to increase the statutory minimum wage 
and to eliminate the exemptions referred to above. The Maine Canners’ & 
Freezers’ Association finds that the enactment of the Kennedy bill would work 
extreme hardship on the canners and freezers of our State. We earnestly 
solicit your support to oppose and defeat any measure and specifically S. 1046, 
because of the harm it would inflict upon the industry in Maine. 

Our association bases its opposition to the elimination of the canning exemp- 
tions of the Fair Labor Standards Act on these factors : 

1. Canning operations in Maine are highly seasonal in character. Our Maine 
season is always of very short duration. 

2. Weather and harvesting conditions are subject to extreme variations. 

3. The forces of nature control the flow of the raw product to the eannery 
and processing plant which necessarily dictate that the number of hours per 
day or per week that must be worked in any canning plant during the peak 
of the season will always depend on weather conditions and will always flue- 
tuate widely. These natural forces control the amount of raw product that 
will reach any of our plants. 

4. As you realize practically all of our canning plants are located in Maine’s 
rural areas and small towns where additional labor is not readily available. 
There is typically a serious shortage of available cannery manpower in out 
short active season. Some plants operate as little as 20 days—some seasonal 
operations will stretch 8 to 10 weeks maximum. The overtime hours vary and 
are as a rule not sufficient to attract enough labor to operate a regular second 
shift. 

>. Elimination of the canning exemptions would result in penalizing us by 
requiring overtime payments for hours worked in excess of 40 hours a week. 

6. On the national scale the Maine season for producing raw product is 
undoubtedly the shortest in the Nation. Our period of harvesting and process- 
ing is therefore necessarily very concentrated. We must operate at top speed 
using every possible hour. If we are obliged to pay penalty overtime, our 
costs will be higher than those of competing areas where the seasons are longer. 
Thus, although a basic purpose of the FLSA is to prevent discrimination arising 
from different labor costs, removing the canning exemptions would foster such 
discrimination and would particularly harm Maine canners and freezers. 

7. Producers and consumers would suffer from an elimination of the canning 
exemptions, for prices would rise, all raw product might not be used, and peak 
quality could not be maintained. 
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The Maine Canners’ & Freezers’ Association begs your support in opposing 
aad working to defeat the Kennedy bill, 8S. 1076. 
Sincerely, 















CHARLES H. BatLey, President. 






WINKELMAN’S DEPARTMENT STORE, 
Wausau, Wis., April 27, 1959. 

Senator WILLIAM PROXMIRE, 

Senate Office Building, 

Washington, D.C. 

DEAR SENATOR PROXMIRE: We would like to go on record that we are opposed 
to the bill S. 1046 which is intended to raise the minimum wage scale from the 
current scale of $1 an hour to $1.25 an hour. In the past few years retail 
department stores, such as ours, have been having a pretty tough time of it and 
we are just starting to see the light. <A raise in the minimum wage at this 
time would put our progress back at least another 3 years and to us that would 
inean another 3 years of struggling to come out with a profitable picture. 

Please make this letter a part of the record of the hearings. 

Thanking you in advance for your kind consideration of this letter, we remain, 

Sincerely yours, 















A. S. BARTEL, Vice President. 






TEXTILE WORKERS UNION OF AMERICA, 


Boston, Mass., April 23, 1959. 
Hon. JOHN F. KENNEDY, 


U.S. Senate, Washington, D.C. 


DeaR SENATOR KENNEDY: The research department of the AFL-CIO has just 
issued estimates showing the impact of the proposed improvements in the Fed- 
eral wage-and-hour law on the economy of our State. I feel you will want to 
have these figures in connection with your study of the pending legislation. 

In Massachusetts, an increase in the minimum wage to $1.25 and extension of 
coverage to unprotected workers, as provided in the Kennedy (S. 1046)-Roosevelt 
(H.R. 4488) bills would require raises for an estimated 165,000 low-paid workers. 

The required increase in total wage and salary payrolls in Massachusetts 
would be slightly over one-half of 1 percent. 

Although small as a proportion of total payroll, the increase would be a con- 
siderable addition to the purchasing power of the State’s lower income families. 
In dollar terms, the increase in purchasing power for Massachusetts’ low-income 
workers would be an estimated $50 million a year. 

You will understand, of course, that not all the low-income workers in any 
State can be reached by Federal legislation. And if you will study the terms of 
S. 10446 and H.R. 4488 you will find that there has been a specific exemption of 
small businesses, especially retail establishments, in the coverage section of 
the legislation. 

Permit me to emphasize the fact that the problem of low-wage competition, 
particularly in the consumer-goods fields, apparel, textiles, ete, is once again 
becoming very severe. We, in New England, are being hurt by the South, as 
well as other regions of the country. In addition, we have the problem of sub- 
Standard operations right within our own State and in adjoining States. I 
refer to the type of operator who leases a closed textile plant, for instance, and, 
taking advantage of the plight of stranded workers, pays wages close to the 
absolute minimum allowed by law. One way to lessen the danger of this type 
of vicious exploitation is to increase the minimum wage. 

It is our earnest hope that hearings on this legislation can be held within 
the next couple of weeks and, thereafter, brought to the floor of the Senate and 
House as promptly as possible. The economic situation in Massachusetts and in 
New England demands the earliest possible action on S. 1046 and H.R. 4488. 

Very sincerely yours, 




























J. WILLIAM BELANGER, 
New England Regional Director. 
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Tue UNIversITyY OF ALABAMA MEDICAL CENTER, 
Birmingham, Ala., May 9, 1959. 
Hon. LisrTeErR HILL, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR HitL: This is just a note to give you in writing the figures I 
mentioned on Tuesday regarding the impact on our hospital should the minimum 
wage be raised to $1.25 and applied to university hospital. 

The cost of increasing the pay of all workers now receiving less to a minimum 
of $1.25 per hour would come to a total of $973,921 per year. The mandatory 
increases for workers of slight skill now receiving only a little more than $1.25 
per hour would be another $588,742 per year. A total increase of $1,562,663 per 
year. 

If this increase had to be passed on to paying patients, whom we serve to the 
extent of about 88,000 patient-days per year, the charges to them would have to 
be increased by $18 per paying patient per day. 

I greatly appreciate being with you on Tuesday and your great courtesy. 

Sincerely yours, 
Rosert C. Brrson, M.D., Vice President. 


Russet Hosprrat, 
Vlerander City, LJa., Vay 20), 1959. 
Hon. Lister HILL, 
Senate Office Building, 
Washington, D.C. 

Drak SENATOR Hitt: The board of trustees of this hospital and I are concerned 
very much with the probable effects which enactment of S. 1046 would have on 
this hospital. I have written Senator John F. Kennedy, before whose Subcom- 
mittee on Labor the bill is now pending, and I wish to express our feelings to 
you also. 

Ours is a small, nonprofit, accredited hospital of 58 beds and 15 bassinets 
serving a farming-industrial area of about 22,000 population. The wages pres- 
ently paid our employees are comparable to those paid individuals of similar 
skills and abilities in other businesses in this area. The key to this problem 
seems to us to be in the words “in this area.” We do not claim that our wages 
are comparable to those paid on the west coast, nor in the Chicago or New York 
areas. They are not comparable and should not be, under existing conditions. 
We feel that the wages paid should bear some relation to the cost of living in the 
area in which the hosiptal is located. 

Our most recent audited cost per patient-day (for the year ending June 30, 
1958) was $21.07, of which about 66 percent represented salaries and wages. If 
the provision of 8. 1046 were in effect, our costs would increase to about $28 
per patient-day, and I know of no way to avoid the deficit which would result 
than by raising our charges to the patients, and this is rarely a popular move. 
With such a bill, we might reasonably expect that our cost of supplies and 
equipment would also increase, but our biggest expense is in personnel. We are 
trying every available means to reduce the cost of hospital care, but there is $0 
little that can now be done in the way of automation. We use prepackaged 
supplies to save labor, we use automatic equipment where possible, and we do all 
that we can to keep our personnel-patient ratio from increasing, but there is still 
no substitute for the personal service that all sick people seem to need. 

As the care and treatment of the sick and injured becomes more complex, we 
are finding it necessary to insist on more highly trained technical personnel and 
of course the employment of these persons requires a high salary. It is true 
that lives are saved or that suffering is diminished, but the cost is often greater. 
The former is always laudable, but the latter is condemned. And yet one cannot 
have these lifesaving or pain-diminished facilities at no cost. 

I am not certain that a bill compelling hospitals to raise the cost of their serv- 
ices would be in the public interest at this time. Probably this hospital and 
others in Alabama would feel the effects of this proposed law more than would 
others outside the South ; however, every hospital would be affected by the law. 
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The general public, either directly or through third-party payers of hospital bills, 
would be the final recipient of the higher costs. As time goes on we may be able 
to effect further economies of operations and thus slow the rise in hospital costs. 
It is also to be hoped that hospital employees may receive more remuneration 
where it may be indicated. To require hospitals to raise wages drastically at 
this time, however, would require a readjustment of all wage scales and thus 
have a snowballing effect on the total wage picture. This would be felt greater 
in Alabama and neighboring States than in other sections of the country. 

When you make your decision on the merits of this proposed legislation, I hope 
you will consider these facts. 

Very truly yours, 


JAMES W. Brown, Jr., Administrator, 














NEWARK, N.J., March 17, 1959. 
U.S. SENATE, 

Committee on Labor, 

Washington, D.C, 


GENTLEMEN : I would like to take this opportunity to urge the U.S. Senate 
to enact Senate bill 1046 which would amend the Fair Labor Standards Act of 
1938 to increase employee coverage and raise the minimum wage to $1.25 per hour. 

Under present regulations of the Fair Labor Standards Act of 1938, many 
millions of Americans are not protected. The largest group of these exempted 
workers are the rank and file of agriculture, retail stores, laundries, cleaning 
stores, and many others directly associated with our daily commercial life. 
To exclude them from adequate coverage under this act is unfair. Senate bill 
1046 would rectify this situation and grant needed coverage to some 7,500,000 
Americans. 

In supporting an increase in the Federal minimum wage from the present $1 
an hour to $1.25, may I repectfully state the $1 an hour wage is far from 
sufficient in our urban center. The higher paid, better organized workers in 
urban areas are currently averaging $2-plus in hourly wages, but many thousands 
of our workers’ wages are based on the $1 an hour minimum. 

Since 1955 when the Fair Labor Standards Act was amended to provide for 
the $1 an hour minimum, there has been a nine-point increase in the Consumer 
Price Index which yielded an automatic 18-cent-per-hour wage increase to 
workers covered by ecalator clauses. 

Many thousands of better organized workers received additional hourly 
increases during this same 4-year period to keep pace with the rise in the cost 
of living. 

In all fairness to employees not as fortunate, Senate bill 1046 should be 
enacted by the 86th Congress during its present session. 

Respectfully submitted. 



















Leo P. Carin, Mayor. 
















CLARK’S SUPER MARKETS, 
Jacksonville, Fla., June 1, 1959. 

Representative CHARLES BENNETT, 

House Office Building, 

Washington, D.C. 

Dear REPRESENTATIVE BENNETT: This letter is sent to you in regard to your 
Senate bill 1046, and you are herewith requested that this letter be made a part 
of the records of hearing. I would like to voice my opposition to this piece of 
legislation because of the danger of adding to the inflationary spiral that seems 
to be hitting our country today by adding to our cost of doing business. 

As a small businessman it possibly would not directly affect our employees, but 
would do so in an indirect way by having to compete with the larger firms in our 
market for qualified personnel. 

I trust that politics will be forgotten in the consideration of this bill and that 
serious thought be given to the economy of our country. 

Thank you for your consideration. 

Sincerely yours, 











LESTER CLARK. 
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CANNERS LEAGUE OF CALIFORNIA, 

San Francisco, Calif., June 2, 1959. 
Hon. Joun F. KENNEDY, 

Chairman, Subcommittee on Labor of the Senate Committee on Labor and Pub- 
lic Welfare, Senate Office Building, Washington, D.C. 

DraR SENATOR KENNEDY: The Canners League of California, an unincorpo- 
rated, nonprofit trade association of 87 canners packing approximately three- 
fourths of the total California fruit and vegetable pack, wishes to express its 
opposition to those provisions of Senate bill No. 1046 that eliminate from the 
Fair Labor Standards Act of 1938 the basic overtime canning exemptions con- 
tained in sections 7(b) (38), 7(¢), and 13(b) (4). Removal of the exemptions 
from overtime requirements now applicable to seasonal processing industries, 
in our opinion, would not further in any manner the original purpose of the 
act, viz: to spread employment; it would probably increase prices of canned 
fruits and vegetables to consumers because of the higher costs, disrapt normal 
processing operations, and change existing competitive relationships between 
canners in different areas. 

According to congressional debates, hearings and reports at the time of the 
enactment of the Fair Labor Standards Act of 1988, the 40-hour maximum 
workweek was put into the law to spread employment and to establish a year- 
round regular workweek for as many employees as possible. Such an objective 
would not be accomplished in the food-processing industries. Canning in Cali- 
fornia, as elsewhere, is characterized above all else by the seasonal nature of its 
business. Canners must receive and process the crops at the time of their ma- 
turity in order to insure highest quality and utilize the maximum amount of 
produce during the short harvest season. If the situation demands it, the 
canner must operate around the clock, or at the other extreme, on an interrupt- 
ible basis. Under these circumstances, he has little control of working hours, 
nor the ability to spread production evenly over a period of a week perhaps, or 
certainly for the period of the entire year. Recognizing this peculiar seasonal 
nature of the business, the original act provided the overtime canning exemp- 
tions which have been reaffirmed each time they have been challenged since 
1938. 

Perhaps it is said that the canning season in California extends over a much 
longer period than that in other States. This quite possibly is true. How- 
ever, on analysis it would be seen that different crops mature and are processed 
at different times of the vear causing a series of peaks in activity, rather than 
one sustained season. Processing for individual crops often is of relatively 
short duration. Moreover, many canners do not process all the crops in a com- 
plete line, but are selective depending on the capacity and equipment of their 
plants; thus making for peaks and valleys in their operation between separate 
crops. Beeause of the size of the California industry, tremendous volumes 
have to be processed during relatively short periods of time. There can be no 
delays. In this one State alone, approximately one-third of all the canned 
fruits and vegetables in the United States are packed: over one-half the canned 
fruit in the Nation comes from California; also, over two-thirds (about 2% 
million tons) of the U.S. tonnage of canning tomatoes is processed in California 
into a wide variety of canned tomatoes and tomato products. 

It can be seen from the above that removal of the exemptions would not 
spread employment. What then would be the effect of the removal? Certainly, 
first of all, the requirement to pay overtime would add to the costs of process- 
ing, which costs would have to be passed on—thus, ultimately, the price of 
canned fruits and vegetables from California to the consumers would be raised. 
This certainly would be a far ery from the intentions of those who originally 
conceived the 40-hour maximum workweek law. 

Removal of the exemptions would undoubtedly cause a disruption in the 
canning process in California, detrimental to farmers and processors alike. To 
smooth out the flow of raw products to the canneries both growers and canners 
in California have done a great deal of work to develop new varieties of fruits 
and vegetables and to foster, where possible, nonseasonal processing. These 
efforts have met with very limited success, and ripening of the crops still is the 
major factor determining the pace of canning. Removal of the overtime can- 
ning exemptions certainly would change the emphasis for the California proc- 
essor in receiving his raw material, and would be an incentive to accept, or not 
to accept, raw material on the basis of production schedules and attendant 
eosts rather than to receive them at the peak of maturity to assure maximum 
quality. This could have an adverse effect on grower and canner alike. 
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Finally, loss of the basic overtime cunning exemptions could very well affect 
the competitive position of California canners since the penalty overtime pro- 
visions would bear heavily in this No. 1 canning State, for huge daily volumes 
must be processed in an ever-so-short season. Processing might be shifted to 
other areas where there would be greater opportunity to provide a more con- 
tinuous flow of raw product. This shift might not be consistent with the sound 
economic considerations which would prevail were it not for the penalty over- 
time payments. Also, there is the possibility that penalty overtime payments 
might result in an actual decrease in the amount of raw material processed in 
California. This would result in a decline in the volume of food processed, 


which would be economically unfeasible and to the detriment of consumers and 
California growers. 
Yours truly, 


M. A. CLEVENGER, 
Ewecutive Vice President. 





AMERICAN BAKERS ASSOCIATION, 
Washington, D.C., May 21 1959. 

Hon. Joun F. KENNEDY, 

Chairman, Senate Labor Subcommittee, 

U.S. Senate, Washington, D.C. 


DEAR SENATOR KENNEDY: The American Bakers Association wishes to express 
its views to your subcommittee on certain aspects of S. 1046, which would amend 
the Fair Labor Standards Act of 1938 and greatly extend its coverage. 

The baking industry is the second largest food-processing industry in the 
country. Its products are bread, cake, pies, cookies, and biscuits, among others. 
It is essentially local in operation and most of its products, which are perishable, 
are distributed immediately after production in the local marketing area for 
resale to consumers. 

As an industry, it provides steady, stable employment at excellent wages to 
some 320,000 employees. The nature of the industry is such that employment 
continues, regardless of business fluctuations, so that employees can feel secure 
in their jobs. Continuous employment at good wages is but one of the attributes 
of the industry which makes it an asset to the community. Additionally, in the 
last several years it has been a leader in the fringe benefits granted to employees. 
A recent study indicates that fringe benefits in the baking industry ure the 
equivalent of approximately 27 percent of the industry payroll costs. 

Thus, as you can readily see, our subsequent comments on the effect of certain 
provisions of S. 1046 on our operations are predicated not on any desire to 
retain substandard working conditions or wages in our industry, because such 
do not exist; but rather, on the necessity of avoiding the establishment of further 
Federal controls under the Fair Labor Standards Act in an area which has no 
need for them. We direct our comments to those provisions which would— 

(1) Extend the coverage of the act to any activity affecting commerce: 

(2) Eliminate the exemption from the provisions of section 7 provided in 
section 13(b) (1) of the Fair Labor Standards Act of employees with respect 
to whom the Interstate Commerce Commission has power to establish 
qualifications and maximum hours of service pursuant to the provisions of 
section 204 of the Motor Carrier Act of 1935: 

(3) Curtail the exemption for retail bakeries under sections 13(a) (4) 
and (13). 

With respect to the first provision referred to, should the coverage of the 
Fair Labor Standards Act be extended to any activity affecting commerce, the 
present well-defined area of coverage would vanish and our bakery operators 
who are not in interstate commerce would find themselves within the orbit of 
further Federal control, yet with uncertainty as to their status. Those affected 
would, of course, be principally the one-plant operator, the small businessman 
operating cutirely within one State. 

A substantial body of judicial decisions and administrative interpretations 
presently guide industry as to the extent of coverage under the act. The 
proposed amendment of S. 1046 to extend the coverage would demolish these 
guides as effective determinants of an employee’s status where he is now known 
to be outside the coverage of the act. 

In 1957 Secretary of Labor Mitchell in testimony before this committee stated, 
“Under the Fair Labor Standards Act, the line of coverage must be drawn as 
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precisely and definitely as it can be so that employers and employees may under- 
stand its application from the facts that they knew. Wages have to be paid 
each pay period and if the law applies, it must be complied with at that time.” 
This statement. we think, forcefully summarizes the serious problem which 
would confront local bakers who are not engaged in commerce, but whose 
activities could possibly be censtrued to affect commerce. Court decisions 
leave little doubt as to the broad reaches of the term “affect commerce.” 

In the baking industry, the objection to the extension of this coverage is not 
predicated on any objection to the minimum-wage provisions of this act. The 
average wage paid in the baking industry is well in excess of $2 per hour and 
ranges above $3 an hour for hourly paid employees. Our objections go basically 
to the philosophy underlying this proposed extension of Federal control over 
local businesses, and the practical difficulties involved in attempting to determine 
whether coverage exists. We believe it is not necessary for the Congress at this 
time to move further into an area which is more properly the province of the 
States. The declared objectives of the act can be met, and are being met, 
without expansion of the coverage proposed in S. 1046. 

With reference to the proposed elimination of the exemption provided in 
section 13(b)(1) for employees subject to the provisions of the Motor Carrier 
Act, it should be recalled by yvour committee that this provision was originally 
inserted to avoid any conflict with the highway-safety program adopted by the 
Interstate Commerce Commission in carrying out its duties under that act. 
Today, more than ever before, highway safety is of paramount importance. The 
Interstate Commerce Commission in the last few years has been stepping up 
enforcement of its program and has established stringent requirements which 
must be observed by individuals whose activities affect the safety of operation 
of motor vehicles. They require, among other things, for all who drive in 
interstate commerce, a most detailed physical examination every 36 months. A 
daily log is required to be kept by such drivers. Their hours of work are closely 
controlled with a view to insuring adequate safety on the highways. 

In our opinion, this exemption from the overtime provisions of the act for 
those who come under the jurisdiction of the Interstate Commerce Commission 
should not be tampered with. The safety of all highway users should take 
precedence over efforts to extend the domain of the Wage and Hour Division. 

There are approximately 90,000 trucks operated by the baking industry. Their 
drivers are paid well in excess of the minimum wage, whether they are driver- 
salesmen or over-the-road drivers. Most of them are union members and their 
Wages are set under union contracts through the processes of collective bargain- 
ing. Because their hours are frequently irregular, their wages take into account 
the hours they work. The continuance of the exemption provided in section 
13(b) (1), however, is most necessary as a safety measure. 

In the absence of any compelling reason to eliminate it, the interests of the 
public, as well as those who are now exempt under section 13(b) (1) will best 
be served by continuing this exemption. 

Finally, we urge that no change be made in the exemption provided for em- 
ployees of retail bakeries. The reasons to retain this exemption have been 
covered at great length by witnesses before your committee. As far as the 
minimum wage coverage is concerned, it would be well-nigh impossible to find 
an employee of a retail bakery not now receiving at least the minimum wage of 
$1 per hour. To eliminate the exemption for this group from the overtime 
provisions of the act would only increase costs unnecessarily by subjecting retail 
bakery operators who are small businessmen to unwarranted expense and seri- 
ously interfere with their ability to compete effectively with larger operators. 
Because of their small size they are not geared to undertake the additional 
costs which this coverage under the act would cause. The exemption should be 
eontinued without change. 

We urge your serious consideration of our objections to the foregoing pro- 
posed amendments to the Fair Labor Standards Act and respectfully request’that 
this letter be made a part of the record of the hearings. 

Sincerely, 
JOSEPH M. CREED, Counsel. 
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PENNSYLVANIA NEWSPAPER PUBLISHERS’ ASSOCIATION, 
Harrisburg, Pa., May 1, 1959. 

Hon, Joseru 8S. CLark, Jr., 

Senate Office Building, 

Washington, D.C. 


DeaR SENATOR: We understand that Senate bill 1046 is now scheduled for hear- 
ing by the Senate Labor Subcommittee. 

If we interpret this measure correctly, its provisions would mean that news- 
paperboys under 16 years of age engaged in the delivery of papers to consumers 
other than at their residences, will be subject to wage-and-hour law provisions 
covering minimum wages, maximum hours, and child labor. We also under- 
stand that boys under 16 years of age delivering to consumers at other places 
than their homes will be subject to the minimum-wage and maximum-hour 
provisions. 

It is our opinion that contrary to the arguments of the proponents of this 
legislation, this measure would inadvertently be harmful to young boys, and serve 
as an encouragement to juvenile delinquency. 

The logic is strikingly clear. 

These measures tend to discourage newspaperboy opportunities. Expanding 
economic control such as proposed here can only reduce the number of situations 
which newspaper selling can be turned over to young businessmen. 

Providing sound opportunities for newspaperboys is obviously one of the major 
factors in the fight against juvenile delinquency. I am sure you will be among 
the first to agree the experience a newspaperboy receives is of tremendous value 
to him in later life. 

Newspaperboys have a fine recognition almost universally in America. We fail 
to understand why anyone would propose this unnecessary restrictive and un- 
sound legislation. It can only result in lessening chances for this valuable type 
of training. 

The newspapers of Pennsylvania will appreciate your consideration of this 
viewpoint. In view of the hearings now being held, we urge you to take the 
necessary steps to properly amend this bill to preserve newspaperboy oppor- 
tunities as they now exist. 

Sincerely yours, 
G. RicHarpD Dew. 


Tom BroverickK Co., INC., 
Parsons, Kans., March 24, 1959. 

Senator BARRY GOLDWATER, 

Senate Office Building, 

Washington, D.C. 

DeaR SENATOR GOLDWATER: Will you please make this letter part of the record 
concerning S.1046? I wish to outline the reasons why I am opposed to any 
increase in the Federal minimum-wage law. 

The cost of labor is the main reason in the production of our product which 
runs up the price we have to charge for our garments. One of the main func- 
tions of a businessman is to select various costs that he can make a profit on 
his product at the lowest possible price to the consumer. When the Federal 
Government sets a minimum on any one of these costs, it is of course necessary 
that we take this into consideration and increase the cost of the article which 
we are selling to cover this cost. 

You are aware of the fact that competition is what keeps the business from 
charging too much for the product that it sells. Most businesses operate on a 
narrow margin, and if prices are to be advanced, it will force some people out 
of business, causing further unemployment, and higher prices would produce 
further inflation. 

Here are some further reasons why it would be unwise for Federal Govern- 
ment to further interfere in business affairs—affairs which it apparently is not 
capable of handling to the best interests of all concerned : 

1. Such a Federal law would impose the will of a Central Government on the 
employers of various States with no regard to the wide differences of needs and 
conditions in each State. (States are capable of making their own laws if it is 
the wish of the people. ) 

2. The $1.25 minimum will put some people out of work. Many of the people 
who are working for less than $1.25 cannot earn higher wages. If any em- 
ployee cannot earn this, we would be forced to let such an employee go and em- 
ploy only those who can earn this minimum. 
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3. Even if a small business does not come under this law, it will have to pay 
these wages to compete in the labor market. 

4. Many businesses have a sliding wage scale which they base on experience, 
production, and length of service. If the employees at the low end of the scale 
are paid this $1.25, the others will have to be increased accordingly. 

Why do you lawmakers in Washington insist on interfering with the basic 
laws of the free market which has made our country great? Why do you insist 
on injecting the Federal Government into the affairs that the States themselves 
are able to handie to suit their individual needs? 

Sincerely, 
F. N. Dick, Vice President. 


HAZLETON BROADCASTING CoO., INC., 
Hazleton, Ja., April 25, 1959. 
Hon. JosepH S. CLARK, Jr., 
Senate Office Building, Washington, D.C. 

Dear Joe: In looking over Senate bill 1046, designed to provide coverage for 
employees of large enterprises, etc., to increase the minimum wage under the act 
to $1.25 an hour, I would like to make this comment which I think deserves 
serious consideration by the committee. 

In the field of radio broadcasting, there are many small stations throughout 
the United States serving their communities. In many instances, they are the 
only means of radio and/or television communication. These radio stations must 
train their own employees. It is usually from these training grounds that the 
larger radio and television stations get their talent. 

It becomes a rather expensive training period for the small radio station if the 
minimum of $1.25 per hour would have to be paid. 

I believe for such semiskilled people there should be a provision for a training 
period not to exceed 6 months. During this time, the radio station or some simi- 
lar affected industry would be relieved of paying the minimum sum of $1.25 an 
hour. 

In other words, these people are being paid while learning, and the more realis- 
tic figure such as $0.75 per hour should be established for this time. 

In Hazleton and also at Bloomsburg, where we have to train our own people, 
we do pay the required dollar an hour minimum. Since the first of last year, we 
probably tried out 10 to 25 people at each place for 1 to 3 months. The cost 

‘an run up, as a small percentage of them prove adaptable for the work. 

I certainly urge you to bring this before the Labor Committee. 

With kindest personal regards, I am, 

Sincerely yours, 
Victor C, DIEHM. 


MILWAUKEE CoUNTY INDUSTRIAL UNION CounciL, AFL-CIO, 
Milwaukee, Wis., March 20, 1959. 
Hon. JoHN F. KENNEDY, 
U.S. Senate, Washington, D.C. 
Dear SENATOR KENNEDY: Attached hereto are copies of resolutions as adopted 
by our delegates at their regular meeting of March 18, 1959. 
Our council is in full support of your bill calling for the increase of the mini- 
mum wage from $1 to $1.25. 
Keep up the good work. 
Very truly yours, 
Frep A. Ercuut, Secretary-Treasurer. 


RESOLUTION No. 1 


All Americans must be assured of a basic minimum standard of living if we 
are to maintain a healthy economy at home and a position of moral leadership 
in the world. 

This principle was recognized by Congress in 1937 when the original Fair Labor 
Standards Act—the wage-hour law—was adopted. But today, this law no longer 
fulfils its purpose. 

‘The present minimum wage of $1 an hour was inadequate when it was put 
into effecte 4 yars ago; it is even less adequate after a long period in which prices 
have soared and wages as a whole have risen steadily. 
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Even this much protection is denied to 20 million workers who are excluded 
from coverage. Actually the percentage of workers affected by the law today is 
less than it was 21 years ago, because of restrictive amendments adopted in 
1949. 

Every study by Government and social agencies proves beyond question that 
$1 an hour is too little to support even a single person, much less a family. But 
millions of Americans are forced to struggle along at or below this level. 

The Nation has long since learned the social and economic cost of low wages. 
They foster slums and juvenile delinquency. They impair health. They impose 
an increased tax burden on the rest of the community. They reduce consumer 
buying power below the amount needed to keep America at work. 

In this era of struggle between freedom and Communist totalitarianism, the 
moral cost may be even more significant. The shortcomings of the present wage- 
hour law has created a depressed class of workers—a large group within our 
society whose members are hard put to eke out a bare subsistence, and can do 
no more than dream of a genuine American way of life. Clearly the existence 
of such a group enables our enemies to make light of our historic claim that 
liberty and the good life go hand in hand. 

We in the labor movement are for the most part far more fortunate. Through 
our unions we have won wages, working conditions, and other benefits far above 
the minimum. But this does not blind us to the needs of our fellow Americans 
or our vital stake in their fulfillment. 

A bill which would take a long step toward meeting this basic problem has 
been introduced in Congress by Senator John F. Kennedy and Representative 
James Roosevelt, and cosponsored by many of their colleagues in both Houses. 
This bill would raise the Federal minimum wage to $1.25 hour and would 
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extend wage-hour protection to nearly S million additional workers: Therefore 
be it 

Resolved, That the Milwaukee County Industrial Union Council, AFL-CIO, 
call upon Congress to enact the Kennedy-Roosevelt bill without delay, so this 
serious threat to the economic and moral strength of our Nation will be swiftly 
met; be it further 

Resolved, That copies be sent to Congressmen Zablocki and Reuss and Sen- 
ators Wiley and Proxmire. 



























RESOLUTION No. 2 





Whereas the present Federal minimum wage of $1 an hour is inadequate to 
provide a bare subsistence in the United States today ; and 

Whereas more than 20 million Americans lack the guarantee of even this in- 
adequate figure and are without any legal limitation on their hours of work; and 

Whereas these shocking facts constitute a grave threat to our national econ- 
omy, a challenge to our moral standards as a people, and a peril to our reputation 
as democracy’s showcase through the world; and 

Whereay the existence of underpaid and overworked wage earners is a particu- 
lar danger to the well-being of the citizens of the city and county of Milwaukee; 
and 

Whereas there is now before Congress a bill (S. 1046 and H.R. 4488, Kennedy- 
Roosevelt) which would greatly ameliorate this problem by raising the Federal 
minimum wage to $1.25 and including nearly 8 million additional workers under 
the protection of the Fair Labor Standards Act ; Now, therefore be it 

Resolved, That the Milwaukee County Industrial Union Council AFL-CIO 
petition the Milwaukee Common Council and Milwaukee County Board of Super- 
visors to call upon the Congress of the United States to give prompt and favor- 
able consideration to S. 1046 and H.R. 4488 so that the conditions above described 
can be corrected. 





ESTABROOK’S WOMEN’S APPAREL, 


Jacksonville, Fla., May 22, 1959. 
Representative CHARLES BENNETT, 
Senate Office Building, Washington, D.C. 
DEAR REPRESENTATIVE BENNETT: I am writing about the Senate bill 1046 


which deals with the increase of certain wages from $1.00 to $1.25 an hour. 
What I have to say will be confirmed by a great many other small shops such 
as mine, and while I understand that this bill will apply only to larger opera- 
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tions, it puts me in direct competition with these organizations for help and to 
all intents and purposes, I might as well be included. 

Mine is a small dress shop employing 4 people regularly, mostly elderly women, 
widows and high-school girls on Saturday and peak occasions. This is strictly 
unskilled labor and casual help for the most part. 

If I have to increase their pay to meet competition, I have two alternatives; 
one is to raise prices and the other lay them off. If I increase prices, I will 
price myself right out of the market and eventually go out of business. So the 
only thing I can do is to cut down the force and alternate the work. In both 
instances, unemployment will result. 

We have been getting along in the past, my help is satisfied, so why tip the 
applecart? 

Please make this letter a part of the record for the hearings. 

Very truly yours, 
W. H. EsStTaBrook, Owner. 


AcME LAUNpDRY & CLEANERS, 
El Paso, Tex., March 24, 1959. 
In re Senate bill 1046. 
Hon. RALPH YARBOROUGH, 
Senate Office Building, Washington, D.C. 

Deak SENATOR YARBOROUGH: My name is F. B. Fletcher. For 45 years I 
have been president and manager of the Acme Laundry & Cleaners, of El Paso, 
Tex. I wish to submit to you the following statements which affect the public 
interest in connection with the proposed extension to the Wage and Hour Act 
to cover service institutions: 

1. Service institutions are now exempt because they do not in any way 
produce or use products entering substantially in the stream of interstate 
commerce. However, should they perform services to the extent of 25 percent 
for mining, manufacturing, milling, and transportation, they are not exempt. 
Also, if services across State lines to the extent of 25 percent are performed, 
they are not exempt. It thus appears beyond a shadow of a doubt that these 
concerns are usually small, entirely local in character, and that of states rights 
and the Constitution of the United States. Wages-hours in such industries can, 
if need be, better regulated on the State level. 

2. A laundry has the highest percentage of labor in its product of any other 
industry, averaging 55 to 60 percent. Comparative figures show 5 percent of 
gross sales for such products; flourfi cigarettes, petroleum products, grocery 
stores, etc., an average of 16 to 20 percent for most manufactured articles 
(automobiles 26 percent), and up as high as 50 percent for restaurants (figures 
from Babson). The national average of profit for laundries is 4.5 percent of 
gross receipts before Federal taxes (figures from American Institute of 
Laundering ). 

It is, therefore, very clear that any substantial increase in wages would 
result in either (1) destruction of the business, or (2) substantial increase in 
prices which would add to spiraling inflation, and (3) as a necessary sequel 
to these two factors would greatly reduce volume of business and throw many 
people out of work. There are too many people unemployed in this country 
now without adding more distress and relief measures by government. 

3. The laundry business provides its patronage with a service (washing and 
ironing) which can be (and frequently is) done by patrons at home. Any 
substantial increase in prices would drive the service out of the plants and 
into the home, thus needlessly destroying a useful service to the publie and 
throwing many thousands of people out of work. 

4. To obtain workers the laundry industry must compete in the open labor 
market. With marked limitations on the price that the product will bear, 
laundry operators are usually people whose skill and abilities do not permit 
employment elsewhere. Consequently, if deprived of this employment these 
people cannot find work elsewhere and will become public charges or starve. 

5. The extension of the Wage and Hour Act to retail and service institutions 
would add millions of small concerns to be administered and policed by the 
Federal Government at an ultimate cost of nearly half a billion dollars a year. 
This would substantially increase the greatest danger this country now faces, 
viz: inflation and inability of the Government to live within its means. 
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I respectfully submit that none of the inevitable results of the application 
of the Wage and Hour Act to the laundry industry would be in the public 
interest. 


I also request that this letter be made a part of the record of the hearings 
Sincerely, 


F. B. FLercHer. 


Howarp FRAME OFFICE EQUIPMENT Co., 


Parsons, Kans., March 21, 1959. 
Senator BARRY GOLDWATER, 


Senate Office Building, 
Washington, D.C. 


DEAR SENATOR GOLDWATER: I would like for you to please make this letter 
part of the record concerning S. 1046. It states my reasons for opposing any 
increase in the Federal minimum-wage law. 

Labor costs are part of the components that determine the price a business 
man must charge for his goods and services. These components must be care- 
fully selected so that the businessman can profitably market his products at the 
lowest possible consumer price. When the Federal Government sets a minimum 
on any of the components it—to a certain extent—increases the price the con- 
sumer must pay. 

At the present time most businessmen are operating on a very narrow profit 
margin. Narrower margins would result in forcing the small businessmen out 
of business which would create more unemployment, or force them to charge 
higher prices which would cause further inflation. 

Listed below are some additional reasons why I feel it would be detrimental 
for the Federal Government to interfere in business affairs : 

1. A law such as 8. 1046 would impose the will of the Federal Government on 
the people of the various States without giving any thought or concern for the 
wide differences in conditions and needs in each State. If the States feel that 
such a law is necessary in their individual situations, they are capable of legis- 
lating their own laws. 

2. The $1.25 minimum will put more people out of work than it will help. 
Many small businesses will be unable to meet this wage for all employees and 
must let some of this help go when the labor cost becomes more than the busi- 
ness can afford. It is better to work for lower wages than not to work at all. 

3. Many of the people who are working for less than $1.25 an hour do so 
because they are not capable of doing the jobs that pay more. An employer 
cannot pay more than an employee's productivity allows. The businessman will 
be forced to either go out of business or to discharge the employee who cannot 
reach a high enough level of productivity. This would lead to more unem- 
ployment. 

4. The small businesses will still be affected even though they may not come 
under this law because they will still have to compete with the labor market of 
the larger businesses. 

5. The wage structure of most businesses is a sliding scale based upon ex- 
perience, productivity, length of service. If the wages of the employees at the 
lower end of this scale are to be raised, so must the wages of all the employees 
on the scale. 

A law such as 8S. 1046 tampers with the basic laws of free market which our 
country holds to be so important. Is this the place of the lawmakers? Why 
should you insist on pushing the Federal Government into affairs that could be 


quite aptly handled by the individual States who better know their own 
situations? 


Sincerely, 


Howarp FRAME. 





IDAHO FaLits CHAMBER OF COMMERCE, 


Idaho Falls, Idaho, April 16, 1959. 
Senator BarRY GOLDWATER, 


Senate Office Building, 
Washington, D.C. 


DEAR SENATOR GOLDWATER: The Idaho Falls Chamber of Commerce is on record 
as opposing S. 1046, a bill to extend coverage of Federal minimum wage and 


hour laws to an additional 7.5 million workers, and to raise the Federal minimum 
wage to $1.25 per hour. 
41681—59——79 
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The decision to oppose S. 1046 was reached only after considerable research 
on the bill and the far-reaching effects it would have on our Nation's already 
inflated economy should it become law. 

The chamber is opposed to S. 1046 because it extends coverage to 7.5 million 
workers, 4.5 of which are in the retail trades. The majority of retail workers 
that earn less than $1.25 per hour are part-time employees and not the principal 
wage earners in the family. Inclusion of this group under Federal wage-and- 
hour laws would work undue hardships on retail merchants. To compensate 
for the extra costs, management would have to consider raising prices to con- 
sumers, and probably reduce personnel to keep overall costs under control. 

The prevailing wages in each area of our country are geared to the economy 
of these areas. Extension of the law’s coverage to retail, service, and other 
local business represents unwarranted intervention by the Federal Government 
into local commerce, where the need for wage-hour regulations should be left 
to the discretion of State governments. 

Please make this letter a part of the record of the hearings on S. 1046 when 
held. Thank you for the consideration you will give our views on this matter. 

Sincerely, 
JoHN S. GAMBLE, President. 


MANKATO, Minn., May 29, 1959. 
Senator GoLDW ATER, 
Senate Building, Washington, D.C. 


Dear SENATOR GOLDWATER: I want this letter to act as a definite protest and 
part of the official record of hearing on this subject S. 1046. I operate a small 
restaurant on the campus of the Mankato State College. We serve our meals to 
the college students and only to them almost exclusively. My most expensive 
meal at the present time is 85 cents, with others ranging from 60 to the 85 cents 
price. My present salaries in this restaurant range from 75 cents to the school 
kids I use that are working their way through school and $1 an hour to some 
of my experienced help. If I was required to jump my salary cost up to the 
proposed $1.25 per hour I would either have to close up my place of business or 
raise my meals a similar amount. In my mind it is very questionable whether 
these kids could afford to pay the $1 to $1.25 price I would be required to raise 
my meals. You certainly know that any increased labor cost has to be taken out 
of the business, and the only answer in my case is to raise my dinners, which 
I don’t want to do, as I feel these kids just can’t afford to pay $1 to $1.25 a 
meal. A lot of these kids work their way through school and some are operating 
on a shoestring. It would be impossible for me to hire school kids at $1.25 per 
hour. We just couldn't make it. I also use two older women who work part 
time and are drawing social security. They are allowed to make $1,200 a year 
on the side. They have to work as the social security amount does not begin 
to take care of all of their wants. What do you propose to do with these people? 
They usually are uneducated and about the only thing they are capable of doing 
is working as kitchen help or wash dishes or pots and pans. Many of them 
would be uncapable of doing any other type of work. 

If I had to pay these older people the proposed $1.25 I would let them go 
and hire better, more efficient, help. Then these people would be left out in the 
cold. 

The proposed increase proposed that I must pay as much for my help as does 
the most large business places throughout the country. 

Vhat we should be trying to do is get the Government out of our business 
rather than get more Government in Our business. This surely isa local problem 
and should be decided by local people. 

I note in the Senate labor reform legislation last month that you urged (get 
this, “urged’’) keeping the Federal intervention in union affairs at a minimum. 
Now you turn right around and want the Federal Government to stick their nose 
more in our business by making us pay Certain wages regardless of whether we 
can or cannot. I feel the shoe should be on the other foot and we should do a 
great deal more to control the labor movement who is headed, in most cases, by 
nothing more than a bunch of racketeers, as is well known throughout the 
Nation. However, I feel that most Senators are so damned afraid that any 
voting by them against unions will put them out of a job. So many Senators are 
no longer representing the people in spite of their many promises. I wish the 
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Lord would give our representatives enough backbone to stand up for what, deep 
in their hearts, they know is right. Apparently this is only wishful thinking. 
Enough of this. I could go on and on, but I just want you to know how I 
feel even though you are not my Senator. Please make this a part of the official 
record. 
RUSSELL J. GOOSSEN. 


APRIL 4, 1959. 
Hon. JOHN KENNEDY, 
Senate Office Building, Washington, D.C. 


DEAR Srr: We are one of the millions of small businesses, many of which are 
in Our area, that is gravely concerned about Senate bill 1046. A similar 
measure, bill H.R. 4488, is in the House. 

In the event either of these bills should be passed or similar legislation which 
would reduce the workweek instead of creating additional employment which we 
presume it is designed to do will have a reverse effect. In our particular in- 
dustry, more so than other types of retail concerns, we are a service organiza- 
tion. It is necessary for us to render parts and mechanical service to farmers, 
timber growers, lumber and pulpwood industries, and the trucking industry. 
You probably are aware that there is a limit to what these industries will pay 
for such services. Even with the present 40-hour workweek and the $1 per 
hour minimum wage we are operating at a loss. 

There is another aspect which causes a great deal of concern and that is the 
complete elimination of part-time inexperienced workers and handicapped em- 
ployees. 

in a recent poll made by the National Farm Equipment Retail Dealer’s As- 
sociation it was determined the farm-equipment and motortruck dealers of the 
International Harvester Co., numbering in excess of 5,500 in the United States, 
paid wages comparable to and in many cases in excess of the highest paid 
factory workers. Our particular industry pays their employees generally on an 
incentive basis with most key employees participating in the profits. Their 
earnings would be reduced and additional unemployment created if this new 
law increasing costs should go into effect. 

We urge therefore that careful consideration be given the foregoing and ask 
that this letter be made part of the record at the Senate hearing. 

Yours very truly, 
HARVEY’s, INc. 
Sam L. Harvey, Sr., President. 


TEXTILE WORKERS UNION OF AMERICA, 
NORTHEASTERN MASSACHUSETTS JOINT BOARD, 
Lawrence, Mass., April 9, 1959. 
Senator JoHN F. KENNEDY, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR KENNEDY: Enclosed is a copy of a resolution on the proposed 
$1.25 per hour Federal minimum wage, passed by the Northeastern Massachu- 
setts Joint Board, Textile Workers Union of America, AFL-CIO, at its regular 
monthly meeting held on Sunday, April 5, 1959. 

Yours truly, 
ALTON M. HopGMan, 
International Representative. 


A RESOLUTION—FAIR LABOR STANDARDS 


All Americans must be assured of a basic minimum standard of living if 
we are to maintain a healthy economy at home and a position of moral leadership 
in the world. 

This principle was recognized by Congress in 1937 when the original Fair 
Labor Standards Act—the wage-hour law—was adopted. But today, this law 
no longer fulfills its purpose. 

The present minimum wage of $1 an hour was inadequate when it was put 
into effect 4 years ago; it is even less adequate after a long period in which 
prices have soared and wages as a whole have risen steadily. 

Fiven this much protection is denied to 20 million workers now excluded from 
coverage. Actually the percentage of workers affected by the law today is 
less than it was 21 years ago, because of restrictive amendments adopted in 
1949. 
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Every study by Government and social agencies proves beyond question that 
$1 an hour is too little to support even a single person, much less a family. 
But millions of Americans are forced to struggle along at or below this level. 

The Nation has long since learned the social and economic cost of low wages, 
They foster slums and juvenile delinquency. They impair health. They impose 
an inereased tax burden on the rest of the community. They reduce consumer 
buying power below the amount needed to keep America at work. 

In this era of struggle between freedom and Communist totalitarianism, the 
moral cost may be even more significant. The shortcomings of the present 
wage-hour law has created a depressed class of workers—a large group within 
our society whose members are hard put to eke out a bare subsistence, and 
can do no more than dream of a genuine American way of life. Clearly the 
existence of such a group enables our enemies to make like of our historic claim 
that liberty and the good life go hand in hand. 

We in the labor movement are for the most part far more fortunate. Through 
our unions we have won wages, working condition, and other benefits far above 
the minimum. But this does not blind us to the needs of our fellow Americans 
or our vital stake in their fulfillment. 

A bill which would take a long step toward meeting this basic problem has 
been introduced in Congress by Senator John F. Kennedy and Representative 
James Roosevelt, and cosponsored by many of their colleagues in both Houses, 
This bill would raise the Federal minimum wage to $1.25 an hour and would 
extend wage-hour protection to nearly 8 million additional workers: Therefore 
be it 

Resolved by Northeastern Massachusetts Joint Board, Textile Workers Union 
of America, AFL-CIO, That we call upon Congress to enact the Kennedy-Roose- 
velt bill without delay, so this serious threat to the economic and moral strength 
of our Nation will be swiftly met. 


First FepERAL SAVINGS & LOAN ASSOCIATION OF WEST POINT, 
West Point, Ga., June 12, 1959. 
Senator Lister HIL1, 
Senate Office Building, 
Washington, D.C. 


DeAR SENATOR HILL: I am again asking your help. This time it is in regard to 
S. 1046. As we understand it, this bill places a minimum wage rate of $1.25 
per hour in industry and it will affect our hospital. If we are included as we 
understand it, the cost to the George H. Lanier Memorial Hospital will be $140,- 
000 per year and will raise our cost per patient $5.36; that is reckoning the 
census the same as in the past. This as you know will be almost ruinous. 

We will greatly appreciate your good efforts in preventing this bill passing in 
such a way as to so harm us. 

Thanking you again and with best wishes, I am, 

Sincerely yours, 
J. W. JOHNSON, 
President, Geo. H. Lanier Memorial Hospital. 


STATE OF NEVADA, 
OFFICE OF LABOR COMMISSIONER, 


Carson City, May 11, 1959. 
Hon. JoHN F. KENNEpDyY, 


Chairman, Senate Labor Subcommittee, 
U.S. Senate, Washington, D.C. 


DEAR SEN ATOR KENNEDY: As labor commissioner of the State of Nevada, I am 
extremely interested in the enactment of S. 1046 and S. 1095, the very vital 
amendments of the Fair Labor Standards Act. 


We, in Nevada, would be very grateful for your support and assistance in 
passing this legislation. 


I would also appreciate it if you would include this letter in the record of 
learings. 


Yours truly, 


GeorceE S. Jory, 
Labor Commissioner. 
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YWCA, 
New York, N.Y., June 10, 1959. 
Hon. JOHN F. KENNEDY, 
Chairman, Subcommittee on Labor, 
Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D.C. 


My Dear Senator KENNEDY: Support of legislation to provide basic stand- 
ards for working men, women, and children has long been one of the pri- 
mary interests of the Young Women’s Christian Association of the United 
States of America. Indeed, one of the first statements on public policy that 
the association made dealt with labor standards. That was in 1920. Since 
that time the national board of the YWCA has consistently given testimony of 
its concern for the establishment of fair wages, hours, working conditions, and 
bargaining rights for all workers. 

We supported the Fair Labor Standards Act of 1938 to correct and eliminate 
conditions detrimental to the maintenance of a minimum standard of living 
“necessary for health, efliciency, and general well-being of workers.” Wages 
that fall below that minimum would therefore be considered hazardous to 
health, to efficiency, and to well-being. 

Yet today in 1959 we have millions of workers not covered by the Fair Labor 
Standards Act and who, as a result, receive wages considerably below standard. 

Throughout the United States the YWCA serves many young women employed 
in retail trades and service industries. In a recent sample cost-of-living survey 
of our members we found that— 

1. All that fell in the lowest income bracket—under $30 a week after 
taxes were deducted—were workers in retail establishments, hospitals, 
hotels, and restaurants. 

2. Those in the $30 to $34 a week income bracket, after taxes, were hotel, 
laundry, and domestic workers. 

3. Less than one-fourth of all workers surveyed have provision for time 
and a half for overtime work. 

This was true in spite of the fact that these workers put in a 40-hour week ; 
it was true irrespective of where they lived in the United States; and in spite 
of the fact that many had been working for as long as 5 years. 

The majority of the young women in our survey agreed that the budget item 
which suffers most is “savings.” They also agreed that if their earnings were 
greater, “savings” would have first priority. 

If workers living on substandard wages cannot save money, what happens to 
them when emergencies arise? How can they pay for adequate mental and 
dental care? Is early treatment of health problems neglected to become chronic 
problems later? Other areas high on the list of those budget items that suffer 
neglect as a result of substandard wages, these workers indicated, are vacation 
and recreation. 

Obviously women and girls who earn under $35 a week and therefore cannot 
save, exist under a physical and emotional strain and feel great insecurity. 
In addition, they present special needs that must be met by community agencies, 
often at considerable cost to the community itself. 

The national board hopes therefore that the provisions of the Fair Labor 
Standards Act will be liberalized so as to bring under its coverage such workers 
as those in retail estblishments and service trades; and as many other workers 
as can constitutionally be covered—such as switchboard operators in rural 
telephone exchanges, workers in food processing plants, and agricultural work- 
ers on large-scale industrial-type farms. 

In 1955, before the enactment of the present $1 hourly minimum, we ques- 
tioned that a minimum standard of living could be maintained on that rate. 
We question this even more seriously today. We hope that your committee, 
therefore, will recommend a substantial increase in the hourly minimum wage as 
well as extention of coverage of the Fair Labor Standards Act. 

Sincerely yours, 

Mrs. PAUL M. Jones, Vice President. 
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LIQUEFIED PETROLEUM GAS ASSOCIATION, INC., 
Chicago, 1Ul., May 8, 1959. 
Hon. Lister HI, 
Chairman Senate Labor and Public Welfare Committee, U.S. Senate, Senate 
Office Building, Washington, D.C. 

Sir: The members of this association are concerned with Senate bill No. 1046 
and wish to record their opposition to this measure. The Liquetied Petroleum 
Gas Association is a national association of those companies engaged in the 
manufacture, distribution, and sale of liquefied petroleum gas. Its primary 
membership consists of approximately 2,000 LP-gas dealers who sell and deliver 
this fuel to consumers who are predominantly located in small towns and rural 
areas throughout the United States. The industry is essentially a retail and 
service industry, local in character. There are wide variations in both delivery 
circumstances and employment conditions. Varying periods of demand, de 
pendent on temperatures, make overtime pay a serious problem in any fuel-supply 
ing industry. Because of local veriances in these conditions, if there must be a 
regulation of retail and service wages, State governments are ina better position 
to devise and administer such regulations and minimize harmful effect upon the 
local fuel-supplying establishment. While we are not attempting to comment 
on the necessity for Federal control in this area, Federal control, if any, should 
be such as is necessarily related to interstate commerce. ‘ 

As a matter of general objection, we submit that the Federal Government 
should not intrude upon these matters that can be much better left to local 
determination. In support of our specific objection on behalf of the LP-gas 
dealer who is predominantly a small businessman in a retail and service indus- 
try, we submit that the subject bill will— . 

1. Create another serious inflationary step which will be felt by small busi- 
nessmen both as an employer and as a large consumer. 

2. Result in unfair competitive situations within localized small business 
through establishing a dollar determination as to coverage, which in turn creates 
an artificial breakpoint in determining what local businessman may be subject to 
these controls, and may consequently place him at a competitive disadvantage. 

3. Curtail essential service to and the safe protection of the consuming public 
in supplying a necessary fuel, through substantially increasing the overtime 
cost customarily encountered in all fuel-supplying industries. 

4. Damage small business that is historically less able to adjust to added labor 
costs, 

5. Reduce employment in some areas based on previous recorded experience 
and surveys showing that any increase in minimum wage has this result. 

We respectfully submit these factors for consideration by the Senate Labor 
and Public Welfare Committee, ask that this stated position be made part of the 
record, and urge this committee to act unfavorably upon the subject bill. 

Respectfully yours, 
ARTHUR C. KREUTZER. 


KUNER-EMPSON Co., 
Brighton, Colo., April 20, 1959. 
Re Senate bill 1046, Fair Labor Standards Amendments of 1959. 
Hon. Gorpon ALLOTT, 
Senate Office Building, 
Washington, D.C. 


Dear SENATOR ALLOTT: T want to thank you very much for the opportunity of 
personally bringing to you my views of the above-mentioned bill. 

This bill we oppose only in part and that is the part which proposes the elimina- 
tions of sections 7(c), 7(b)3, and section 13(b)4 which relate to the exemption 
from the payment of overtime for a short period of time when our industry is 
engaged in the first process of, or in canning or packing perishable, seasonable 
fruits or vegetables. 

The very nature of our business makes it impossible to control the flow of 
the raw product to the canner and consequently the numberof hours worked per 
day or per week during the peak of the season will show we had fluctuation 
because of weather conditions and other factors over which we have no control. 

The natural and seasonal factors vary from region to region and some canners 
necessarily must work more additional hours than others. Our industry 
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is highly competitive and any factor which would work a hardship on one canner 
in increasing costs could prove to be disastrous. 

These exemptions have been in existence since the inception of Fair Labor 
Standards Act, and, we believe, have worked out to everyone's satisfaction. Our 
own employees have not objected in any way to the application of the present 
provisions of the law. 

We urgently request your help in opposing the removal of the above-mentioned 
exemptions. 

Yours very truly, 
W. C. KUNZMAN, 
Assistant to the President. 


May 14, 1959. 
Hon. Joseru S. CLARK, Jr. 


Senate Office Building, 
Washington, D.C. 


DEAR JOE: Enactment of H.R. 4488 (S. 1046) broadening the protection of the 
Fair Labor Standards Act and raising the minimum wage rates to $1.25 would 
bring great benefit to Pennsylvania workers and industry. I urge your careful 
consideration and vigorous support of this measure. 

With unemployment still far too prevalent, many workers are compelled by 
survival considerations to accept whatever wage is offered to keep themselves 
at work. This is a very serious problem among many employees in construction 
and in large retail and service establishments, to whom the bill would extend 
coverage for the first time. It is also important to those already protected by the 
$1 minimum but who have not been able to command wages much above this 
figure. The standard of living of both groups has deteriorated to a significant 
extent because of increases in consumer prices since 1955, the year in which 
Congress last gave legislative consideration to this problem. 

Increases in the wages paid to these workers would result in an expansion of 
the market for consumer durable goods—a segment of our Pennsylvania economy 
which is still feeling the effects of the 1958 recession. Up to the present, most 
workers without adequate minimum-wage protection have had incomes which 
barely provided for a subsistence-level existence, with no funds available to pur- 
chase the great variety of appliances which are commonly accepted as represent- 
ing the American standard of living. 

Pennsylvania has been attempting to improve the lot of underpaid workers 
by establishing minimum wages in a number of service industries. It is obvious, 
however, that where competition is interstate, Pennsylvania cannot act ade 
quately alone. Federal action is essential to take low labor costs based on 
substandard wages out of interstate competition. 

Whatever you can do to help obtain enactment of these needed amendments 
will help improve Pennsylvania’s economic position and living standards. 

Very truly yours, 





































Davin L. LAWRENCE, 
Governor, Commonwealth of Pennsylvania. 






McPHILLIPS PACKING CoRP., 
Mobile, Ala., May 6, 1959. 

Hon. Frank W. Boykin, 

House of Representatives, 

Washington, D.C. 


Dear FRANK: It is our understanding that a Subcommittee on Labor and 
Public Welfare will commence hearings on S. 1046 (Kennedy), which would, 
among other things, remove from the present act, section 13(b) (4), providing 
exemption for overtime for fish canners. 

We are writing to request that you do all possible to retain the exemptions for 
fish eanners which they have under the present act. Canners of shrimp, oysters, 
and crabmeat in this section of the country, even with the overtime exemtpion, 
are at a great disadvantage as compared to other segments of the industry which 
do not have to pay the minimum wage as provided for in the act. 

We realize that attempts are also being made to remove the exemptions now 
applying to other segments of the industry, both minimum wage and maximum 
hours. This would be no solution to the problem. It might remove the problem, 
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but would eliminate or destroy the industry. Actually, what is badly needed by 
the shrimp, oyster, and crabmeat canners is a return to complete exemption from 
both the minimum-wage provision and the maximum-hours provision of the act. 
The industry did have such exemtpions until the change made in 1949 by inserting 
the words “other than canning” in section 18(a) (5). 

Unless the canning industry can have a return to the exemptions applying to 
iinimum wages, the industry will be in even more serious financial difficulty if 
there should be an increase in the minimum wage from the present $1-per-hour 
provision. Therefore, we are opposed to any attempt to raise the minimum 
wage provided by the act. 

The entire industry is in very bad economic position, which is most serious and 
is brought about to a great extent by the heavy importation of the products we 
produce from countries which have very low wage scales. In the case of shrimp, 
the imports are duty free, and on the other products where there is a duty, it is not 
sufficient to begin to offset the higher production costs in this country. 

We would greatly appreciate your assistance in trying to preserve this indus- 
try which is of major economic importance to thousands of individuals and many 
companies in our section of the country. 

With kind regards and best wishes. 

Sincerely, 


JAMES McPHiILuies. 


PRIVATE TRUCK CoUNCIL OF AMERICA, INC., 
Washington, D.C., June 17, 1959, 

Hon. JoHN F. KenNepy, 

Chairman, Subcommittee on Labor, 

Committee on Labor and Public Welfare, 

Nenate Office Building, Washington, D.C. 

Deak SENATOR KENNEDY: The Private Truck Council of America, Ine., is 
opposed to section 9(b) of S. 1046 which would eliminate the provision in sec- 
tion 13(b)(1) of the present Fair Labor Standards Act exempting employees 
subject to the power of the Interstate Commerce Commission to establish 
qualifications and maximum hours for safety purposes (truckdrivers, driver's 
helpers, loaders, and mechanics) from the 40-hour time and a half overtime pay 
requirements of the act. 

We respectfully urge that drivers, driver's helpers, loaders, and mechanics, 
whose maximum hours of service are now regulated by the Interstate Commerce 
Commission, continue to be exempt from the overtime pay requirements of the 
Fair Labor Standards Act as provided in section 13(b) (1). 

When Congress passed the Motor Carrier Act of 1935, the ICC was given 
authority to control the working hours of motor carrier employees engaged in 
interstate commerce, including those of private truck operators, in the interest 
of safety. 

The council believes the retention of the present overtime exemption for 
motor carrier employees is consistent with the realities of motortruck opera- 
tion. There is no need for any change in the present exemption in the absence 
of any compelling reasons therefor, which have not been shown. Any change 
in the presently accepted exemption for motor carrier and private truckowner 
employees would completely upset a practicable and workable situation, clari- 
fied only after a long period of uncertainty and litigation. To remove the 
exemption would bring back the confusion and uncertainty heretofore existing 
and give rise to further litigation. 

The council is a national, nonprofit organization of those who own and 
operate mortortrucks as an incident to their principal businesses of farming, 
manufacturing, mining, processing, wholesaling, retailing, and servicing. The 
chief function of the council is to foster and protect the inherent right of 
agriculture and industry to earry their own goods, in their own trucks, if they 
so desire. Council members are engaged in such diverse activities as processing 
and distribution of meat, carbonated beverages, bakery products, ice cream, 
milk, beer, petroleum, and groceries, and laundering and drycleaning, just to 
mention a few. 

Respectfully submitted. 

JAMES D. MANN, 
Managing Director, 
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AMERICAN Motor HoTet ASSOCIATION, 
Kansas City, Mo., May 14, 1959. 
Senator JoHn F. KENNEpy, 
Chairman, Senate Subcommittee on Labor, 
Senate Office Building, Washington, D.C. 


Dear SENATOR: The Senate Labor Subcommittee is currently holding hearings 
on S. 1046 and related proposals. 

The American Motor Hotel Association is the national trade organization 
representing the country’s 58,000 motels. Seventy-one and one-tenth percent of 
the Nation’s motels are family owned and operated. Another 15.9 percent are 
partnerships; 12.4 percent are corprations and only 0.6 percent are chains. 

The average size is 21 units, with an annual gross of approximately $40,000; 
15,105 motels will range from 21 to 40 units, 3,340 will have 41 to 60 units and 
1,579 over 61. In other words, they reflect to a high degree the problems of the 
small businessman. 

Senator, after reviewing S. 1046 and related measures, we as an industry are 
quite concerned. Briefly, our position is as follows: 

1. We favor fair wage seales. From a selfish viewpoint our major income 
is from vacation travel. To be able to take a vacation a worker’s income must 
be sufficient to meet the needs of his family and have some discretionary income 
left over. Wages generally in the motel field approximate or exceed the present 
minimum standards. 

2. Our grave concern centers around the overtime provisions of the Minimum 
Wage Act. The current provisions of the act were designed to meet the problems 
of production workers and would be highly disruptive if applied in the motel field. 

A motel is, of necessity, open 365 days a year, and 14 to 18 hours a day, with 
an increasing number being open around the clock. Occupancy reflects wide 
seasonal variations, yet staff must be maintained at a constant level. 

To comply with the overtime provisions contained in the act would force 
room rates up at least 20 percent. Already the industry is encountering resist- 
ance to soaring room rates. 

3. We are aware that it will be argued that small-business enterprises will be 
exempted by a ceiling of $500,000 annual gross. Experience indicates, however, 
that all motels in a given area compete for employees in the same labor market. 
Thus, wages and working conditions tend to level out. If one segment of the 
industry is pegged at a predetermined level, the other will be forced to meet 
this level. 

A second concern has to do with the complex patterns that exist within the 
motel field. For competitive reasons, Many independent motels are grouped 
together under a common brand name. Certain services such as reservations, 
group purchasing and advertising are provided for the group as a unit. Under 
8S. 1046 would these independent properties be treated as a chain in applying any 
volume yardstick ? 

Again, we have the franchise situation—a brand-name corporation, such as 
Holiday Inn, may own a chain of 15 or 20 motels. The remaining 100 establish- 
ments are independent operators under franchise. 

Then there are operations similar to TraveLodge. Here every motel is a 
separate corporation, the stock held equally between the independent operator 
and the parent corporation. 

These complex patterns raise many questions. It seems certain that, unless 
specific exemptions are spelled out, many small businesses will be covered 
inadvertently. 

The American Motor Hotel Association respectfully requests that— 

1. Present exemptions of the motel industry from provisions of the Minimum 
Wage Act be maintained. 

2. If it is found impossible to maintain exemptions from the act, that pro- 
visions be made to modify the overtime provisions to minimize the economic 
impact on the industry and the traveling public. 

It is requested this letter be made a part of the committee record. 

Respectfully, 
H. H. Mostey, 
Evrecutive Vice President. 
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AMERICAN Moror HOTEL ASSOCIATION, 
Kansas City, Mo., June 5, 1959. 
Senator JoHN F. KENNEDY, 
Chairman, Senate Subcommittee on Labor, 
Senate Office Building, 
Washington, D.C. 


DEAR SENATOR KENNEDY: Recently you suggested we provide, for use of the 
Senate Labor Committee, wage statistics prevailing in the motel industry. 

An average motel consists of 21 units and does an annual gross business of 
$40,000. 

Reporting the breakdown by size: 


Number Percent of Number | Percent of 
of estab- | motels of estab- motels 
| lishments | lishments | 


10 or under eee a 3, 43! 23. 41 to 60_- 
fe PE. Jcceckcadcas 23, } 41. 61 and over 
Tie SE ee 5, | 26. £ } 


Seventy-one and one-tenth percent are family owned and operated. Among 
this group, the labor picture is as follows: About 1 maid for each 12 units. This 
would be all the help employed normally in establishments up to 20 to 24 units. 

Maids usually work from 4 to 8 hours a day, depending on occupancy rates, 
and 5 to 6 days a week. The family usually provides the relief on the seventh 
day. 

Larger establishments would employ night clerks and perhaps porters. The 
latter category would receive tips in addition to wages. 

Time has not permitted an exhaustive study of current wage levels in the 
industry. Random samples have been taken across the country which are repre- 
sentative and offer, we believe, a true picture of the industry. 

A more detailed study was made in Louisiana, a State representative of the 
lower wage scales prevailing in the South. 


LOUISIANA 


Porters 
Motels under $1(0,006 gross 
Average hourly wage $1. 37 $ ! $0. 68 


Range is , eats $1. 20-2. 50 $0. 75-1. $0. 55-1. 00 
Motels over $100,000 gross 


Average | ourly wut “ 1.33 : 1 68 
Range ; ; 1. 10-1. 60 5 | 1 O-. 81 
Plus tips 
MINNESOTA 
Motels in Minnesota showed no appreciable difference in wage rates paid 
among different size operations. Wages shown are for maids, as this is the 
critical category in relation to the Minimum Wage Act. 
Per hour 


State average 


State average_ 
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RANDOM CITIES 
RR. ic Le ncn sos caso ane cc cp eccagiek bes egereeeaicningdins guemed meee aioeetomacerocte meee $0. 90 
OURS Te en Aare eee negies ieee eae eee 1. 00-1. 25 


BT nn aeenege neem uacadehowanes oneal itaararrtaaerieied 1. 25-1. 40 
NARI MMos sss ncn apengenebmicc premen Seiasaa ieee elem trance cane eae 1. 00-1. 25 
Nn acer cee aime a ee ae ee .15- .91 
COVION: TW. ceealaies ian eet ee ee neon ee eee eae 1. 00 
LP ey: : , ea RR lee ep cit Oh ee eto eye eel EE FA 1. O7-1. 25 
MI «OU nn ac cinin en cease rnin ascoeomc oes oeelaal areata ol ligne a cai stoma eon 1. 00-1. 20 
Ait PANO Caer, WURMS eo oer ee . 85-1. 20 


You will note that area differences follows similar patterns found in other 
industries. 

The motel industry employs a high percent of marginal labor. Married 
women with no training and generally mature in years are employed as maids. 
These people are not highly productive and would have trouble finding employ- 
ment in production-type jobs. 

Clerks are usually college students or elderly couples in a semiretired class. 
The exception to this pattern is noted in the chain-type operation where clerks 
are frequently in training for management positions. 

We trust the above information will be of value to the committee. We urge 
the committee to provide the motel industry exemption from the overtime pro- 
vision of any minimum wage legislation, as it would be highly disruptive and 
inflationary to the industry. 

Respectfully, 


H. H. Mostey, 
Executive Vice President. 





IpAHO GROWER SHIPPERS ASSOCIATION, INC., 
Idaho Falls, Idaho, May 22, 1959. 
Hon. HENRY DWoRSHAK, 
Senate Office Building, Washington, D.C. 


DeAR HENRY: The purpose of this rather lengthy letter is to direct your atten- 
tion to various labor legislation before Congress, particularly Senate bills 1046 
and 1085, which, if enacted, will eliminate present agricultural exemptions 
provided under the Fair Labor Standards Act. 

Three exemptions are provided in the Fair Labor Standards Act applying to 
the handling and processing of agricultural commodities, the elimination of 
any one of which would result in increased cost of food at the retail level and 
lower income to the farmer. The food handling and processing industry is 
unable to absorb further costs of operation: any more increased costs in labor 
will be passed back to the farmer. 

The Congress which passed the Fair Labor Standards Act wisely included 
these agricultural exemptions, and the need for them is the same today—if not 
more so—as it was when the act was passed. Section 7(b) (3) of the act con- 
tains a partial exemption from the overtime provisions for industries declared 
to be seasonal by the Administrator. This section permits the industry to work 
14 weeks without payment of overtime except for hours worked in excess of 12 
per day or 56 per week. 

Section 7(c) of the act exempts several operations from overtime, including 
the first processing, or canning, or packing of perishable or seasonal fresh fruits 
and vegetables, or the first processing, within the area of production, of any 
agricultural or horticultural commodity during seasonal operations. This sec- 
tion provides a complete exemption from overtime of 14 weeks in the calendar 
year. 

If producers, handlers, and processors of agricultural commodities are to con- 
tinue to ship healthful foods to the tables of America, at a price within the 
reach of all, these exemptions are vital. Should they be removed, many ware- 
houses—especially the smaller ones—will be forced to either limit or completely 
discontinue their operations. The annual earnings of the employees will be 
affected : their take-home wages will be reduced because of the fewer work hours 
permitted. The unavoidable result will be that a good portion of harvested 
agricultural commodities will not be processed due to the warehouses being 
unable to pay overtime wages. 
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The old arguments against the burdening of agriculture with restrictions 
designed for industrial operations are still persuasive. As you are well aware, 
social legislation represents a delicate balancing of equities. One must face 
these questions: Are employees in agriculture now at such a disadvantage that 
the entire farm economy must be disrupted? Is their situation such that farm 
costs must be pushed skyward, with inevitable “chain reaction” effect on farmers, 
processors, marketing groups, and, lastly, the consumers? 

There were very good reasons why the agricultural exemptions, in their varied 
forms, were provided in the Fair Labor Standards Act. If the wage-hour pro- 
visions are applied to agricultural operations closely related to the farmer, 
the farmer cannot escape being penalized. Increased costs of packing, proces- 
sing, and the preparation of fresh fruits and vegetables for the market, especi- 
nily in the rural areas, can only result in reducing the income of the farmer, 
This is the most important reason for the exemptions, coupled with the dif- 
ficulty of applying hourly limitations to the processing of seasonal and perish- 
able items. 

Permit me to discuss the factors which set farming apart from industry. 
One word can blanket the entire range of arguments which you have heard and 
will hear again and again: “uncertainty.” Uncertainty as to weather condi- 
tions, uncertainty as to production, uncertainty as to sources of luber, uncer- 
tainty as to time needed for harvesting, uncertainty as to marketability, uncer- 
tainty as to transportation, uncertainty as to sales, and uncertainty as to costs, 
The net effect is to make agricultural labor vastly different from that of industry. 
To understand this difference, consider the time factor, the kind of labor, and 
the hazards involved in producing a crop from the point of seeding to actual 
transportation to market. Consider also that the fresh fruit and vegetable 
farmer is the only producer who cannot set a price on the product of his labor, 

Almost all the business indicators went up in March, but there is depressing 
economie news for the Nation’s farmers. The U.S. Department of Agriculture 
has stated: “Farmers’ realized net income this year will be down about $1 
billion, or nearly 8 percent.” According to the Bureau of Labor Statistics, 
wholesale prices of fresh fruits in March 1959 moved down to index 105.1 from 
114.1 in February (1947-49 average equals 100). For fresh vegetables, in- 
cluding Idaho potatoes, the index dropped in March 1959 to 80.4 from !4.5 in 
February. These facts are further evidence of the disaster to agriculture 
Which will surely follow the imposition of wage-and-hour standards to agricul- 
ture, or the elimination of any of the exemptions. 

Agriculture products cannot be stored and processed at will as in a metal- 
working plant, but must be processed when the laws of nature bring them to 
maturity. Mother nature, supply and demand, govern the fresh fruit and vege 
table operations. 

The fresh fruit and vegetable industry does not receive price support—and 
wants none. We ask only for the privilege to produce and distribute these 
highly perishable and essential foods without unwarranted and unreasonable 
restrictions. 

Idaho is a sparsely populated State and our growers and shippers must com- 
pete with industry in obtaining labor, especially eastern Idaho with the Gov- 
ernment AEC program. Due to climatical conditions, potatoes are our main 
«ash crop, thereby limiting the supply of seasonal labor. A large number of the 
sorters and packers in the warehouses are farmers of the community, return- 
ing to the farms when the packing season is over. Because of the lack of tran- 
sit labor, it would be practically impossible to harvest our potato crops without 
the aid of schoolchildren. 

In conclusion, let me point out that there is a shortage of agriculture workers, 
and any restriction or removal of the agricultural exemptions now in the law 
would prove disastrous to Idaho growers and shippers of fresh fruits and vege 
tables. Experienced hand labor is essential in the production and handling of 
fresh fruits and vegetables. If roughly handled, the commodities are easily 
bruised and spoiled. Machines have not been developed to harvest, grade, and 
size all of these products. Under these circumstances, long hours just cannot 
be avoided—fresh fruits and vegetables must be harvested and processed when 
ready for market. 

All of the costs of washing, grading, sizing, packaging, and placing of fresh 
fruits and vegetables, in their raw and natural state, into the streams of com- 
merce on the way to the consumer, comes out of the grower’s pocket. A pros- 
perous agriculture contributes substantially to a healthy economy, which is 
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not the ease with fruit and vegetable growers now caught in a cost-price 
squeeze. ’ = o- 
We respectfully request and urge your support in maintaining all of the 
exemptions now provided us under the Fair Labor Standards Act. 
Yours very truly, 
Epp Moore, 
Executive Secretary-Manager. 





TuNA RESEARCH FOUNDATION, 


Terminal Island, Calif., May 12, 1959. 
Hon. Lister HILL, 


Chairman, Committce on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


Dear SENATOR Hitt: My name is E. L. Morris, Long Beach, Calif. I am 
director of the Tuna Research Foundation, which is a division of the California 
Fish Canners’ Association, whose members account for some 80 percent of the 
canned-tuna production of the United States, 90 percent of the California canned- 
pilchard production, and almost all of the canned-mackerel production. We 
address ourselves to S. 1046, sponsored by Senators Kennedy and Morse. 

Section 13(b) (4) in the present Fair Labor Standards Act provides a com- 
plete overtime exemption for “any employee employed in the canning of any kind 
of fish, shellfish, or any other aquatic forms of animal or vegetable life, or any 
byproduct thereof.” The legislation before your committee proposes the elimi- 
nation of this exemption. We are strongly opposed. 

The overtime provisions of the proposed legislation are designed to spread 
employment by requiring penalty overtime payment for hours worked in excess 
of 40 hours a week. During the peak of the canning season for tuna, sardines, 
and mackerel, there is typically a serious temporary shortage of available can- 
nery labor. This is particularly true during the California sardine season. 

By State statute, the season during which commercial fishermen may take 
California sardines is limited to 4 months, September 1 to December 31. From 
a practical fishing point of view, the season is considerably less than this, inas- 
much as bad weather and the light-of-the-moon period precludes fishing effort. 
Most of the fishing vessels which deliver sardines to our canners are not equipped 
with refrigeration such as to permit them to hold their catches over from one 
day to the next, and canneries must process them immediately upon delivery. 

The seasonality of the sardine-canning business, and the need to process fish 
when they are available, is recognized by the Cannery Workers’ Union, which 
holds contracts with all member canners. Special exemptions are written into 
our collective-bargaining agreements to provide for processing the catch of fish- 
ing boats without overtime penalties. 

No public interest would be served by the institution of overtime provisions 
on this type of food processing, inasmuch as it would either reduce income to the 
fishermen or result in higher prices paid by the consumer for the product. 

In view of the fact that the fish-canning industry is already facing severe com- 
petition from foreign sources, as well as competitive internal problems, it does 
not seem reasonable at this time to impose further penalties upon its operations. 

We respectfully request that the overtime exemption for the fish-canning indus- 
try be retained in any legislation approved by the committee. 

Respectfully submitted. 


E. L. Morris, Director. 


BENTONVILLE, VaA., May 12, 1959. 
Subject: Opposition to any increase in present minimum wages and to the 


elimination of the 12-man forestry and logging exemptions. 
To: Senate Labor Committee. 


In my small operation as a farmer, pulpwood producer, and sawmill oper- 
ator, any increase in wages and the elimination of the 12-man logging and 
forestry exemption, would make it necessary for me to discontinue operations 
and seek employment in some other field. Since I have no particular trade or 
talent it would be most difficult to find gainful employment. 

My pulpwood and sawmill operations are closely related to my farming 
and this work is done during periods when the farmwork is caught up. Many 
days we work for a few hours in timber and finish the day with farmwork. 
My profit is such that I cannot afford a bookkeeper and I am not qualified or 





1226 TO AMEND THE FAIR LABOR STANDARDS: ACT 


educated well enough to keep adequate records. Also, my profit does not justify 
any increase in wages or shorter hours. In my work, I use some employees 
that are retired and drawing social security. These are older men and can- 
not produce enough to justify any increase in wages. Since they do not re- 
ceive sufficient funds from social security to provide an adequate living, they 
are willing to work for wages that I can pay and they are grateful for an 
opportunity to earn additional income. Any changes in our present wage law 
would work a hardship on such employees, would require that I hire younger 
men at a wage I could not afford, and would increase my costs to such an 
extent that I could not operate. 

It is my opinion that any changes now would eliminate jobs for a lot of 
people than can work only in this type of work, and would cause a lot of small 
operators to discontinue entirely. 

Respectfully, 
WILLIAM B. MUNSON. 


CALIFORNIA CITIZENS COMMITTEE FOR AGRICULTURAL LABOR, 
San Francisco, Calif., May 6, 1959. 
Senator JOHN F. KENNEDY, 
Nenate Subcommittee on Labor, Washington, D.C. 

DreaR SENATOR KENNEDY: The California Citizens Committee for Agricultural 
Labor has been created by persons from many walks of life in our State to aid 
our oppressed agricultural workers. 

Our committee favors the passage of Senate bill 1046 and especially hopes 
that a minimum wage will be established for farmworkers. 

The California Legislature recently rejected a minimum wage for farm- 
workers, upon the ground that a minimum would place California’s agricul- 
tural industry at a competitive disadvantage with other States. 

A national minimum wage would remove that argument and assist in rais- 
ing standards where the hourly rate is as low as 70 cents. 

Very sincerely, 
JAMES Murray, Acting Secretary. 


New JERSEY Moror Bus ASSOCIATION, INC., 
Jersey City, N.J., May 15, 1959. 
Re Senate 1046. 
To the Honorable Members of the Committee on Labor and Public Welfare of 
the Senate of the United States: 

The New Jersey Motor Bus Association, Inc., a New Jersey nonprofit member- 
ship corporation, on behalf of the New Jersey regular route bus companies, re- 
spectfully urges that the exemption of bus companies from the overtime pro- 
vision of the Fair Labor Standards Act be continued. 

To require our bus companies to pay time and a half the regular rate of pay 
for all hours in excess of 40 in each week will result in economic disaster. 

The proposed increase in the minimum wage to $1.25 per hour would be 
meaningless as far as we are concerned. Our wage scales exceed the proposed 
floor now. Our employees, mostly busdrivers, average $1.924% per hour for a 
4814-hour week. Their average earning during 1958 amounted to $93.36 per 
week and $4,854.72 for the year. 

Busdrivers must work an average of 48 hours a week for a busline to provide 
adequate service to the public. 

Time and a half the regular rate of pay after 40 hours will result in an aver- 
age weekly wage increase of $8.18 per man. To attempt to pass this wage in- 
crease on to the bus-riding public by means of fare increases will only accelerate 
the continuing decline in our passenger volume. Such increases cannot be justi- 
tied from the standpoint of the economies of the bus industry. We are currently 
engaged in a struggle for survival, a fact which is well known to every Federal, 
State, and municipal official whose duties are related, directly or indirectly, to 
public transportation. Bus transportation is not a monopoly and is not in the 
same class as other types of public utilities. Fare increases, to meet mounting 
costs, always result in decline in volume and a shift to private passenger auto- 
mobiles. 
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The bus industry is largely unionized. Its wage standards are high. They 
have been developed by voluntary agreement as the result of collective bargain- 
ing. This is working out well. It should not be tampered with. Do violence 
to its stability, which is certainly not firm, and you will destroy a large segment 
of it, to the detriment of stockholders, employees, and the public which must 
depend on bus transportation. 

It is our contention that the overtime feature of the Fair Labor Standards Act 
is a penalty, pure and simple. It penalizes the employers who pay the most; it 
rewards most the workers who are already the best off. This situation could 
have been easily corrected if Congress, when it boosted the minimum wage to $1 
an hour, had simply fixed the minimum overtime rate at $1.50 an hour. It can 
be corrected now. If it is the will of Congress that the minimum wage standard 
of this country be raised to $1.25 an hour, it should wipe out the present penalty 
provision of time and a half the regular rate of pay and substitute for it a 
minimum overtime rate of $1.874%4 per hour. This would encourage many pro- 
ducers to increase the workweek of their employees to hours in excess of 40, 
increasing their production output without a corresponding increase in labor 
costs and thus effect a reduction in the price of their commodities. This would 
constitute a frontline attack on inflation. 

Be that as it may, we urge the Congress to leave the bus industry alone. Just a 
little more regulation and we will be regulated right out of business. 
Respectfully submitted. 

FRANK J. Nou, President. 


Attached hereto is an exhibit which lists New Jersey bus companies whose 
wage scales and working hours are representative of all the bus carriers serving 
the State. 

The following are representative of the regular route bus companies located in 
New Jersey : 








Carrier Address Hourly | Hours per 
wage workweek 








Asbury Park-New York Transit Corp < Asters Pork... .......... $2. 40 46 
Albert F. Bauer, Inc ae : Union Piikesate acleraia 1.80 | 48 
Bergen Avenue Bus Owners Association. -_---.....--- WN GING as i caccceeens 1. 65 51 
Boro Buses Co net canine wainsc sat, Mein tidak oaadel 1.75 50 
Bridgeton Transit age! ; ; Bridgeton. 2.00 45 
Brown's Bus Service, Inc. -_-- ne See, AR 2.00 54 
Coast Cities Coaches, Inc : .....-.---| Avon-by-the-Sea_- 1. 60 54 
Consolidated Bus Lines, Inc ‘ ais awa) RIE... =<. ‘ 1. 80 4t} 
Downtown Bus Co Senineed Gaeeneie Jersey City----- 1.85 45 
Fairlawn Transportation Co os Fairlawn. 1. 5944 47 
Garfield & Passaic Transit Co ee Garfield - 1.85 48 
Lakeland Dover. 2. 30 48 
Lincoln Transit Co--_- : <i teal | Lakewood ___-_--- 2.10 | 45 
Martucci Bus Co__- ‘ West Orange. 2.10 480 
Montgomery & West Side Bus Association _ - Jersey City---- 1. 8744 48 
Orange & Black Bus Lines : ; ‘ Fairview. 2. 27 48 
Passaic-Athenia Bus Co., Inc : ; oot Cutten... 1.77% 489 
Richmond Bus Lines : : Trenton__-- 1.58 4s 
Rollo Transit Corp ; eomad Keyport. __ 1.95 i 
Royal Blue Coaches, Inc__-- path intatates Clinton. - 1.75 54 
South Orange Ave. Bus Association--.._ ~~. .---- Irvington. -- 2. 45 46 
Springfield Ave. Bus Association... ................| Maplewood. 2. 30 50 
Villani Bus Co Aas Jandacuce dot! SUeeennke 1. 60 48 
Average. - oon ania aaa a ARE ad ely nace eae eh Roladll 1.924 48} 





DENVER LIVE StocK EXCHANGE, 
Denver, Colo., May 12, 1959. 


Hon. Gorpon ALLOTT, 
Senate Office Building, Washington, D.C. 


DrarR SENATOR ALLOTT: We have been informed that S. 1046 is now under 
consideration in committee. This is a new bill to replace present wage-and- 
hour legislation. Our immediate concern is the deletion in the new bill of the 
exemption granted livestock and other seasonal businesses from the provisions 
of the 40-hour week during 14 weeks of extreme seasonal activity. 

Here at Denver we have a substantial increase in receipts from September 1 
through December 15 as the bulk of the range cattle and lambs move to market. 
We have a demonstrated need for relief from the 40-hour-week provisions and 
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over the years have availed ourselves of the exemption previously granted to 
us. The need for this exemption is understood by our employees and the added 
hours are more than compensated for by the slack periods at other times of 
the year. 

Since any increased cost of labor during this period must be passed on to the 
livestock producer in the form of increased selling and yardage charges, we 
believe you will want to insist that section TC of the existing legislation be 
included in any new bill. 

Best personal wishes. 

Very truly yours, 
JOHN O'DEA. 


THE CHESAPEAKE Corp. OF VIRGINIA, 
West Point, Va., May 5, 1959. 
Senator JENNINGS RANDOLPH, 
Senate Office Building, Washington, D.C. 

Dear Senator RANDOLPH: As an industry which contributes substantially to 
the economy of Virginia, Maryland, and a part of Delaware, we are strongly 
opposed to the Kennedy amendments (S. 1046) which eliminate the exemption 
of employers of 12 persons or less from the scope of the Fair Labor Standards 
Act. 

We know at first hand the conditions that affect the small woodlot owners 
and pulpwood cutters who supply our mill. ‘Their earnings and wages are well 
in excess of the $1.25 minimum proposed in S. 1046, and the hours of these 
small, farmer-operators, working in three- and four-man teams, are determined 
by themselves as entrepreneurs in their own right. 

To try to force upon them the bookkeeping necessary for compliance—and 
upon the Federal Government this additional and expensive policing duty— 
would be to destroy the livelihood of many to whom pulpwood purchases are a 
vital supplement to their farm income. The original act made such an attempt, 
with disastrous consequences. It did not work prior to 1949. It will not 
work now. 

We respectfully request that this statement of opposition be made an official 
part of the record of your hearings. 

Sincerely yours, 
Carn A. OLSSON, 
Vice President and General Woodlands Manager. 


COMMITTEE OF AMERICAN STEAMSHIP LINES, 
Washington, D.C., May 18, 1959. 
Hon. JoHN F. KENNEpy, 
Chairman, Subcommittee on Labor of the Senate Labor and Public Welfare Com- 
mittee, New Senate Office Building, Washington, D.C. 

DEAR SENATOR KENNEDY: The Committee of American Steamship Lines, an 
organization comprised of 14 companies holding operating-differential subsidy 
contracts with the United States, desires to record their opposition to S. 1046, 
a bill to amend the Fair Labor Standards Act of 1936. 

We have specific views with respect to those provisions in S. 1046 which would 
make the act applicable to merchant seamen. We feel strongly that their in- 
clusion under the act is net necessary to the basic purpose of the legislation nor, 
indeed, is it necessary to the welfare of the seamen. In recent years, American 
merchant seamen have improved their earnings and working conditions to a 
point where they compare most favorably with comparable occupations, and 
cannot on any objective basis be judged underpaid. 

The minimum-wage provision would not affect American merchant seamen 
since we can find no instance in which their wages are not now in excess of 
the proposal. Thus, we are not at the moment concerned with this provision, 
but we are most deeply concerned with the proposal that overtime for seamen 
be computed on the basis of time and one-half for all hours worked in excess 
of 40 hours per week. While this may have merit in application to shoreside 
workers, its adoption in the shipping industry would upset existing practices 
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which have been arrived at over the years and negotiated through collective 
bargaining. These wages, apart from their level, which as noted are most 
advanced, recognize the peculiar nature of maritime employment requiring all 
personnel engaged in the actual operation of the ship to work 56 hours per week. 
The collective-bargaining agreements in the industry recognize this fact. We 
are unaware of complaints by merchant seamen on the process by which overtime 
compensation is now negotiated although, obviously, individual items are con- 
stantly subject to review. Additionally, present labor contracts contain many 
provisions for premium pay which have evolved through collective bargaining ; 
e.g., in many contracts, in order to simplify wage accounting, overtime pay has 
been added to the basic wage rate. 

The practical effect of S. 1046 would be to increase overtime costs in our 
industry by approximately 40 percent or a total cost estimated at $18 million 
per annum. Since the Government, in consideration of the requirements we have 
accepted to serve essential trade routes, is authorized by law and obligated by 
contract to pay operating-differential subsidy so as to achieve cost parity with 
low-cost foreign ships, the additional burden of overtime costs will be imposed 
both on Government and industry. 

To superimpose upon the present negotiated wage structure a mandatory re- 
quirement for time and one-half would be to apply a new formula to an already 
adequate base supplemented by negotiated overtime and premium-time rates 
and to create by Federal mandate what labor and management recognize as un- 
real standards for seamen’s compensation, however applicable they may be for 
shoreside occupations. 

We respectfully request that this letter be made a part of the hearings on S. 
1046. 

Very truly yours, 
ALEXANDER PurRpoN, Executive Director. 


JUNE 5, 1959. 
Hon. Estes KEFAUVER, 
U.S. Senate, Washington, D.C. 

Dear SENATOR: Attached hereto is a statement relative to placing local transit 
companies under the National Wage and Hour Act (Senate bill 1046). About 
2% years ago the mayor and Board of Commissioners of Memphis appointed 
a three-member transit committee whose duty it has been to make a continuing 
series of recommendations that were calculated to improve the operation of 
the local transit system. I have served as the public member and chairman 
of the committee and have been intensely interested in local transit situa- 
tions. 

In Memphis, the mayor and commissioners, the transit company management, 
the transit employees, the newspapers, and the general public have learned to 
work together. The results have been very satisfactory. The employees have 
done well for themselves and with one exception are the highest paid in the 
entire Southland. The fares have been kept among the lowest in the United 
States. The transit company has made a low but satisfactory profit. The 
public has had better service and their riding habits are reversing the long- 
standing national and local downward trend in numbers of local transit 
riders. 

Local transit systems are absolutely essential and local people working 
together can keep them working in a satisfactory manner. National regu- 
lation of any kind will be disastrous and will inevitably lead to an increase 
in the requests for national subsidization. 

People are different, community to community, city to city, and State to 
State. The transit business is decidedly local and decidedly different from 
all others. There is no other business and no governmental situation where 
the customers or constituents are nearly all in contact with the company or 
governmental officials two times each day. To keep them satisfied is in all 
respects a local job. 
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I respectfully request that you transmit the statement to the subcommittee 
or committee that is considering the matter. 


Respectfully yours, 
FRANK V. RAGSDALE, 


Chairman, Memphis Transit Committee. 


Re Senate bill 1046. 
To the Labor Standards Subcommittee of the Committee on Labor and Public 
Welfare of the U.S. Senate: 

This is a statement on behalf of the citizens and users of the public trans: 
portation system of the city of Memphis, Tenn., by the chairman of the Memphis 
Transit Committee: 

Memphis, Tenn., a city of 500,000 people, relies on a bus system that is operated 
by a privately owned but publicly regulated company. The locally elective city 
governing body (mayor and board of commissioners) is the regulatnig authority. 

The local transit system takes care of a positive need. Basically, its service 
must suit public convenience and be at the lowest reasonable price. Many bus 
operators must be on duty during irregular hours. The simplest case is where 
such operators must take other workers to their jobs before regular work hours 
and take them home after regular work hours. There are many other irregulari- 
ties and complications, all of which are local in character and are occasioned by 
providing service to suit the convenience of the public. 

Labor arrangements that are made between the transit company and the transit 
labor union directly affect the local public, whose satisfied use of the transit 
system is necessary to its successful and continued operation. Acceptance by 
the local public of its transit service is and must continue to be based on its 
understanding of the things that concern both the transit company and its 
employees. All of this means that the problems of this local public service must 
be resolved locally. 

The transit employees’ wage rate in Memphis is higher than similar rates 
in most of the other cities in the entire South. The 40-hour week and the 
8-hour day are in effect and overtime is paid when either is exceeded. Other 
arrangements beneficial to the employees are in effect and are the result of 
direct negotiation between the labor union and the transit company. 

There is an excellent all-around understanding about public transportation in 
Memphis and things are looking up for the public, for the transit workers, 
and for the transit company. During the past 2 years increases in fares have 
been minor and such fares are currently among the very lowest in the United 
States. Keeping low fares together with providing good service and good 

rages has helped keep the riders on the buses, the buses on the streets, and 
the bus operators employed. 

It is in the public interest for any local transit company to have good 
relations with the general public, the local official regulating body, and its 
workers. This is being done in Memphis, Tenn., and has resulted in top pay 
for employees, reasonable but low returns to the transit company, and satisfaction 
to the public. Anything that in any manner interferes with this arrangement will 
actually result in higher fares, fewer workers on the payroll, and unsatisfactory 
returns to the transit company. 

The labor bill (S. 1046) being considered by you will actually disrupt the local 
Memphis, Tenn., situation, which now makes it possible to provide better pay 
and better working conditions for transit employees than are provided under 
the proopsed bill. Therefore, I, as the representative of the local public on 
the Memphis Transit Committee, consider it my duty to strongly protest the 
inclusion of the local transit business in any national regulatory act. For 
your information, the Memphis Transit Committee is appointed by the local 
governing body (mayor and board of commissioners) and consists of three 
members: a representative of the transit company, an official representative 
of the city of Memphis, and a representative of the general public who serves 
without pay. 

Respectfully submitted. 

FRANK V. RAGSDALE, 
Chairman, Memphis Transit Committee. 





exen) 
whic] 
throu 
tical 
ness | 
of or 
tates 

Du 
sough 
State 
tinue 
prove 
in otl 
gency 


Our b 
at $2: 
1958, 
our p 
tax re 
our fi 
had b 
ing ir 
In ¢ 
Fair | 
that bh 
Charl 
view o 
their | 
that. 
8. 104¢ 


and we 
your cc 

Thar 
legislat 


ral 


ive 
yes 


TO AMEND THE FAIR LABOR STANDARDS ACT 1231 


CHARLESTON TRANSIT Co., 


Charleston, W. Va., May 6, 1959. 
Hon. Rosert C. Byrn, 


Senate Office Building, 
Washington, D.C. 


DEAR SENATOR Byrp: A bill to amend the Fair Labor Standards Act of 1938, 
§, 1046, removes the exemption of the local transit industry from the provisions 
of this act. The effect of this change in cities like Charleston will, I be 
lieve, mean that local mass passenger transportation will in a few years cease 
to exist. 

When the Fair Labor Standards Act was enacted the transit industry was 
exempted because it was recognized that inherent in its operation were factors 
which made it totally unlike other industries. Bus companies must operate 
throughout the areas served at the times people wish to ride. It is imprac- 
tical for the hours of operation to be established like a factory or other busi- 
ness conducted at a single location. We cannot and do not establish our periods 
of operation. The riding public, through the public-service commission, dic- 
tates when and where we conduct our operations. 

During the legislative session just past the bus operators of West Virginia 
sought tax relief because during the past 10 years the number of buses in our 
State had declined 50 percent and it was apparent that this trend would con- 
tinue unless assistance was forthcoming. Our proposal, amended, was ap- 
proved by the House, but not the Senate. This effort along with similar efforts 
in other States, some successful and others not, was predicated upon the emer- 
gency nature of our problems without the added burdens contemplated by 
S. 1046. 

In this company which grosses $1,400,000 per year from transporting some 
9 million passengers annually and employing 150 persons this is the picture: 
Our buses are over 9 years old. In a few years substantial capital investments 
at $25,000 per bus will have to be made if we are to continue in business. In 
1958, if our depreciation charges had been normal on current equipment costs 
our profit before income taxes would have been $35,000. Under such a situation 
tax relief is, I think, abviously essential to justify the investment of funds to meet 
our future equipment requirements. If in addition the provisions of S. 1046 
had been in effect our operating costs would have been increased $75,000 result- 
ing in a net loss of $40,000. 

In conclusion, I submit that the elimination of the transit exemption from the 
Fair Labor Standards Act is practically certain to be the proverbial “straw 
that breaks the camel’s back” insofar as public transportation in a city like 
Charleston is concerned. Hope for its continuance rests largely upon a realistic 
view of the nature of its operations and problems on the part of the public and 
their elected representatives. Certainly the pending proposal is anything but 
that. I therefore sincerely ask that you make every effort to have deleted from 
§. 1046 the provisions affecting the local transit industry. 

Respectfully yours, 


R. F. RANDOLPH, 
Evecutive Vice President. 


FiLoripA Fisnh Distrisutors, INc., 


Jacksonville, Fla., May 4, 1959. 
Hon. Barry GOLDWATER, 


US. Senate, Washington, D.C. 

DeaR Mr. SENATOR: On May 7 hearing on Kennedy wage-hour amendments, 
8. 1046, will begin in Senate subcommittee: 
_ We would like to go on record as opposing this bill since we are convinced 
It will be detrimental to the seafood industry. The effeet of this bill would 
inerease inflation, increase automation, consequently increase unemployment. 
As a matter of fact, there is already a tendency to set up processing plants out- 
side of the United States where the cost of labor is a great deal less than it is 
here. We are quite sure the passage of this bill would expedite this movement, 
ind we would like to have you bear in mind our wishes when giving the matter 
your consideration. 

Thanking you in advance for any efforts you may put forth in defeating this 
legislation, we remain, 

Very truly yours, 
A. J. Rosa, 


President and General Manager. 
41681- -59——80 
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WAUSAU CHAMBER OF COMMERCE, 
Wausau, Wis., May 11, 1959. 
Re 8. 1046, minimum wage. 
Senator Lister HI.1, 
Chairman, Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington, D.C. 


Dear Six: In connection with the hearings which your committee is now hold- 
ing on the Kennedy bill (S. 1046) to increase the minimum wage to $1.25 an hour: 

After study by our national-affairs committee, and a survey of our membership 
by mail, the Wausau Chamber of Commerce wishes to register opposition to 
this bill. 

Our opposition is based (1) on the new upward pressure this legislation gives 
to prevailing wage scales and on the cost of living. It will force a general raise 
of wages to maintain existing differentials. (2) Also, it will make it much more 
difficult for students, inexperienced and marginal workers, and partially handi- 
capped people to find employment. 

We believe that in a free society the proper wage is one worked out between 
the employer and employee without Government regulation. 

We are enclosing herewith the returns in the survey of our membership, 
showing 157 opposing and 46 favoring S. 1046. We ask that this letter and the 
cards be made part of the public records of this hearing. 

Yours very truly, 
WALTER G. ROEHL, 
Eevecutive Secretary. 


NATIONAL ASSOCIATION OF RETAIL CLOTHIERS AND FURNISHERS, 
Washington, D.C., May 12, 1959. 
Hon. JoHN F. KENNEDY, 
Chairman, Subcommittee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR KENNEDY: In consideration of your committee’s crowded sched- 
ule the National Association of Retail Clothiers and Furnishers did not request 
formal time to appear at the hearings on S. 1046 and related bills. We there 
fore request that this letter be made a part of the record to set forth the position 
of the men’s wear retailers of the Nation. 

This association’s membership numbers 2,500 men’s and boys’ apparel stores 
and is representative of the 27,000 men’s wear retailers across the country. 
Now approaching 50 years of service to the industry, the association is the 
recognized spokesman for this trade. 

As a member of the American Retail Federation, this association whole 
heartedly endorses the statement presented by them before your honorable con- 
mittee May 8. The retail industry is solidly united in this position of maintain- 
ing the retail-service exemption intact as it is now stated in the law. We are 
united as one in urging the defeat of S. 1046 and any other similar legislation 
that might amend the minimum-wage coverage as it now stands. 

Our trade is essentially small business. According to the latest Census 
Bureau statistics there are approximately 27,000 men’s wear retail establish- 
ments throughout the country. The average store does less than $100,000 volume 
in a store just 25 by 100 feet and employs less than four persons. These stores 
are purely local in character. 

Obviously, a large majority of men’s wear merchants would not be covered 
by the proposal now beiug considered by your committee. However, they would 
be exempt in name only. Once their large competitors were included in the 
jurisdiction of the Federal Wage and Hour Act, the force of competition would 
require that the small retailer meet or exceed the standards that would be 
in effect in the larger retail establishments. Competition for employees among 
retail stores, already keen, is particularly evident in the men’s wear trade. 
Despite the fact the congressional intent would be obviously to exclude small 
local retail establishments, the effect of inclusion of the large retailer, for all 
practical purposes, would be that this is an exemption in name only. 

Employees in men’s wear stores are paid higher than employees in most other 
kinds of retailing. This is brought out in the survey conducted by the U.S. 
Department of Labor in 1956 covering 6 million retail employees, of which 
85,000 were men’s wear retail employees, which study has heretofore had the 
attention of your committee. 
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Men’s wear retailing has been particularly affected by the growing trend in 
distribution by surburban and shopping-center shopping. This is sorely disturb- 
ing historic working hours and store hours which have always been regulated 
by consumer demand and local conditions. The complication of the Federal 
Wake and Hour Act as involving the overtime pay for over 40 hours per week 
would be extremely harmful to men’s wear retailers, particularly in view of 
these changing consumer shopping habits. Again, while the bulk of the men’s 
wear stores would be exempt even under the proposal being considered by the 
committee, the competitive forces would require the small retailer to follow 
the practice of his large competitor. 

For these and the many other reasons as presented to your committee in the 
statements of the retail spokesmen, the National Association of Retail Clothiers 
and Furnishers urges your committee not to recommend modification or change 
in the present basic retail exemption in the Federal Wage and Hour Act. 

Respectfully submitted. 

Louis RoruscHi1p, Erecutive Director. 





New York Horet Trapes Councit, 
New York, N.Y., May 12, 1959. 
Re Kennedy-Morse minimum-wage bill S. 1046. 
Hon. Lister HILL, 
Chairman, Senate Committee on Labor and Public Welfare, 
UWS. Senate, Washington, D.C. 


Dear Sir: Representing 35,000 workers in the hotel industry in New York City, 
we write to you in support of the above bill, extending coverage to hotel workers 
among others, and increasing the minimum wage to $1.25. 

We appeared before your committee on March 19, 1957, urging similar legis- 
lation. At that time, we pointed out that all workers’ minimum needs are the 
same, regardless of industry. We stated that although the overall purpose of 
the Federal wages-and-hours law is to eliminate substandard living conditions 
everywhere in the Nation, the very employees who are most in need of the pro- 
tection of the law, including a large number of unorganized hotel and restaurant 
workers, are outside the protection of the present law because of specific ex- 
clusions when the act was amended in 1949. 

We added that there is no justification for this exclusion or exemption, point- 
ing out that the exemption came about as part of bargaining to increase the 
rate from 40 to 75 cents. 

You will have received much testimony supporting the argument that the 
hourly rate necessary to maintain the adequate minimum standards for decent, 
healthful living is more than $1.25 an hour, so we shall not go further into this 
point. 

However, the question of State inaction in the field of minimum wages, par- 
ticularly from the point of view of hotel workers, is a matter we must discuss 
with you, with respect to New York State. 

Supplementing the information we gave the House Labor Subcommittee on 
March 19, 1957, we add the following: 

There are 700,000 workers in New York State not covered by the Federal 
wages-and-hours law or by the 10 minimum-wage orders in New York State, ac- 
cording to New York State Labor Department figures. In addition, those workers 
presently covered under the 10 existing minimum-wage orders are inadequately 
protected. 

New York State has, in the past, taken leadership in many fields, including 
that of minimum wages. However, in recent years, it has lagged behind the 
standards set by the Federal wages-and-hours law. We believe this has been 
due to two factors: (1) The general reluctance of industry to pay higher wages 
at any time, even higher minimum wages; (2) the slow, costly, and obsolete 
wage-board machinery of the present minimum-wage law. 

Ask the average person—and the above average too, for many professional 
and knowing people are not aware of the facts—what the minimum wage is in 
the State of New York. He will say, “$1 an hour with time and a half for 
overtime.” Remind him that the Federal wages-and-hours law covers only 
workers engaged in interstate commerce and he will comment, “Well, it’s still 
a dollar an hour, isn’t it?’ Well, it isn’t. The amounts vary for the 14 million 
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workers in 10 service industries covered by existing orders under the present 
minimum-wage law : 

1. Confectionery industry—The minimum rate is 75 cents an hour, with time 
and a half for overtime after 40 hours. 

2, Amusement industry—Some get $1 an hour—others less—but it took 8 
years to move up from a top of 75 cents. 

3. Building services.—This order provides 75 cents an hour for some, with 
time and a half after 40 hours in commercial buildings—and 48 hours in resi- 
dential buildings. Janitors are paid 60 cents to 75 cents a unit in noncommercial 
buildings. 

4. Camp counselors.—The minimum rate is $25 a week for resident counselors. 
For nonresident counselors, the rate is $25 for a 5-day week; $30 for a 6-day 
week; and $37.50 for a 7-day week. Lower rates for learners and apprentices. 

5. Cleaning and dyeing—S1 an hour—time and a half after 40 hours. 

6. Laundry.—S$1 an hour—time and a half after 40 hours. 

7. Restaurants —The minimum wage is 70 cents an hour for service employees, 
$1 an hour for nonservice employees, without meals. The overtime rates are 
$1 an hour after 40 hours for service employees—$1.45 for nonservice employees. 
Allowance for meals is 10 cents an hour. 

8. Hotels—Throughout the State, except New York City—75 cents an hour 
for nonservice (nontipped) employees and 50 cents for service (tipped) em- 
ployees except for bellmen for whom the rate is 48 cents an hour. Rate in New 
York City is $1 for nonservice and 50 cents for service. Deductions allowed from 
all rates not only for meals, but all fringe benefits. 

9. Retail trades.—Starting October 1958—$1 an hour up to 40 hours a week— 
$1.50 an hour for overtime after 40 hours. 

10. Beauty service—This rate is $1.05 an hour—$1.58 an hour for overtime 
after 40 hours. 

Four of these orders, you will note, do not reach the $1 an hour of the Federal 
rate. 

The others have qualifications which lower the rate under certain conditions 
and in certain areas. 

A summary of the minimum-wage laws as of May 1959 is enclosed with this 
letter, and we would like to have it made part of the record, together with this 
letter. 

The New York State minimum-wage law has been in effect since 1937. When 
it was passed there was still some question of constitutionality involved. To 
allay doubt and make the transition easier, the minimum wage board system 
was adopted. 

Under this system, a nine-member board made up of three representatives each 
from labor, management, and the public are appointed by the industrial com- 
missioner after certain machinery is put in motion. They meet in executive session 
and hold public hearings—interminable ones in which all sides say the same 
things over and over again. Eventually, the board recommends a rate, arrived 
at by vigorous collective bargaining during which the labor members are usually 
constrained—in order to get some kind of agreement—to recommend a rate mucb 
lower than the needs set forth in the public policy statement of the minimum- 
wage law, which states: 

“It is declared public policy of the State of New York that women and 
minors employed in any public occupation should receive wages sufficient to 
provide adequate maintenance and to protect their health.” 

Then the industrial commissioner holds hearings on the recommendations ip 
which all the old arguments previously presented are represented and reargued. 
Eventually, an order is promulgated which sets the effective date some consider- 
able time later. 

The order now is subject to review, which involves a stay of the order without 
any bond being put up for it or guarantee that the difference between the rates 
in the old order and the rates in the order appealed from will ever be paid, if 
the order is upheld. 

During the review, the same arguments, the same facts are heard, and the same 
briefs are offered, which have already been heard and offred in the two previous 
proceedings. 

Delay is of the essence in all wage-board procedures from the time of the first 
move to the effective date of the order through the review procedure. 

The history of the hotel minimum wage follows: 

In 1955 Congress amended the wages-and-hours law, raising the minimum 
to $1 an hour. The new minimum went into effect March 1, 1956. 
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Ten months later, in January 1957, the industrial commissioner of New York 
State appointed a minimum-wage board for the hotel industry, upon the petition 
of 50 workers in the hotel industry, dated the previous November. Late in 
February, the board held its first public hearing in New York City. 

From March through May 1957 the board held public hearings in half a dozen 
other cities in the State. 

Allin all, there were 7 public hearings and 13 executive meetings. 

In July, the board submitted its findings to the commissioner. Weeks later 
the commissioner made the findings public. The board had been unable to agree 
and the three members representing industry refused to sign the recommendation 
for a $1 hourly minimum for nontipping workers and 70 cents for tipping workers. 

In September, the commissioner started a new set of public hearings, in New 
York City and elsewhere, on the majority recommendations. There were six 
hearings on this. 

Thirty days after these hearings ended, the commissioner announced that he 
was accepting the majority recommendations for all-year hotels, but was reject- 
ing the majority report on resort hotels. He reconvened the board for further 
consideration of resort hotels. Five executive meetings and one public hearing 
followed. (An order was finally promulgated in June 1958—order 6-e, and 
appealed from by a group of resort hotels.) 

A new order, 6—d, for all-year hotels was promulgated in October 1957 to 
go into effect in New York City on January 13, 1958, and the rest of the State 
in two further stages, by October 15, 1958. 

The rates were to be as of October 15, 1958, in all-year hotels: Service work- 
ers, 70 cents an hour; nonservice workers, $1 an hour. Allowance for meals: 
6 cents an hour for 1 meal, 12 cents an hour for 2 meals. In resort hotels as 
low as $12 a week for a 40-hour week for service employees, $17 a week for 
chambermaids, and $22 a week for other nonservice employees. 

Before order G1 was to become effective, a group of 85 all-year hotels 
appealed from it. The appeals were before the board of standards and appeals 
for almost a year and 5 months. The operation of the order was stayed with- 
out bond in all the petitioning hotels. The entire matter was gone over de novo 
in lengthy hearings, arguments, and briefs which were filed by the appellants in 
December 1958. 

On May 5, 1959, the board of standards and appeals, by a decision, copy of 
which we enclose, reinstated the old standard of 75 cents an hour for nonserv- 
ice employees ; 50 cents for service workers; and 48 cents for bellmen through- 
out the State of New York, except for nonservice workers in New York City, 
who are allowed the $1 minimum. The board of standards and appeals, seem- 
ingly acting as a minimum-wage board, has also stated that in computing the 
minimum, an employer should be credited with payments made for fringe 
benefits. 

In order to get an increased minimum wage in the State of New York for 
hotel workers, a new minimum-wage board will have to be convened and the 
entire process gone through again, unless the State legislature passes a stat- 
utory minimum-wage law doing away with minimum-wage boards, which it has 
shown no inclination to do. 

Meanwhile, the Federal minimum wage of $1 an hour has been in effect 
for 3 years and 2 months, while many employees in the hotel industry of New 
York State are still under a 75-cent minimum wage by reason of the decision of 
the board of standards and appeals which, in effect, nullified order 6—-d and 
rewrote 6—c. 

The rate of $1.25 per hour which we propose is based on the policy that 
“workers should receive wages sufficient to provide adequate maintenance and 
to protect their health.” 

The most recent New York State survey of these needs shows that as of 
September 1956 a woman living with her family (meaning that she had only 
herself to support) required a minimum of $1.25 an hour ($52 a week). 

As of October 1958 an average family of four persons with one wage earner 
needs $91.11 a week to buy minimum goods and services and to pay its Federal, 
State old-age survivor’s insurance, and disability taxes, according to the Com- 
munity Council of Greater New York which prepares family budget standards 


for the New York City area to guide social and health agencies ($2.20 an hour 
for a 40-hour week). 
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It is time that the Federal minimum wage should reflect the realities of the 
cost of living on a minimum basis and that its protection be extended to hotel sinc 
workers among others. peti 

Very truly yours, T 
Jay Rusin, President. 
JAMES L, O'HARA, Secretary. 


Inc 


MopeEt LAUNDRY CLEANER, 
Memphis, Tenn., April 14, 1959. 
Senator BARRY GOLDWATER, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR GOLDWATER: It is difficult for me to understand how a man who 
is the author of “Profiles in Courage” could possibly believe that he was accom- 
plishing something beneficial for the lower paid working people by promoting a 
bill such as 8. 1046. The very people that your bill alleges to help are the ones 
who will be injured the most by increasing the minimum wage to $1.25 and e 
extended coverage to retail and service establishments not now covered. — 

Surely you realize that in a retail and a service establishment labor costs are oa 
by far the greatest portion of the total cost, making up the price that the con- ¢ 
sumer must pay. When you increase the minimum wage, you increase all wages, com 
thereby increasing costs and further inflating prices. and 

The additional dollars paid to employees for reasons other than increased pro- shor 
ductivity will buy no more food, shelter, or clothing, much less any of the luxuries _— 
of life, because you are robbing their dollars of their purchasing power through Fed 
inflation. Maybe you don’t realize this, but you should have made an effort to ” 
analyze the nature of employees in retail and service businesses. thos 

Most of the lower paid employees are not the family breadwinner. They are folle 
primarily women, who are working either to supplement the family’s income, or ton 
because they just want spending money of their own, or sometimes just because that 
they want to have something to do. ask 

An increase in the minimum wage would eliminate many of the jobs that these the 
people hold. Many of these jobs would be eliminated in the laundry and dry- —_ 
cleaning industries, because increased prices would drive away many of our Ws 
customers by forcing them to do the laundry themselves at home. The resulting cae 
decrease in sales volume would not only eliminate jobs, but would eliminate of n 
income taxes and other taxes paid by the laundry to the Federal Government. alte 

A minimum wage would eliminate some of these people from holding such wou 
jobs, because the employer would be forced to search for increased productivity rate 
from a man or from a more highly skilled employee in order to compensate for legi 
the increased cost. org 

Perhaps your advisers feel that your promoting such a bill will help get votes, A 
and perhaps it will, but I would like to believe that the American people are sult 
smart enough to know that you cannot get something for nothing and that. in- mat 
creased wages without corresponding increased productivty mean nothing more rest 
than higher prices and lower purchasing power. ben 

I hope that you will bring these facts forward and make them a part of the 
record in the hearings held on this bill. 

Sincerely, 


JACK ScHaARFF, President. 


SCHWICKERT SUPER HARDWARE, 


Mankato, Minn., May 28, 1958. 
Hon. Husert H. HUMPHREY. 


Hon. Bucene McCarty. 


Dear Stirs: It is requested that my statement be made a part of the official 
record of hearing. 

Our firm is opposed to the Senate bill 1046. This opposition is from an eco 
nomic point of view rather than from a selfish view. 

The retailer’s most vicious competition is the catalog and discount house. 
These firms operate with a minimum percentage of sales and labor costs. Con- 
sequently they, by being able to operate from a small office with a couple of secre- 
taries, are able to second-guess in price the retailer who maintains a full-fledged 
sales complement. 

Increasing the minimum wage only aggravates this already narrowed profit 
margin. The average net profit in the retail hardware business is 1.9 percent. 
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Increase in our biggest single overhead cost will wipe out many small businesses 










l since they cannot pass on this cost to the consumer lest they be even less com- 
petitive with catalog- and discount-house competition than they already are. 
Thanking you for your personal consideration, I am, 
Respectfully yours, 
LEAS SCH WICKERT. 
STANDARD O11 Co. OF TEXAS, 
Houston, Ter., May 4, 1959. 
Senator JOHN F. KeNNepy, 
U.S. Senate, 
0 Washington, D.C. 
. DEAR SENATOR KENNEDY: You recently introduced to the 86th Congress a bill, 
: S, 1046, to be cited as the “Fair Labor Standards Amendments of 1959.” 
a It appears that additional factors, bearing a direct relation upon this matter, 
might well be suggested for your consideration and might be made a part of the 
, record of hearings, when they are held. These factors are: 
= 1. The existing act covers employees only if they are engaged in interstate 
| commerce. The proposed amendments extend this coverage to retail, service, 
S, and other local businesses whose need for wage-hour regulations rightfully 
a should fall within the jurisdiction of State governments. For this reason, the 
- proposed extensions of coverage represent an unwarranted intervention by the 
-h Federal Government into local commerce and States rights. 
i. 2. Any increase in wages, for the groups now covered under the act or for 
those included in the proposed amendments, almost certainly would have to be 
re followed by increases in the wages of other employees, in a given establishment, 
~ to maintain equitable salary differentials. In this event, there is little doubt but 
as that labor unions in the oil industry, as well as labor unions in general, would 
ask for increased wages to preserve wage advantages of their members. Thus, 
- the net result of the proposed amendments would be to add the first step of 
7 another loop in the spiral of inflation. 
= 3. Those organizations unable to raise the prices of their products or services 
ng enough to compensate for the extra labor costs imposed by such legislation must, 
te of necessity, take other steps to keep overall costs under control. One of the first 
alternatives they would be forced to consider, in order just to stay in business, 
ol would be to reduce their personnel force. Considering the present unemployment 
ity rate and small-business mortality rate, it does not appear wise to gamble with 
or legislation, the effect of which easily might be to force still more workers and 
organizations into these categories. 
es, As explained above, the amendments proposed in your bill S. 1046 would Tre- 
re sult in the establishment of undesirable precedents and, further, would contribute 
in- materially toward weakening the present national economy. Therefore, it is 
ore respectfully requested that you allow this letter opposing such legislation, to 
be made a part of the record of hearings on this bill, when they are held. 
the Very truly yours, 
K. H. SHAFFER. 
. SHEPHERD’s CLEANERS, LAUNDERERS, 
Beaumont, Tezr., May 28, 1959. 
Hon. LyNpon B. JOHNSON, 
3. Senate Office Building, Washington, D.C. 
Dear SENATOR: The Senate Labor Committee is now holding hearings on bill 
8. 1046; I would like very much to appear before the committee on this bill. 
cial If this cannot be arranged, I would like for this letter to be made a part of the 
hearing record. 
eco I oppose the above-mentioned bill. First, because it will greatly add to the 
danger of inflation. Second, it will put a large number of the people in Texas 
ose. out of work, and, third, it is a further encroachment on States rights. 
on- I think all of us are taking the danger of inflation too lightly. Every day we 
ore lose more and more of our foreign steel market. The foreign markets for oil, 
iged Tice, Wheat, sulfur, automobiles, and many other commodities are fast becoming 
a thing of the past. 
rofit Long-maturity Government bonds are selling at $84 or below. Most: banks 
ent that have invested in Government bonds would take substantial losses if they 


found it necessary to sell the bonds on today’s market. 
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You know these things without me telling you. You also know that the very 
great danger of inflation and the passage of S. 1046 would greatly add to this 
danger. 

The prime interest rate is 4% percent. I note the sale of $750,000 in class A 
school bonds at par to yield 414 percent. Just who is going to invest in Govern- 
ment bonds to yield less than 3 percent with the price of the bonds going down 
every day when gilt-edge, tax-free municipals can be purchased at par to yield 
4 or 4%4 percent? More money has been lost in the last 5 years by owners of 
Government bonds than has ever been lost on municipals. 

It is my considered opinion that Senate bill 1046 should never get out of the 
committee. 

I would greatly appreciate your thinking on the matters mentioned in this 
letter. 

Sincerely yours, 
A. BE. SHEPHERD. 


T. E. ScHUMPERT MEMORIAL SANITARIUM, 
OFFICE OF THE ADMINISTRATOR, 
Shreveport, La., May 26, 1959. 
Hon. ALLEN J. ELLENDER, 
U.S. Senate, 
Washington, D.C. 


DEAR SENATOR ELLENDER: We have been advised that you are opposed to 
the provisions of S. 1046, now pending before the Senate Labor Committee, 
that would apply the minimum wage law to hosiptal personnel, and that you 
and Senator Long are cooperating in an effort to get this legislation amended 
to exempt hospitals. It is a source of satisfaction to us to know of your stand 
in this vitally important matter, and we are indeed grateful for your assistance. 

It has been suggested that we furnish you with a statement in support of 
your efforts to secure the needed amendments. We are therefore pleased to 
advise you as follows: 

Passage of S. 1046 would result in an increase of some 20 percent over our 
current annual operating budget of $2,500,000. All other institutions similarly 
situated would be proportionately affected. 

Application of the 40-hour week and the minimum wage law provisions to 
hospitals would result inevitably in reducing the services as well as the facili- 
ties now available to those who require hospitalization. This cannot possibly 
be viewed as in the public interest. On the contrary, it would bring about 
conditions detrimentally affecting the entire population by drastically upsetting, 
as a time when they can least afford to have such a thing occur, the economic 
structure of a vast number of the Nation's hospitals. 

Everyone with whom we have discussed this problem feels very strongly that 
this effort to impose a severe financial burden on our hospitals poses a real 
threat to the future development of the facilities required to meet the needs 
of a vastly expanding population, and that it should be vigorously opposed. 

Assuring you of our appreciation of your assistance in this matter, and with 
best wishes, I am 

Sincerely yours, 
Sister Mary Laura, Administrator. 


May 22, 1959. 
Hon. JoHn F. KENNEDY, 
Chairman, Subcommittee on Labor, Senate Labor and Public Welfare Commit- 
tee, Senate Office Building, Washington, D.C. 


Dear SENATOR KENNEDY: We are tremendously disturbed over the effect the 
proposed legislation, amendment of Federal minimum-wage law, S. 1046, would 
have on the operation of our particular hospital. 

If we should be compelled to operate under the provisions of a $1.25 minimum 
wage schedule, it would mean that our salary expenses would be increased ap 
proximately 50 percent and likewise the same percentage increase in our cost per 
patient-day. Since our present cost per patient-day is $22, the additional ex- 
pense would increase this to approximately $35. 

Unfortunately, about 40 percent of our personnel consists of orderlies, maids, 
ete., in low-income brackets; these people, in our opinion do not render service 
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to make them worth $1.25 an hour, according to present wage scales in our sec- 
tion, and we are dependent upon them for this particular service. One would 
almost have to see this situation to realize what we are faced with in this area. 

As a short-term proprietary hospital, our only source of revenue is from the 
patient or third-party payments, such as insurance companies. Therefore, an 
inevitable result of an increase in salary expenses to the extent of the provisions 
of amendment S. 1046, would be to raise our rates. This we do not believe is in 
the public interest. It would simply mean imposing an additional financial 
burden on suffering humanity while, in many cases, the recipients of this in- 
creased income would be incompetent help. 

We respectfully ask your consideration to the factual statements presented 
herein in determining what your action shall be in respect to this proposed 
legislation. 

Sincerely yours, 
W. H. SLauGutTer, Administrator. 


PorTLAND, MAINE, May 15, 1959. 
Senator MARGARET CHASE SMITH, 
Senate Office Building, Washington, D.C. 


Dear Senator: In reference to Senate bill 1046 which specifically removes 
laundries from exemptions and asks for a $1.25 minimum, we must voice sincere 
objection to the restriction this would place upon our business life. This is a 
localized industry as you know and cannot provide itself with the mechanization 
necessary to absorb such labor increases. 

During the present hearings we trust that you can present our side of the 
argument, for service industries must continue to use a high degree of handling 
rather than machinery in processing their volume. 

Sincerely, 
UNIVERSAL-WATKINS, INC., 
W. L. Spatrnorz, President. 


Grorce H. LANTER MeMorIAt HOspItTAt, 


Langdale, Ala., June 10, 1959. 
Hon. Lister HILL, 


Senate Office Building, Washington, D.C. 


Dear SENATOR Hitt: Probably at no other time have hospitals been faced with 
such imposing problems as now. The minimum wage, labor unions, hospital 
for the aged, and insurance premiums, just to mention a few. We know that 
you are cognizant of these problems and are vitally concerned with them. Your 
broad knowledge and dynamie leadership in the health field make us proud to be 
located in your State and be associated with the first Hill-Burton Hospital. 

You no doubt have received bales of mail concerning these problems, but I 
would like to add my small contribution to the volumes. 

It is most important for hospitals to be excluded from the minimum-wage law 

cause it could actually cause chaos to some of us. We say this not merely from 
a selfish motive, but because we know what it would de to the people we serve. 
The increase in our salaries would be so great that our cost in many departments 
would actually be doubled. We recognize the problems of lower wages and we 
are constantly trying to improve the situation. In 1951 the average employee’s 
earnings at this hospital was $1,700 per year, and in 1958, the average was 
$2,215. This is a 30-percent increase in average earnings. 

It would cost this hospital $148,000 per year more in salaries if we came under 
the minimum-wage requirements. At the same number of patient-days that we 
had in 1958, this would be $5.36 per patient per day increase. You can easily 
imagine the public reaction to this sudden increase in our rates. 

It is our request that you give this matter your understanding consideration, 
and do all you can to exclude hospitals so that we will not be faced with this 
calamity. 

We are still looking forward to having you as a guest and hope that it will 
not be too long before you can visit with us. 

Sincerely yours, 


Harorp W. StreapHam, Administrator. 
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MAINE SARDINE PACKERS ASSOCIATION, INC., 
March 18, 1959. 
Hon. MARGARET CHASE SMITH, 
Senate Office Building, Washington, D.C. 


DearR SENATOR SmitTH: This is to advise that the Maine Sardine Packer's 
Association, representing a large majority of our industry, voted at a recent 
meeting to strenuously oppose the provisions of S. 1046 and H.R. 4488 which 
would eliminate the overtime exemption for fish canners contained in the 
Fair Labor Standards Act. Passage of this legislation would impose a need- 
less and unfair burden on our already troubled industry that could be disastrous 
and we sincerely hope that other members of the Maine delegation and your- 
self will make every effort to prevent this from happening. 

As you know, sardine canning in Maine is a seasonable proposition wholly 
dependent upon an uncertain supply of a highly perishable species of fish and 
Subject at all times to the variability of the weather and the tides. These 
factors leave us with but little control of our operations. 

Although our season legally opens on April 15 and closes December 1 the 
experience of the past 10 years, due to these natural causes, has resulted in an 
average full operational period of about 3 months annually. Volume produc- 
tion has usually started June 1 and continued until mid-July to be followed 
by a very slack spell until early September. Volume then picks up again but 
tapers off after October 15, because of fall gales and other conditions. 

This means that our plants must operate at full capacity at all times the 
fish are available if we are going to stand any chance of earning a return on our 
investment. 

If the fish could be held over from day to day in our plants our problems 
would be much easier but this is impossible because of the perishability of the 
product. Recently completed research has proven that herring stored in a 
cannery for any length of time, measured in hours, greatly contributes to poor 
quality and therefore processing must be done immediately. 

Furthermore, the fishermen must dispose of their catches without delay 
due to the natural difficulties of holding the fish in the nets or weirs for more 
than a few hours. 

It is a common occurrence for fish to run in large schools all along the 
coast for several days and then completely disappear for a like period or longer. 
This means we have to pack to the limit when we can and strict adherence 
to the 40-hour week during these periods would result in unprofitably small pro- 
duction and lower seasonal earnings for our workers. 

Another of our major problems is the fact that all fish must be carefully 
placed into the cans by hand and therefore the bulk of the workers in any Maine 
sardine plant are women who perform this operation. As there is wide variance 
in the skills and performance of the women we are able to recruit it is necessary 
to set up this type of work on a piecework basis. 

The better workers have no trouble making the minimum-wage requirement and 
a lot more, but there are many others who are so slow and inefficient that they 
receive but never actually earn, from a performance standpoint, the minimum 
wage. 

Furthermore, there is a growing shortage of this type of labor in our coastal 
communities and as a result we do not have much of any choice in our recruit- 
ment activities. 

The actual cost of producing sardines has increased by more than 50 percent 
since 1950 while our selling prices have not risen more than 35 percent. This un- 
balanced condition has.been caused by competition from imported sardines and 
high production of other domestic convenience foods. 

Because of the difficulty we are having to increase our selling prices in 
line with the rising costs our industry, which is of vital importance to the 
economy of Maine, is finding it harder and harder to remain in business. The 
added burden of elimination of the exemption would be ruinous to most of our 
companies and we can assure you that it would mean the closing of more and more 
plants and accentuate the already unfavorable economic status of our coastal 
areas. 

The efforts that our industry is making to solve its problems is well known. 
We have been taxing ourselves several hundred thousands of dollars a year for 
the past 6 years to finance an advertising, promotion, research, and quality-con- 
trol program. This is a serious drain on our resources but we hope that it will 
eventually permit us to survive. 
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A copy of this letter is being sent to the sponsors of S. 1046 and H.R. 4488 and 
to members of the appropriate Senate and House committees, as well as to mem- 
bers of the Maine delegation so that all will be adequately informed of our diffi- 
cult situation. 

As an arbitrary across-the-board elimination of the fishery overtime exemption 
appears to be unwarranted and unreasonable we suggest that you ask the com- 
mittee chairman to send an investigator to Maine to thoroughly evaluate the 
justification of our position. We would welcome this and are we not, as tax- 
payers, and employers, eligible for such consideration? 

Believe me, Senator, our industry wants its employees to prosper and to have 
the highest wages possible but this cannot be achieved through the closing of 
plants and the elimination of payrolls. 

Sincerely yours, 
CALVIN STINSON, Jr., President. 


CHILTON CouNTY HosprraL & NurRsING Home, 
Clanton, Ala., May 22, 1959. 
Hon. JoHN F. KENNEDY, 
Chairman, Subcommittee on Labor, Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR KENNEDY: We have been asked by the officers of the Alabama 
Hospital Association to voice to you our objections to S. 1046, amendment of 
Federal minimum-wage law, which provides for a minimum of $1.25 per hour for 
workers. 

Although, from the way I understand it, this hospital would not be affected, 
nevertheless it is easy to see the effect of such legislation on other Alabama 
hospitals. 

If this legislation is passed, nonprofit hospitals would have no choice but to 
pass on this increased cost to the paying patients, either directly or indirectly. 
There are far too many persons already who refrain from giving themselves 
proper medical care because of the high costs involved. If these high costs are 
to increase even further, then many more people will omit proper medical care. 
I honestly believe that the health of our Nation would be in jeopardy because of 
this increase in costs. 

We, who spend our working hours supervising the care of the sick, are con- 
stantly fighting the battle of rising costs. A step on the part of the Federal 
Government, such as this, would make our jobs even more difficult. We urge 
you to give serious consideration to this amendment and do your part in helping 
us offer good medical care to the people at as small a rate as humanly possible. 

Respectfully submitted. 

JAMES N. SupputH, Administrator. 


RETAIL CLERKS INTERNATIONAL ASSOCIATION, 
Washington, D.C., May 22, 1959. 
Hon. JoHn KENNEDY, 
Chairman, Senate Subcommittee of the Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR KENNEDY: The Retail Clerks International Association has 
studied the testimony of Secretary of Labor Mitchell before your subcommittee 
and has noted his verbal support for extension of the Fair Labor Standards Act 
to employees who are not now covered by such legislation. We are astonished 
by his approach and the begrudging manner in which he proposes to extend such 
coverage. By no means can this be considered as a sincere effort in this direction 
by the administration. Translating his criteria of purchases and number of 
employees into the economic realities of retailing, we find that the net effect would 
be to establish a virtual $5 million sales per annum cutoff as a basis for coverage. 
The average annual sales in supermarkets, for example, approximates $50,000 
per employee. With the criterion of 100 or more employees suggested by the 
Secretary, this implies sales of at least $5 million in a substantial part of the 
retail industry. This defect must be underscored in addition to the other glaring 
deficiencies of the administration's proposals. 

As you know the RCIA, as an organization representing approximately 350,000 
employees in retail stores throughout the United States, is especially concerned 
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with the question of extended coverage, for retailing is the major industry which 
is not now accorded the equal protection of the law. Moreover. the retail indus- 
try has now become giant business with ramifications extending across State 
and national lines in many directions. 

As we stated in our prepared testimony before your subcommittee on May 12, 
large retail firms, as defined in S. 1046. include but 3.6 percent of the total 
number of retail establishments, yet in 1954 they accounted for 48 percent of 
retail sales and employment and 45 percent of retail payrolls. Indications are 
that this high degree of economic concentration has continned to increase in 
the last 4 years. In the supermarket sector of retailing alone, it was found 
in 1958 that 8 percent of the firms included 66 percent of the supermarket out- 
lets and accounted for 69 percent of sales. Each of these supermarkets was 
estimated to aceount on the average for sales of $1,400,000 per annum. The 
smaller comnan‘es. comprising enterprises from 1 to 10 stores. accounted for 
less than a third of supermarket sales with an average annual figure of $73,000. 
S. 1046 will not affect stores of the latter tvne. It would. however. cover the 
larger “hig business” type of retail enterprise, for it is these that employ a 
substantial proportion of the employees in the retail field, and who exert a 
marked and significant effect on the commerce. We agree with Secretary of 
Labor Mitehell when he savs that extended enverage should be accomoplished 
without inelnding small businesses whose relation to commerce is insubstantial. 
However. his nronosal when translated would have the effect of excluding large 
as well as small business. 

We do not arree with the Secretarv’s limited anniication of the standards 
of ecommerce. His criterion, namely the purchase of $1 million of merchendise 
and supplies ner annnm which move directly across State lines, is neither a 
proper. practical. nor suitable leral standard for measuring coverage. More- 
over. it wonld simnly create administrative chaos, lend to serions inequities in 
the enforcement of anv Jevislation of this character, and in the long run place a 
premium on legal legerdemain. The warehousing and distribution technianes 
now developed bv the large retail enterprises would permit them to avoid the 
annlication of this legislation, while nnmerous other retail enterprises would soon 
disenrer that a comnetitive windfall advantage will have been given to the 
genninely larrve concerns. For examnule. almost all retail auto dealershins would 
fail to he covered hy the administration’s bill hbecanse they do not make direct 
purchases across State lines. As you know, antomohiles are normally assembled 
in Mants seattered thron¢hont the maior merket areas. so that. for example, the 
States of New Jersey, California, and New York would have virtually no covered 
retail anto dealerships. 

The Secretarv’s commerce criterion would exclude retailers whose business 
practices incInde indirect purchases of goods shinned from outside the State, 
ont-of-State sales, merchandise nickuns made ontside the State by the employees 
in the partienlor enterprise, interstate advertising and similar activities. The 
fact is that effects on commerce are accomplished by virtue of the total opera- 
tions of the large retail enternrises. They are going concerns whose total pur- 
chasing, warehousing, transportation. merchandisine. selling, and advertising 
create something more than mere local markets. Their range of operation is 
broadiv regional and frequently national in scope and is best measured by 
sales size. 

The latter has always been recognized by Congress and the executive branch 
of the Government as the best available measure of distinguishing small from 
larve business in retailing. The definition of “substantial extent” and of 
“enternrise” as used in the administration’s bill poses an entirely new legal 
concent which has not yet been internreted by the courts. This will undoubtedly 
reouire many years of litigation in order to determine its zenuine meaning. 

On the other hend, the dollar volume of sales utilized as a standard is without 
question preferable to the criterion that Mr. Mitchell has suggested. Not only 
has it been used by the National Labor Relations Board in its own proceedings, 
but it is the only reasonable economic measure of size and effect on commerce. 
Tt is an ensily ascertainable and uncomplicated measure, whereas considerable 
dificnity has heen encountered whenever reliable information has heen sought 
on the value of goods and materials flowing across State lines. Diverse kinds 
of information would have to he compiled under the Secretarys bill, involving 
thousands of items purchased from many wholesalers within and without the 
particular State, requiring a complex, time-consuming, and costly administra- 
tive operation. The administration’s proposal would turn extended coverage 
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into a hollow and empty vessel, doing little to improve the welfare and status 
of the retail clerks who must now subsist on less than $1 an hour in so many 
eases. 

The requirement of Secretary Mitchell’s second criterion—namely, the em- 
ployment of 100 or more workers—would serve to continue the exemption for 
many firms that have a serious impact on commerce. By his own testimony 
before your subcommittee, this criterion would cover only about one-third of the 
employees not covered at the present time. It is not at all clear just how the 
Secretary arrived at this estimate, for our own figures indicate that in the 
supermarket sector of retailing alone, almost half of the employees would not 
be covered by his standard. For retailing as a whole the significant point, 
however, is that the Secretary’s standard has no relationship at all to the 
employer's impact on commerce. By no reasonable economic measure is it pos- 
sible to relate the number of employees in an establishment to the effect that 
such an establishment has on the level of business done. Certain retail estab- 
lishments with small numbers of employees, as in the automobile industry, heavy 
machinery and large appliances, have considerably larger per clerk sales than 
other types of retail establishments. Yet these employees would not be covered 
by the administration’s bill. 

It is interesting to observe that of all the States that have minimum-wage 
legislation only one uses a criterion of this character. New Mexico applies its 
minimum-wage law to those retail establishments with four or more employees. 
All the other States have rejected a criterion of this kind as being essentially 
irrelevant to the determination of the impact that a retail establishment has 
on business within the State. 

Let me cite an illustration of an actual situation which shows very forcibly 
the inadequacy of the Secretary's criteria. A retail grocery chain with 11 
stores in a single State doing an annual volume of sales in excess of $7 mil- 
lion, purchased over $5.5 million of supplies and materials. This enterprise 
would be exempt under the administration's bill because some $3 million of 
purchases were made within the State and $2.5 million bought from a maunu- 
facturer outside the State who shipped the goods to his own warehouse in 
the State in which the grocery chain operates its stores. None of these pur- 
chases would be considered under the Secretary’s bill and this employer 
would be exempt despite the fact that he had already been held to affect com- 
merce within the meaning of the National Labor Relations Act. Moreover, this 
employer had in excess of 200 employees, so that the Secretary's second standard 
would be contradicted by the first and coverage denied. 

We should also like to call attention to the fact that the language in the 
administration’s bill opens the entire question of extension to administrative 
fiat. The bill states that coverage will be extended to employers with an 
average weekly employment of 100 or more employees as measured by the last 
preceding calendar or fiscal year under regulations of the Secretary. It would 
be entirely possible, therefore, to exclude part-time employees from the com- 
putation of the necessary 100 or more employees. In view of the fact that 
part-time employment in the retail field has become a most significant factor 
an administrative decision along these lines could virtually exclude all large 
retail establishments. Some large supermarkets, for example, employ as much 
as 60 percent of their total labor force on short hours. As you can see, this 
would wreak havoe with retail coverage. As is the case with the other criteria 
suggested by the administration's bill, this standard of 100 or more employees 
adds irrelevant, discriminatory, and arbitrary tests to the determination of 
coverage. 

Secretary Mitchell also rejects the application of overtime provisions, while 
advocating the most limited kind of extension. This would be the first time 
within memory that an industry would be given merely partial coverage. He 
contends that time and a half for overtime would increase the wage bill 
of such establishments as service stations, variety stores, feod stores, and other 
retail firms by SO percent. ‘Unfortunately, he has failed to give the basis for this 
irresponsible overestimate. Aside from the moral questions and issues of simple 
equity that are involved, such an estimate must be rejected on the basis of 
known facts. Our own studies, as well as data supplied by us in the testimony 
referred to above, show that the average week'y hours of work in retailing 
tpproximate 40 hours. However, since the figures do include part-time workers, 
which are substantial in retailing, there is a fair proportion of work over 40 
hours per week. The cost to employers of the overtime provision, however, 
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would be negligible in terms of increased payrolls. First, many enlightened 
employers already pay premium rates for overtime in the ordinary course of 
events. For example, in the States of New York, New Jersey, and Ohio about 
40) percent of present retail employees are already covered by time-and-one-half 
rates for overtime work, and this covers about 20 percent of retail employees. 
As we demonstrated in the testimony submitted to your subcommittee, the 
cost of overtime pay as provided for in S. 1046 for retailing would be about 
1 percent of total payrolls, or about one-tenth of 1 percent for total sales. 
Consequently, it is rather difficult to comprehend the figure utilized by Mr. 
Mitchell in his presentation. Assuming that an employee presently working in 
a variety store for 48 hours was receiving $1 an hour, overtime rates would 
increase his wage 8.38 percent. This is hardly the 80-percent figures used by 
the Secretary. 

The failure of the Secretary to accord full protection to retail employees 
under the Fair Labor Standards Act perpetuates a pattern of unfair discrimina- 
tion and makes third-class citizens out of them. This is deplorable. The 
final indignity is found in the Secretary’s suggestion that there should be 
“special circumstances * * * which make it appropriate to continue existing 
exemptions” even though his extreme criteria for coverage would otherwise 
be met. 

The facts conclusively demonstrate that only S. 1046 will rectify the existing 
anomaly by which retail employees are denied the protection which is their due. 

Sincerely, 
JAMES A, HUFFRIDGE, President. 


GaLax CHAMBER OF CoMMERCE, INC., 
Galaga, Va., May 18, 1959. 
Senator Lister HILt, 
Senate Office Building, Washington, D.C. 


Dear SENATOR HILL: The Galax Chamber of Commerce of Galax, Va., submits 
the following statement in opposition to S. 1046 of the Senate Labor Committee. 
The views expressed in this statement are the views of 122 small business men 
and women of Galax, Va. 

We feel that S. 1046 is another step toward greater inflation. It will make 
necessary an increase in prices of goods sold to the consumer which are now 
priced beyond the reach of many. 

This bill will cause a further unemployment problem due to the fact that 
elderly and physically handicapped employees who will be unable to meet the 
high standards necessary will lose their jobs. It will seriously hinder if not 
entirey stop the distributive education program for junior and senior high- 
school students in this State. 

It is further intervention in local commerce by the Federal Government and 
further curtails the operation of small business. It is hardly possible now for 
small business to exist and the restrictions imposed by S. 1046 will cause many 
a small business to cease to exist. Annual sales of $50,000 or more is small 
business under today’s standards. 

This is another tool for the labor union bosses who have things so confused 
and out of hand now that the average businessman doesn’t know where to turn. 
We feel that firm intervention in labor unions by the Federal Government and 
not in local commerce would do more to put America on a sound footing than 
S$. 1046 would. 

Small business will be crippled in dealing on the labor market as nearly all of 
them will be unable to pay these higher wages. It is time our Government 
faced facts and quit dreaming and dipping further into the pockets of its small 
businessman. He has had about all he can take and still survive. 

We are 100 percent convinced that S. 1046 is a step in the wrong direction and 
is a threat to small business and a step to which we are opposed. 

The members of the Galax Chamber of Commerce respectfully request that 
this statement be made a part of the official record of hearings on S. 1046. 

Sincerely yours, 


JoHN W. SUTHERLAND, President. 
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NATIONAL CoTTON COMPRESS & COTTON WAREHOUSE ASSOCIATION, 

Memphis, Tenn., June 11, 1959. 

Hon. JOHN F. KENNEDY, 

Chairman, Subcommittee on Labor Standards, Senate Committee on Labor and 
Public Welfare, Senate Office Building, Washington, D.C. 

DEAR SENATOR KENNEDY: We request that this letter be filed in the record of 
the hearings on Senate bill 1046 (and similar proposals), in behalf of the 
owners and operators of cotton-warehouse and compress-warehouse facilities as 
a formal protest against each of the amendments of the Fair Labor Standards 
Act as proposed in that bill. 

To revert to the old definition of “produced,” making the employer’s (rather 
than the employee's) activities the test of coverage; to apply the act to all 
oy and to the various retail, service, and transpor- 


, 


activities affecting commerce’ 
tation operations as proposed in the bill, all represent unconscionable and 
dangerous extensions of Federal power into the field of local and intrastate 
activities. 

All of those proposed amendments, as well as the proposed increase in the 
minimum wage, and the proposed repeal of the exemptions contained in sections 
7(b)3 and 7(c) of the existing act, would be the further substitution of Federal 
fiat for the operation of the law of supply and demand. 

As has been pointed out by Secretary of Labor Mitchell, the present minimum 
wage of $1 per hour has not yet been absorbed by our economy. This is espe- 
cially true in rural areas, and particularly so in the southern cotton-growing 
States. 

To require the payment of overtime in the ginning, compressing, and storing 
of cotton, and in the processing of cottonseed, as would be required by repeal 
of the exemptions contained in section 7(b)3 and section 7(c), would impose a 
cruel hardship on many employers whose revenues scarcely justify present 
straight-time wage scales, and will intensify efforts to substitute machine power 
for manpower. Either an increase in the minimum wage, or repeal of any of 
such overtime exemptions, will result in loss of employment by the less-efficient 
employees employed in such operations. 

It is particularly ironic for one branch of the Federal Government to threaten 
substantial increases in the operating costs of cotton-warehouse and compress- 
warehouse operations (in which labor and salary costs constitute more than 
50 percent of total operating costs) at the same time when another Federal 
agency (Commodity Credit Corporation, which controls 85 percent of all cotton 
in storage today) has just refused any increase in the contract storage rates 
on cotton which admittedly are inadequate to produce a reasonable return on 
investment. 


We respectfully urge your committee to disapprove the proposals of S. 1046 
in their entirety. 

If any amendments of the Fair Labor Standards Act are to be reported by 
your committee, we urge that they include Senator Stennis’ proposed amend- 
ment set forth in S. 1874 to provide for commonsense, realistic application of 


the section 13(a) (10) “area of production” exemption from the minimum-wage 
and overtime requirements of the act. 
Sincerely yours, 


JOHN H. Topp. 


AMERICAN BituMULS & ASPHALT Co., 


San Francisco, Calif., May 5, 1959. 
Hon. Joun F. Kennepy, 


US. Senate, 
Washington, D.C. 


Str: We have read and given considerable thought to Senate bill 1046 which 
you have introduced to the 86th Congress. We appreciate your reasons for 
submitting this legislation, but it is our opinion that it would not serve the 
best interest of the Nation. 

One of our biggest problems today is the constantly rising costs of labor and 
the usually resultant inflationary spiral of rising prices. Either extension of 
the law’s coverage to retail, services, and other local businesses or the increase 


in the minimum wage would likely have inflationary effects throughout the 
economy. 
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Although the minimum-wage law would not affect our company directly to 
any great extent, it would affect it and all industries indirectly. Higher wages 
in some of the lower paid industries would cause unions to demand higher wages 
in the organized industries in order to maintain wage advantages for their 
members. This would cause management in most cases, as it has in the past, 
to consiter raising prices to recover the added cost. 

Another cause for concern today is the number of unemployed, which is 
approximately 4.7 million. We believe the pronosed legislation would probably 
result in increasing the figure. When an employer is unable to raise prices 
enough to compensate for an increase in labor costs, consideration is given to 
reducing personnel to keep costs under control. 

We respectfully request that you and other members of the Senate Labor 
Committee consider our views on this legislation. Also, we ask you to make 
this letter a part of the record of hearings on Senate bill 1046 when they are held 

Yours very truly, 
C. W. Turner, President. 


RYEGATE PAPER Co., 
East Ryegate, Vt., May 22, 1959. 
STEWART E. McCLure, 
Chief Clerk, Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington, D.C. 


DEAR Mr. McCuure: It hes been brought to our attention that S. 1046 is up 
before the Senate subcommittee for hearing. 

This bill, in relation to the 12-man exemption, if passed would bring great 
hardship to the paper and related industries. Wood is the major raw material 
in the paper industry and any hardship on the producers is passed on to us in 
the form of increased prices and would be just another step in the direction of 
inflation. 

As representative of three paper mills, I would like to go on record as being 
opposed to the passage of this bill. 

Respectfully, 
F. W. Vocet, Treasurer. 


SocieTy OF AMERICAN FLORISTS AND ORNAMENTAL HORTICULTURISTS, 
Washington, D.C., May 27, 1959. 
Hon. JoHN F. Ke nNeEpDY, 
Senate L7hor Committee, 
Senate Office Building, Washington, D.C. 


Dear SENATOR KENNEDY: AS the national trade association of floriculture, rep 
resenting growers, wholesalers, retailers, and allied tradesmen of the floral 
industry, the Society of American Florists herewith enters its protest against 
proposed wage bill S. 1046 and requests that this statement be made a part of 
the official record of hearings of the Senate Labor Committee. 

The society protests enactment of 8S. 1046 on two grounds. Foremost, the 
society feels that such legislation is an unwarranted intervention by the Federal 
Government into local commerce, which can best be regulated by State and local 
laws. Secondly, such legislation would work a great hardship on retail and 
service enternrises and would adversely affect a great majority of our members 
in the floral industry. 

As witnessed by our own industry, business conditions, wage scales, and stand- 
ard of living vary from State to State and locality to locality. Therefore, we 
are of the opinion that it is impossible for a Federal law that governs wages 
and hours to serve in the best interests of all. We feel that laws should be 
tailored to meet local conditions and that this can be done only through State 
laws and reguietions. In addition, we believe that increasing Federal inter- 
vention into affairs heretofore handled by the States is alarming, and that 
Federal regulation of interstate commerce should not be extended to local 
commerce. 

Many of our industry members, like those in hundreds of other industries, 
are small businessmen who work on a narrow margin. Since it is possible in 
our industry to go into business with a small amount of capital, many of these 
industry members will be hard hit by legislation as proposed in S. 1046. They 
will find it difficult to boost not only the salaries of those who are now earning 
less than $1.25 an hour, but also those above the level who would expect pro 
portional pay increases to maintain existing wage differentials. 
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A substantial number of these businessmen would be forced to either lay off 
employees or curtail their hours, thus resulting in unemployment. Ours is 
growing industry where many young people serve an apprenticeship before mov- 
ing ahead into a higher salary bracket. The inability for them to be placed in 
the field of floriculture would be injurious to both them and our industry. 

Furthermore, our industry is plagued already with high prices, and we fear 
that the new wage costs imposed by the bill would have an inflationary effect 
that would put florists’ prices further out of line. This is true in other industries 
as well, and presents a picture of increasing prices that would be a detriment to 
the growth and stability of our national economy. 

In view of these facts, we wish to go on record as being opposed to the 
provisions of 8. 1046. We urgently request the Senate Labor Committee to take 
a stand against legislation to raise the minimum hourly wage to $1.25 and to 
extend Federal wage-hour control to an additional 7.5 million employees now 
excluded from the law’s coverage. 

Sincerely, 
JOHN H. WALKER, Executive Secretary. 


KVOG Rapto, 


Ogden, Utah, April 23, 1959. 
Hon. BaRRY GOLDWATER, 


U.S. Senate, Washington, D.C. 


DeaR SENATOR GOLDWATER: We are advised that Senate bill 1046, which pro- 
poses to raise the minimum wage to $1.25 per hour, will soon come before your 
subcommittee for a hearing. 

This bill, if passed, would work a genuine hardship on our business and many 
other businesses in communities such as ours. Small markets find it very 
difficult to compete with larger markets where sales volume and profits will justify 
the payment of higher wages. 

We do not want to oppose anything which is for the general welfare of our 
Nation, but feel that it is in the interest of the small businessmen and the 
workingman not to have arbitrary wage scales for small markets and small 
businesses, which may apply to large markets and big business. It is not 
feasible to equitably define a large or small business by gross sales. 

I am fully aware of the problems involved in determining when a business 
ceases to be small business and becomes a large one, and also when a small 
market ceases to be a small market and becomes a large one. Nevertheless, 
there is definitely a difference between the two and the wage scale cannet be 
applied to both without hurting the small business. Our community definitely 
falls in the small-market category. 

By way of information, our present employees, except one, are now receiving 
as high or higher pay than the proposed $1.25 per hour minimum, but this bill 
would preclude our hiring students, trainees, and others for part-time work 
from time to time, and would therefore deprive them of the opportunity of 
qualifying for employment, which would help them satisfy their needs as well 
as ours. 

We will appreciate your making this letter a part of the record of the hearing. 
when they are held. 

Very truly yours, 


Arcn G. Wess, President. 


AMERICAN NEWSPAPER PUBLISHERS ASSOCTATION, 


New York, N.Y., April 29, 1959. 
Hon. Lister HI, 


Chairman, Labor and Public Welfare Committee, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHATRMAN: Because the Senate Labor Committee will start hear- 
ings May 5 on bill S. 1046 by Senator Kennedy, of Massachusetts, for himself 
and a number of other Senators, the American Newspaper Publishers Associa- 
tion wishes to express its views regarding a proposed amendment contained 
in bill S. 1046 to the Fair Labor Standards Act commonly known as the wage- 
hour law. 

The American Newspaper Publishers Association is a trade association com- 
prising 846 daily newspapers with more than 90 percent of total U.S. daily 
newspaper circulation. It is therefore interested in various aspects of bill 
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S. 1046 and particularly it is interested in the proposal in the bill to eliminate 
the exemption now existing for newspaperboys. 

The language to which I refer is contained in section 9(d) which reads as 
follows: 

“The provisions of sections 6, 7, and 12 shall not apply to any employee 
engaged in the delivery of newspapers to consumers at their residences: Provided, 
That section 12 shall not apply to any employee otherwise engaged in the de- 
livery of newspapers to consumers when such employee is employed outside of 
school hours for the school district where such employee is living while he is 
so employed, and such employee is 16 years of age or over. [Emphasis supplie4d.] 

This would mean that newspaperboys under 16 years of age delivering news- 
papers to offices or on a route outside his school district, or newspaperboys 
under 16 years of age who sell newspapers on street corners, would be subject 
to section 12 of the Fair Labor Standards Act which is commonly known as the 
child-labor provisions and that the provisions of sections 6 and 7, the minimum 
wage and maximum hours, would apply to all newspaperboys not delivering 
newspapers to consumers at their residences. 

The law now exempts from the wage-and-hour and child-labor provisions 
“any employee engaged in the delivery of newspapers to the consumer.” 

This provision in bill S. 1046 is not a new proposal. Similar proposals have 
been included in bills introduced in previous Congresses. 

There are many who believe, and this view is not confined to newspaper 
executives, but to many engaged in welfare and other work, that the work 
of the newspaperboy is healthful and that it is a great deterrent to the juvenile 
delinquency which is so prevalent in the United States today. 

The newspaperboy spends not more than 2 or 3 hours each day in conducting 
his business. He does not absent himself from school. He is an independent 
contractor whose earnings are the difference between the wholesale price at 
which he buys and the retail price at which he sells. He is not paid any wage 
by the newspaper. In practically every instance, this is the first type of busi- 
ness into which young boys enter and it provides an experience and knowledge 
which has been put to excellence use when these young boys reach maturity. 
Records are full of tributes to the early training and business methods which 
many men have found in their newspaperboy training and to which they attribute 
a part of their success in business after they have reached manhood. 

The ANPA is unable to determine what justifies or requires this type of 
Federal restriction on the activities of the newspaperboy. The work is not 
onerous; it gives boys a chance to earn money for college education or other 
things which would not otherwise be possible for them; it provides good early 
business training; more important than anything it keeps boys out of bad com- 
pany. Because they are busy boys they do not have time to become juvenile 
delinquents. It is the boy with too much idle time that is usually in the 
juvenile courts. 

The parents of the boys approve this work and many are loud in their praise 
of what it does for their children. 

I express the hope that your committee will decide there is no need to touch 
the existing exemptions for newspaperboys now in sections 6, 7, and 12 of the 
Fair Labor Standards Act and that the provision now in bill S. 1046 will be 
eliminated should any action be taken on this bill by your committee. 

It would be appreciated if you will make this statement a part of the record 
of hearings and if there is any further information this association can supply, 
please let me know. 

With high esteem, 

Sincerely yours, 
CRANSTON WILLIAMS, General Manager. 





WILLIAMS HARDWARE Co., 
Fort Smith, Ark., May 15, 1959. 


Hon. Lister HIt1, 
Senate Office Building, Washington, D.C. 


Dear SENATOR Hitt: We wish to register our strongest possible protest against 
passage of Senator Kennedy’s proposed minimum-wage bill, S. 1046, that we 
are convinced would be a grave mistake. 

Passage of this bill would unquestionably result in increased operation or 
production cost, naturally follow increase in commodity costs, increase unem- 
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employment by curtailment or reduction in working forces, reduce widespread 
earnings, and reduce tax collections. 

So many organizations have to contend with a floating or unstable, untrained 
working class. Their application and production is below that of steady trained 
employees paid the present minimum wage or in most cases above. If such 
labor is paid on a basis of the proposed new minimum then there will be an 
automatic requirement to increase rates to skilled workers so as to maintain 
differentials. 

We are wholeheartedly against this bill, S. 1046, and request that this state- 
ment be made a part of the official record of hearing. 

Respectfully yours, 
T. F. WILLIAMS, 
Chairman of the Board. 





AMERICAN HOSPITAL ASSOCIATION, 
Washington, D.C., May 8, 1959. 
Hon. JoHn F. KENNEDY, 
Chairman, Subcommittee on Labor, Senate Labor and Public Welfare Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR KENNEDY: The American Hospital Association is deeply con- 
cerned with the effect which enactment of S. 1046, now pending before your 
subcommittee, would have on the nongovernmental hospitals of the country. 

In general, these hospitals are not now subject to the wage-and-hour pro- 
visions of the Fair Labor Standards Act, because of the “retail or service estab- 
lishment” exemption in section 13(a)(2) of the act. S. 1046 would make the 
act applicable to service establishments with annual gross sales of $500,000 
or more, if they are “engaged in any activity affecting commerce.” While the 
rendition of hospital service is a local activity, nearly all hospitals purchase 
supplies from out-of-State sources, and if such purchases constitute an “activity 
affecting commerce” it is likely that substantially all nongovernmental hospitals 
of as many as 75 or 100 beds, and probably a good many smaller ones, would 
be covered by the terms of the bill. Under this interpretation of the bill, some 
thing like one-half of the 4,600 nongovernmental hospitals in the country, con- 
taining 80 percent of the nongovernmental hospital beds, would apparently be 
subjected to the act. 

Hospitals are continually striving to pay wages comparable to those paid 
for similar work in their communities. Unfortunately, however, despite much 
progress in recent years, hospitals in most parts of the country are paying 
many of their less-skilled employees less than the $1 minimum wage now pre- 
scribed by the Fair Labor Standards Act. Thus, in 1958 the nationwide average 
starting wage for untrained women was &7 cents an hour, while in three States 
the average was only 61 or 62 cents. For untrained men the corresponding 
national figure was $1.01, while in the same three States the averages ranged 
from 69 to 72 cents. 

In determining whether it is in the public interest to compel a sharp increase 
in hospital wages at this time. we believe that your committee and the Congress 
should be aware of the following facts: 

The steady and substantial increase of hospital costs has become a matter of 
widespread public concern. In short-term nonprofit hospitals, the national aver- 
age cost per patient-day increased from $10.04 in 1946 to $26.81 in 1957, an in- 
crease of 167 percent in 11 years. A prineipal factor in causing this increase has 
been the rise in wages; the average hourly rate in 1957 was about 2%4 times 
what it had been 11 years earlier. There is no indication that this process is 
drawing to an end. 

Payroll constitutes roughly two-thirds of the cost of hospital operation. Non- 
profit hospitals are forced to pass increased payroll costs on to those who pay 
the hospital bills; namely, to paying patients, to subscribers to Blue Cross and 
other forms of prepayment, and to Government to the extent that Government 
finances hospital care of the indigent and other groups. We have no means of 
gaging the willingness or ability of the public to absorb a sudden and sharp fur- 
ther increase in hospital rates, but public resistance to increased charges for 
Blue Cross coverage has been widespread and vocal. 

We have sought to assemble such information as is available to us bearing 
upon the effect a minimum wage of $1.25 would have on nongovernmental hos- 
pitals, in an effort to indicate the dimensions of the problem. 
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Of the 778,000 employees in nongovernmental general hospitals, 50 percent are 
in categories that would be directly affected by an increase in the minimum rate 
to $1.25 an hour. This figure is made up as follows: Clerical workers, 8 per- 
cent; practical nurses, 7 percent; untrained women, 30 percent; and untrained 
men, 5 percent. 

The increases required by a $1.25 minimum wage for these four categories of 
personnel we estimate would result in a total additional cost of at least $440 
million. If this amount were added to the total expenses for the operation of 
nongevernmental general hospitals, it would result in an immediate increase in 
the cost per patient-day of 13 percent. These figures do not include any allow- 
ance for the effect on wages of employees not in the four categories listed above. 
While we know no way of estimating the increases which might be required in 
order to maintain a reasonable and defensible wage structure, they would un- 
doubtedly be considerable, and we believe the aggregate cost to the patients cared 
for in nongovernmental hospitals would be well over $500 million. (Though 
some of the smaller hospitals would not be subject to the act, many of them would 
undoubtedly be forced by competitive pressures to meet its terms. As these 
hospitals contain only about 20 percent of the beds, we believe their exclusion 
would not substantially modify our estimates. ) 

A 15-perecent increase in the national average per diem cost would appear to be 
a conservative estimate of the effect of a $1.25 minimum wage. National aver- 
ages, however, do not begin to tell the whole story. There are considerable varia- 
tions, both from region to region and in many cases from city to country, in the 
present wage levels of the employee groups that would be most offected. The 
effect would, of course, be greatest in areas where wages ure now the lowest, es- 
pe°ially when the effect is expressed as a percentage of hospital costs. 

In the east south central region (Alabama, Mississippi, Tennessee, and Ken- 
tucky), for example, our estimates indicate a probable increase of over 20 per- 
cent in the average cost per patient-day. 

If there is any way that we can be of service to you and your committee in ex- 
ploring further the dimensions of the problem which this bill would pose for 
hospitals, we shall be glad to do so. It would be appreciated if you would include 
this letter in the record of your hearings on S. 1046. 

Sincerely yours, 
KENNETH WILLIAMSON, Associate Director. 





RESOLUTION OF THE West CovINA (CALIF.) CHAMBER OF COMMERCE BOARD OF 
DIRECTORS 


The West Covina Chamber of Commerce believes the minimum wage increase 
proposed in S. 1046 is an untimely and dangerous contribution to a wage 
spiral that could further stimulate current inflationary trends in the American 
economy. 

We understand S. 1046 proposes to extend its application to more than 7 
million additional persons in retail and service establishments. The certainty 
of a resultant drop in retail employment could have a serious impact on West 
Covina, where retail sales approached $62 million in 1958. 

There is already an employment problem for the many hundreds of young 
people seeking part-time jobs in our retail outlets. Retailers confronted with a 
$1.25 minimum wage, plus the necessity for raising most other wages to main- 
tain differentials, would be forced to reduce their work forces, beginning with 
the less productive and inexperienced. This would only add to the unemploy- 
ment problem and encourage delinquency. 

The West Covina Chamber of Commerce therefore resolves the proposed mini- 
mum wage law should not be enacted at this time nor extended to additional 
persons in retail and service establishments. 

Signed and approved this 1st day of June 1959. 

Howarp C. Erickson, President, 
DoNnALD FRUCHEY, Chairman, 
State and National Affairs Committee 
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RESOLUTION OF THE CHAMBER OF COMMERCE, NEW BERN, N.C.—AMENDMENTS TO 
THE Fark LAasor STANDARDS AcT OF 1938, AS AMENDED 


Whereas there are presently pending before the Senate and the House of Repre- 
sentatives of the Congress of the United States for consideration various pro- 
posals and bills to increase the present minimum wage of $1 and to extend the 
living which would be detrimental to the general welfare ; and 

Whereas the economic condition of the country is such that an enactment 
of these proposals into law would result in an additional increase in the cost of 
living which would be detrimental to the general welfare; and 

Whereas an enactment of such proposals would also result in additional 
Federal control and interference in small and predominantly local operated 
businesses ; and 

Whereas an enactment of such proposals will also create a local employment 
problem in regard to employment subject to the coverage of the act versus em- 
ployment not subject to such coverage: Now therefore, 

The board of directors of the New Bern Chamber of Commerce, in session on 
May 14, 1959, unanimously went on record as opposing all such bills and proposals 
pending before the Congress of the United States which would increase the 
present minimuni wage or extend the coverage of the existing Fair Labor Stand- 
ards Act of 1938, as amended; and further, 

The board of directors requested that this resolution be forwarded to the Hon- 
orable Graham A. Barden, chairman of the House Committee on Education and 
Labor, Congress of the United States, and a copy to the Honorable Sam Erwin 
and the Honorable B. Everett Jordan, Senators from North Carolina, Congress 
of the United States, and that this resolution be accompanied by a letter of trans- 
mittal from the secretary of the chamber of commerce. 

This 2d day of May 1959. 

WILLIS MARSHALL, President, Chamber of Commerce. 
OLIN A. Wricut, Secretary, Chamber of Commerce. 


A RESOLUTION IN RE SENATE BILL 1046, KNOWN AS MINIMUM WAGE BIttr, 
ADOPTED BY THE BOARD OF DIRECTORS OF THE GREENVILLE CHAMBER OF COM- 
MERCE, INC., GREENVILLE, N.C. 


Whereas enactment of S. 1046 will increase labor costs to interstate businesses 
already covered by the Federal wage-and-hour law, making it nececssary to in- 
crease wages of those not only below the proposed $1.25 per hour wage, but 
grant a proportionate increase for those above that level, and increase wages 
of retail, service, and other businesses being brought under the law by this bill; 
and 

Whereas its enactment will cause further inflation in that new wage costs 
cannot be absorbed out of profits, which will result in higher consumer prices 
for products manufactured and distributed ; and 

Whereas an employer who for competitive reasons cannot raise prices enough 
to cover added labor costs, would have to consider laying off some employees, 
including part-time, elderly, and other marginal employees, resulting in unem- 
ployment and loss of income to them ; and 

Whereas small business who would not be directly covered by Senate bill 1046 
could not escape the indirect effects of this bill, for they compete for employees 
with the larger business who become covered, and they would have to raise 
wages which would result in higher consumer prices and some layoffs; and 

Whereas extension of Federal wage-and-hour regulations to retail and serv- 
ice establishments would constitute unwarranted intervention by the Federal 
Government into local commerce. Retail and service businesses operate in 
local commerce and have been exempted from Federal law covering interstate 
commerce. Enactment of S. 1046 would scrap the principles of Government 
which recognize the limitation of Federal authority to interstate commerce: 
Now, therefore, 

The board of directors of the Greenville Chamber of Commerce, Inc., Green- 
ville, N.C., in regular meeting held on May 11, 1959, by unanimous action, re- 
spectfully protests the enactment of Senate bill 1046, in its entirety. 

Respectfully submitted. 


J. Howarp Moye, President. 
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1258 TO AMEND THE FAIR LABOR STANDARDS ACT 


New York, N.Y., May 7, 1959. 
Senator Lisrer HI, 
Chairman, Senate Committee, Labor and Public Welfare, 
U.S. Senate, Washington, D.C.: 


We wish to point out that decision of New York State Board of Standards 
and Appeals rendered yesterday has nullified the dollar minimum wage in the 
State of New York for hotel workers except for New York City. Practical 
effect is that New York State still has a minimum wage rate of only 75 cents 
for nontipped hotel workers and 50 cents or 48 cents for tipped workers. Exten- 
sion of Federal wages-and-hours law to hotel workers is urgent. Please insert 
this telegram in record of subcommittee hearings. 

NEW YorxK Hore. TRADES CoUNCIL, 
JuLIA ALGASE, Legislative Counsel. 


HARRISBURG, PA., June 26, 1959. 
Hon. STEWART E. McCLuRE, 
Chief Clerk, Senate Committee on Labor and Public Welfare, 
Washington, D.C.: 


Estimate for Pennsylvania non-Government employer labor force is 56. per- 
cent now covered by Fair Labor Standard Act, 10 percent covered by State mini- 
mum wage orders and 34 percent not covered by either. 

WintiaM L. Bart, Jr., 
Seerctary, Department of Labor and Industry. 
DEPARTMENT OF LABOR, 
OFF'CE OF THE SECRETARY, 
Washington, May 18, 1959. 


Hon. Lisrer HI, 
Chairman, Committee on Labor and Public Welfare, 
U.S. Senate, Washington, D.C. 


Deak SENATOR HL: This is in further reply to your recent request for our 
comments on S. 1874, a bill to amend the Fair Labor Standards Act of 1938, as 
amended, with respect to handling of agricultural commodities, and for other 
purposes. 

This bill would amend sections 3(f). 7(c¢), and 13(a)(10) of the act and 
would add a new subsection to section 3 defining the term “area of production.” 

The amendment of section 3(f) would add many pract'ces to the existing list 
of named practices which qualify as agriculture. Though not specifically 
enumerated in the present definition of agriculture, these added practices may 
nevertheless presently qualify where they satisfy the requirements of “being 
performed by a farmer or on a farm as an incident to or in conjunction with 
such farming operations.” Under the terms of S. 1874, these identical require- 
ments would continue to apply with the modification that whether the practice 
is ordinarily performed by farmers or on farms would no longer be material in 
determining whether it is incidental to farming. 

The bill would also take from the Secretary of Labor the authority to define 
“area of production” as used in the section 13(a) (10) exemption and substitute 
a very broad and inclusive statutory definition of the term. The scope of the 
13(a) (10) exemption weuld be further enlarged by including additional opera- 
tions when performed within the “area of production,” and by applying the ex- 
emption on an employer instead of an employee basis. 

The partial overtime exemptions contained in section 7(c) of the act would 
be broadened by defining “first processing” to include all preliminary operations 
and all operations through completion of first processing without regard to the 
time or place of performance or the number of employers involved. 

We are strongly opposed to enactment of S. 1874. This bill would extend the 
agriculture and related exemptions to include nearly 1 million additional em- 
ployees. It would extend the scope of the section 13(a) (6) exemption, already 
the most far reaching exemption in the act, to even additional industrial oecupa- 
tions. The proposed amendment to section 13(a)(10) would greatly increase 
the number of exempt practices by including all handling and processing activi- 
ties in connection with horticultural and agricultral products, including such in- 
dustrial operations as meat packing and poultry processing. 
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Defining the “area of production” as the county in which the commodity is 
produced in commercial quantities and excluding only cities having a population 
in excess of 250,000 would exempt Virtually all employees in some industries. 
For example, only 7 percent of the employees of wholesale assemblers of 
farm products are employed in cities of this size. Furthermore, studies made by 
the Wage and Hour and Public Contracts Divisions show that agricultural and 
horticultural commodities, including those enumerated in the proposed 13(a) (10) 
amendment, are raised in almost every county in the United States. Poultry is 
raised in all but four, dairy products in all but eight. 

With regard to the proposed amendment to section 7(c), we consider the 
elimination of the time and place concept in determining what constitutes “first 
processing” an unwarranted extension of this exemption. 

We can-see no valid reason for further extension of the agriculture and related 
exemptions contained in the act. The present provisions of the act already grant 
a comprehensive exemption not only for bona fide agricultural activities but to 
an extensive list of highly industrialized operations. Further expansion in this 
area is incompatible with the basic purpose of the Act and is inconsistent with the 
recommendation of President Eisenhower that coverage of the act be extended. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
JAMES T. O'CONNELL, 
Acting Secretary of Labor. 


Marcu 18, 1959. 
Hon. JENNINGS RANDOLPH, 


U.S. Senate Building, Washington, D.C. 


Dear SENATOR RANDOLPH: This letter is written to strongly oppose the altera- 
tion or amendment of section 13(a)(9) of the Fair Labor Standards Act of 1938 
as is being proposed by Senate bill S. 1046 as it refers to the so-called 40-hour 
week. The minimum wage per hour section of the bill does not affect us in 
West Virginia as labor rates for bus employees are above the amount set forth 
in S. 1046. 

Our small companies operate in Clarksburg, Fairmont, and Parkersburg, 
W. Va. 

At Clarksburg we have 41 drivers and 14 garagemen all of whom belong to 
Local No. 812, Amalgamated Association of Street, Electric Railway & Motor 
Geach Employees of America, A.F. of L., which union has represented them for 
many, many years. Clarksburg operates 23 buses and last year hauled 2,323,877 
persons with a gross operating income of $396,562. This operating income pro- 
duced, including an insurance refund of $1,294, an operating loss of $4,750. The 
insurance refund, of course, kept the loss from being larger but. in addition to 
that, the main reason for such a small loss is that half of the operating equipment 
is fully depreciated. Had Clarksburg owned all modern depreciable buses, it 
would have suffered a loss of probably $20,000 to $25,000. 

At Fairmont we have 18 drivers and 7 garagemen, all of whom belong to Local 
No. 813, Amalgamated Association of Street, Electric Railway & Motor Coach 
Employees of America, A.F. of L., which union has represented them for many, 
many years. Fairmont operates 22 buses and last year hauled 2,184,080 persons 
with a gross operating income of $282,315. This operating income produced, 
including an insurance refund of $3,457, an operating profit of $4,298. A reason, 
in addition to the insurance refund, for this profit in 1958 is that most of Fair- 
mont’s equipment is old and fully depreciated. Had Fairmont owned all modern 
depreciable buses, it would have suffered a loss of probably $35,000 to $40,000. 
Fairmont operates the interurban lines and because of relief points on these 
interurban lines at Clarksburg, a number of drivers are provided by Clarksburg 
to operate Fairmont’s runs.- Fairmont pays Clarksburg for these men. By the 
same token certain repair work is done in Clarksburg fer Fairmont and Fairmont 
pays Clarksburg for it. This explains the proportionately larger number of 
drivers and mechanics in Clarksburg. 

At Parkersburg we have 23 drivers and 7 garage men, all of whom belong 
to Loeal No. 815, Amalgamated Association of Street, Electric Railway & Motor 
Coach Employees of America, A.F. of L., which union has represented them for 
many, many years. Parkersburg operates 17 buses and last year hauled 1,- 
643,767 persons, with a gross operating income of $239,773. This income pro- 
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duced, including an insurance refund of $2,953, an operating profit of $11,044. 
At Parkersburg all of the operating equipment is old and fully depreciated. Had 
Parkersburg owned modern depreciable buses, its modest profit would have 
changed to a loss of probably $15,000 to $20,000. 

During the past 12 years almost all bus companies have suffered tremendous 
losses of passengers due to the rapid increase of the use of private automobiles. 
West Virginia has suffered even more than some States beeause of our constant 
and rising unemployment problem. What is happening in Clarksburg, Fair. 
mont, and Parkersburg is shown by the preceding paragraphs. I have every 
reason to believe that these three cities are representative for West Virginia. 

In our labor negotiations we have tried to pay our men the most we possibly 
could, reducing our profits well below the amount listed as reasonable by the 
PSC, and as a result we pay rates well above many small companies—$1.59 per 
hour for drivers and $1.74 per hour for top mechanics. Even so, these wages are 
lower than those paid by many other kinds of industry. However, our unions 
know that we are doing the best we can and in our negotiations over the 
years they, in order to increase their take-home pay to provide added things for 
their families, have insisted on a longer workweek. Accordingly, our present 
eontract calls for a driver’s workweek of 50 hours with overtime after bid run 
and the garage calls for 48 hours with overtime after 8 hours per day. 

It should be remembered that ours is a business which cannot be mechanized 
to reduce the number of employees. Between 50 and 60 percent of our cost is 
for labor. Moreover, by its very nature, workdays cannot be cut off at 8 hours 
as in a factory for at the end of 8 hours the driver may well be out in the coun- 
try several miles from where it is possible to relieve him. 

So what faces us if this bill becomes law? 

1. Retaining present hours and paying overtime after 40 hours. This for driy- 
ers would be 10 overtime hours at one-half rate additional or $7.95. This 
would mean an effective driver’s rate of $1.75 per hour. A 1 cent per hour in- 
crease in Clarksburg costs approximately $1,741 per year, in Fairmont it costs 
approximately $864 per year and in Parkersburg $896 per year. This would 
mean an added cost in Clarksburg of approximately $27,900 per year, at Fair- 
mont approximately $13,800 per year, and at Parkersburg approximately $14,400 
per year, which would immediately bankrupt the companies. We no longer can 
reduce service and raise fares to cover extra costs. Our service is almost at a 
minimum and our fare is already 20 cents per ride. Our passengers are work- 
ing people and they, too, can stand only so much expense. 

2. Cut the men to as close to 40 hours as possible. This would reduce their 
pay $15.90 per week and they would doubtless leave us or strike the company. 
Either would kill the company—one slowly, and the other quickly. 

Most of the larger transit companies already have a 40-hour week or are un- 
affected because of municipal ownership. Therefore, this bill seems aimed at 
the small companies which have neither the income nor economic potential to 
assimilate added costs nor do they have the ability to pass added’ costs on to 
their customers. 

We do hope, Senator, that you can see your way clear to actively oppose this 
mortal blow to public mass transportation in small cities. 

Sincerely, ° 
Henry C. Courou, Jr., President. 


STATEMENT OF CALIFORNIA GRAPE & TREE FRUIT LEAGUE 


California Grape & Treet Fruit League is a nonprofit industry service organi- 
zation. Its grower and shipper members produce, harvest, pack, and market in 
interstate and foreign commerce over 85 percent of all the fresh deciduous tree 
fruits, berries, and grapes grown in California. The average annual volume is 
the equivalent of 45,000 railroad refrigerator carloads. 

The members of this league are opposed to the following proposed amend- 
ments to 8S. 1046: 

Section 5(b) increasing the minimum hourly wage from $1 per hour to $1.25 
per hour. 

Section 6(b) which would strike out section 7(b) (3) of the act which pro- 
vides a 14-week partial exemption from paying overtime in the fresh fruit and 
vegetable packing industry (a seasonal industry). 
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Section 6(¢c) which would strike out section 7(c) which provides a 14-week 
total exemption from paying overtime for the packing of perishable or seasonal 
fresh fruits or vegetables. 

The members of this league are opposed to the following proposed amendment 
of S. 1085: Section 3 which would amend section 13(a) (6) of the act to provide 
that an employee employed in agriculture is covered by a minimum wage if the 
farm employer used more than 2,244 man-days of hired labor during the pre- 
ceding calendar year and that the minimum wage to be paid shall be not less 
than 75 cents per hour during the first year from the effective date of this act: 
not less than 85 cents per hour for the second year; not less than $1 per hour 
for the third year; and thereafter not less than the rate prescribed in paragraph 
(1) of subsection (2) of section 6. 


GENERAL COMMENTS 


The reasons for opposing the above-listed amendments are as follows: 

If adopted the amendments will increase costs of production, harvesting, and 
packing. 

Because of the high percentage of expensive hand labor requiring a large 
number of seasonal workers, a large part of this work must be performed on an 
incentive piece rate basis. 

Production per worker varies greatly according to the experience, skill, am- 
bition, and physical capacity of the employee. The work is not adaptable to 
the production line methods used by industrial plants. 

Supervision is necessarily limited, giving each worker a large degree of free- 
dom to work as slowly or as fast as he or she desires. Minimum hourly rates 
which approach the prevailing rate encourage piece rate workers to be content 
with the guaranteed hourly minimum which results in the employer being com- 
pelled to pay for work not performed. Payment of wages for work not performed 
results in costs impossible for growers to pay when hand labor is the predomi- 
nant cost factor. 

The producer of highly perishable fresh fruits has no means of passing along 
increased costs. Fruit is not under Government price supports. It never has 
been. 

A large percentage of California fresh deciduous fruits are marketed by the 
shipper’s acting as the grower’s sales agent for the account of the grower. The 
grower, therefore, assumes not only the risks of growing and harvesting his 
crop but also the cost of packing, loading, and transportation to the distant 
markets. When the grower’s fruit reaches the distant markets he must accept 
the price offered by the buyer. 

The grower has no means of tailoring the quantity offered for sale. If the 
crop is large and the market is glutted he must accept whatever price is offered 
in order to recover as much of his cost as possible. 


COMMENTS CONCERNING SPECIFIC AMENDMENTS 


Proposed amendments to strike section 7(c)(3) and 7(c) from the act 

Fresh fruit packers and shippers whose places of employment are not located 
in the “area of production” as defined by the Administrator are subject to the 
act but are allowed an aggregate of 14 workweeks’ partial exemption in any 
calendar year from the payment of overtime for the hours worked in excess of 
8 hours per day or 40 hours per week provided overtime is paid for work in 
excess of 12 hours in any 1 day or for work in excess of 56 hours in any work- 
week—section 7(b) (3). This exemption is limited to the fresh fruit and vege- 
table industry (a seasonal industry). They are also allowed an aggregate 
of 14 worweeks’ total exemption in any calendar year from the payment of any 
overtime if the employee is engaged in the first processing of, or in the canning 
or packing of perishable or seasonal fruits and vegetables. 

These exemptions are just and reasonable because the employer does not 
work overtime because it is to his greater economic advantage to do so but 
rather because of necessity to prevent spoilage and loss of the fruit being 
handled. 

Fresh fruit packers and shippers cannot afford the plant and equipment to 
handle the peak of the harvest without working overtime. They cannot secure 
the labor nor the necessary supporting services to run double shifts, which is an 
added reason why they are forced to work overtime. Elimination of these 
exemptions will seriously increase costs which must be borne by the growers. 
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COM MENTS CONCERNING PROPOSED MINIMUM WAGES 


The proposed amendment to restrict the exemption for agriculture, S. 1085 
(the Fair Labor Standards Act of 1959), provides coverage for hired farm 
enterprises. Large farm enterprises are defined as those which employed more 
than 2,244 man-days of hired farm labor during the preceding calendar year. 

This is approximately 7 year-round employees, which is no basis of differen- 
tiation between a large farm enterprise and a small farm because 2,244 man- 
days of hired farm labor per year would be sufficient hired labor on a large 
wheat farm to produce and harvest many hundreds of acres, and would only 
be sufficient to produce and harvest a small acreage of fresh deciduous fruit— 
for example, approximately 6 acres of strawberries. 

This means that nearly all California fresh deciduous fruitgrowers would be 
covered by the act. Minimum wages which approach the prevailing wage would 
ruin the piece rate incentive system and force growers to pay for work not per- 
formed. This would spell financial ruin to many growers and increased prices 
to consumers because of a reduced supply as growers are forced out of pro- 
duction. Increased prices would completely eliminate the very important ex+ 
port outlets because it would be absolutely impossible to compete with other 
world sources of supply. 

Minimum wages would reduce employment opportunity for the least skilled 
and least capable workers and contribute to an increase in unemployment. 

The Fair Labor Standards Act is an industrial law which cannot be adapted 
to agriculture. We sincerely urge that the committee cppose this bill. 


x 








